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EXECUTIVE SUMMARY

In January 2020, the London Borough of Tower Hamlets adopted the Tower Hamlets Local Plan
2031: Managing Growth and Sharing Benefits. This provides the current basis for determining
planning applications within the Borough. The Council has however commenced work on a new
Local Plan which, when it is adopted, will replace the 2020 Local Plan. The new Local Plan will

extend the plan period to 2038.

To inform the preparation of a new Local Plan and to support the policies within it, the Council has
commissioned Iceni Projects (Iceni) supported by Justin Gardner Consulting (JGC) to prepare a
Local Housing Need Assessment (LHNA). This report is intended to provide updated evidence on

housing need in the Borough.

In respect of housing need, the assessment recognises that the Borough has notably high local
housing need. The London Plan was published on 2"d March 2021 and establishes a housing target
of 34,730 dwellings for Tower Hamlets over the 10-year period 2019/20 and 2028/29 or 3,473

dwellings per annum?, the highest housing target in London.

As of mid-2021, the population of Tower Hamlets was estimated to be 312,300 with growth of around
56,300 people over the 2011-21 period i this is growth of 22%, making the Borough the fastest
growing local authority in England. It is projected that the population of the Borough will continue to
grow strongly with a trend-based projection estimating a population increase of 73,200 people from
2023 to 2038. There therefore is a young and growing population and this is within the context of a

very limited land area in which to meet housing need.

There is a need to look beyond 2029 to identify a housing target for the plan period. The assessment
has done so in Section 6 calculating a housing need of 3,251 homes per annum which is relatively
similar in scale to the London Plan target of 3,473 homes per annum. The analysis would support an
approach of rolling forward the London Plan target over the remainder of the plan period (i.e. beyond

2029) subject to the conclusions of the evidence on the available land supply.

The assessment has also considered the need for affordable homes in respect of low-cost rented
homes and intermediate homes. The analysis factors in local housing costs along with estimates of

household income and the supply of both tenures and concludes on a need for 3,615 affordable

1 London Plan 2021, Policy H1 i Increasing Housing Supply and table 4.1.
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homes per annum. This level of need is significant and justifies the requirement for affordable
housing in all future development.

Given the cost of housing locally and the economic profile of those most in need, it seems very

difficult for intermediate pr oducts to be provided and be <¢onsi de

particularly for larger homes. On the other hand, there is an evident acute need for low-cost rented
homes. Tower Hamlets Living Rents will be particularly suitable for households who are close to
being able to afford to rent privately and possibly also for some households who claim full Housing
Benefit. The assessment is however clear that social rents are more affordable and could benefit a

wider range of households i social rents should therefore be prioritised where possible.

The London Plan under Policy H6 requires a minimum of 30% low-cost rented homes, 30% of

intermediate products with the remaining 40% to be determined by the Borough. Theas sessment 6 s

policy recommendation is that, on the basis of the evidence, there is a need for 70% of affordable
housing as low-cost rented and 30% as intermediate; however, there is evidence in this report to
increase the proportion of low-cost rented housing beyond the 70% tenure split identified.

In respect of housing mix for the market sector, the assessment identifies a particular need for 2-
bedroom homes, with some need for both smaller and larger accommodation in the market sector.
This reflects the demographic profile of this sector which seems to have a focus on childless single

people and couples.

In an affordable housing context on housing mix, the assessment has found that there is a strong
case for the Council to consider furt-Beereddcrc
(3+-bedrooms) as these have to potential to bring more people out of need. This is demonstrated in
the analysis in this report in Section 8 which shows provision of a 3-bedroom home might be able to
meet the need of 5-6 people, whereas a 1-bedroom property is likely to take a maximum of two

people out of need.

The Borough also has significant levels of overcrowding with 44% of all households with dependent
children lacking at least one bedroom and, similar to other London Boroughs, there is a large number
on the Common Housing Register. There are currently 23,113 households on the Housing Register
with 64% of these in a 1 or 2 bedroom category. However, assuming a midpoint occupancy shows

that over 60% of people on Housing Register are in a 3 or more bedroom category.

In addition, the analysis in this report under Section 6 shows the strongest growth is projected to be
in age groups from about 40 onwards and does potentially point to a need for family housing as these

age groups are more likely to contain children. The analysis also shows a more modest increase in

abhegno

what might be described as 6ést udtisdods pangteapgtentalt ps (b

need for additional student accommodation, but at a lesser rate than for general needs and family
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accommodation. There is justifcation therefore to focus policy on seeking a greater proportion of

family sized homes.

The assessment also identifies the need to be considerate of the needs of students and provide for
Purpose-Built Student Accommodation as well as co-living housing; however, owing to the acute
need for affordable housing and low-cost rented homes in particular, the Council would be justified
in seeking to prioritise affordable homes and focus student accommodation and other forms of

shared accommaodation in areas with good access to services and facilities.
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INTRODUCTION

In January 2020, the London Borough of Tower Hamlets adopted the Tower Hamlets Local Plan
2031: Managing Growth and Sharing Benefits. This provides the current basis for determining
planning applications within the Borough. The Council has however commenced work on a new
Local Plan which, when it is adopted, will replace the 2020 Local Plan. The new Local Plan will

extend the plan period to 2038.

Paragraph 31 of the NPPF requires the preparation and review of Local Plan policies to be
underpinned by relevant and up-to-date evidence. Since the adoption of the 2020 Tower Hamlets
Local Plan, a number of key national and regional policy changes have been introduced, including
revisions to the National Planning Policy Framework 2021 (NPPF), changes to the General Permitted
Development Order 2021 (GPDO), changes to the Use Class Order (2021) and the adoption of the
new London Plan (2021), which sets out ambitious job creation and housing targets for the Borough.
Up-to-date evidence is also important in informing decision-making on individual planning
applications. The Council is therefore revisiting and revising its existing evidence base to ensure it is

robust and relevant for today.

Aims and Objectives

To inform the preparation of a new Local Plan and to support the policies within it, the Council has
commissioned Iceni Projects (Iceni) supported by Justin Gardner Consulting (JGC) to prepare a
Local Housing Need Assessment (LHNA). This report is intended to provide updated evidence on

housing need in the Borough to:

1 Inform the context for t h e B o r lousigghrégeirement, alongside evidence on land
availability and consideration of issues around development densities;

1 Determine the need for affordable housing in the Borough, and for different types and sizes

of affordable homes;

1 Determine the need for a range of housing types, including specialist forms of housing

including for older persons; and

1 Inform housing policies in the emerging Local Plan and, as appropriate, other policies or

guidance influencing housing provision.

In London, the context for studies such as this, and the preparation of policies within local plans for

housing provision, is informed by the London Plan. In particular this is becauset he Counci

Plan will need to be in @eneral conformityéwith the London Plan. The preparation of this report has

o



however also had regard to national planning policies as set out within the NPPF (and relevant

Ministerial Statements) as well as the associated Planning Practice Guidance (PPG).

Scope and Structure of the Report

This report is structured as follows:

Section 3: Context: Understanding Tower Hamlets

Section 4: Housing Market Review

Section 5: Economic Dynamics

Section 6: Overall Housing Need

Section 7: Affordable Housing Need

Section 8: Housing Mix

Section 9: Older and Disabled People

Section 10: Rental Market and Build to Rent, Co-Living and HMOs

Section 11: Purpose Built Student Accommodation

Section 12: Houseboats

Section 13: Conclusions and Recommendations.
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CONTEXT: UNDERSTANDING TOWER HAMLETS

The focus of the LHMA is on understanding housing need. However, there is an important context to
considering this, whi ch includes t he Beoonamicg h 6 s
characteristics of its population and its geographical location. These are addressed in this section.

Tower Hamlets Location and Sub-Areas

Tower Hamlets is an Inner London Borough, located immediately to the east of the City of London
and on the northern side of the River Thames. It is an ethnically diverse area and one with high
inequalities: whilst it contains the financial centre of Canary Wharf, the centrepiece of the
redevelopment of London Docklands, it is also one of the most deprived local authorities in London
and indeed nationally.

Figure 3.1 Location of Tower Hamlets within Greater London

The Borough includes a range of distinct places, as shown in the 2020 Tower Hamlets Local Plan
(Figure 4.24) from the Tower of London, Spitalfields and Shoreditch on the edge of the City of
London; to Stepney and Limehouse; Canary Wharf and Millwall; through to Bromley-by-Bow in the

east, and Victoria Park at the north of the Borough.
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The Council has defined four sub-areas around which it organises policy. These remain as identified
i n the @dopted tocdl Fas. These four sub-areas are:

1 City Fringe
1 Central Area
1 Lower Lea Valley

1 Isle of Dogs and South Poplar

This LHNA report seeks to include analysis for selected indicators at a Sub-Area level. Figure 2.2
shows the sub-areas defined by the Council and compares these to the 2021 Lower Super Output
Areas (LSOAs). The sub areas and LSOA boundaries do not precisely align with one another. For
the purposes of this report, Iceni have used best-fit LSOA data in order to analyse dynamics and
housing need in each of the four Sub-Areas. The LSOAs assigned to each sub-area are set out in
Appendix Al.

Figure 3.2: Tower Hamlets Sub-Areas
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Housing Delivery Performance

Inner London Boroughs such as Tower Hamlets are under significant pressure for housing. Tower
Hamlets has experienced the largest population increase of any local authority in England
and Wales, with the number of residents increasing by 22%, between 2011 and 2021 (ONS

2021 Census results) influenced by its strong track record of housing delivery.

The figure below shows historic housing completions within Tower Hamlets. The Borough regularly
delivers more than 2000 new dwellings each year with the average delivery per annum from 2012/13
to 2021/22 being 2,852 dwellings per annum.

Figure 3.3: Tower Hamlets Net Annual Housing Completions
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Source: London Development Datastore

Tower Hamlets has stronger housing delivery than other adjoining Inner London Boroughs in East
London, as Table 3.1 shows. Interestingly it appears that all three Boroughs shown have slowed in
delivery somewhat with all delivering less dwellings in the last 5-year period than the preceding 5-

year period.

Table 3.1 Net Completions in 10 and 5 years

Tower Hamlets Hackney Newham
10-year change (no of dwellings) 30,331 14,748 18,885
5-year change (no of dwellings) 13,054 5,119 8,455

Source: London Development Datastore
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At a sub area level, Tower Hamlets delivers the majority of new dwellings in the Isle of Dogs
and South Poplar sub-area. This area falls within the Isle of Dogs and South Poplar Opportunity
Area (OA). The Central sub-area sees the lowest proportion of dwelling delivery in the Borough with
both the City Fringe and Lower Lea Valley sub-areas seeing a fairly even delivery distribution. The
City Fringe sub-area boundaries align with the City Fringe OA and parts of the Lower Lea Valley sub-
area falls within the Poplar Riverside OA.

Table 3.2 Completions by Sub Area 2021/22

Sub Area ‘ Completions Percentage
Central Area 455 6%
City Fringe 1236 17%
Lower Lea Valley 1258 18%
Isle of Dogs and South Poplar 4186 59%

Source: Iceni analysis of EPC data

The population of Tower Hamlets has grown by a substantial 56,200 between 2011 i 2021 (22%).
However, it is an area which is relatively built-up and available land supply is constrained. These
considerations, together with the London Plan, provide an important context to the preparation of this
LHNA.

Strong housing delivery has allowed Tower Hamlets to be the highest delivering Borough across
Greater London, with over 52,500 dwelling completions since 2005:20,000 dwellings more than the
next highest London Borough (Wandsworth). This strong housing delivery rate has contributed to the

Borough® rapidly increasing population.
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Figure 3.4 Completions by London Borough from 2004/05 to 2021/22
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Source: London Development Datastore

A national comparison of housing delivery rates sees Tower Hamlets amongst the top five fastest
growing local authorities nationally. In terms of absolute increase, the delivery of dwellings over the
decade to 2011 within Tower Hamlets is comparable with that of the cities of Leeds, Birmingham and

Manchester as well as the entire county of Cornwall.

Table 3.3 Dwelling stock change, (2012-2021)

Local Authority Absolute change Percentage increase

Tower Hamlets 21,097 19.49%

Top Performing Authorities (% increase)

City of London 1,774 32.07%
Vale of White Horse 9,692 18.86%
Newham 18,039 17.33%
South Derbyshire 6,921 16.98%
Top Performing Authorities (absolute increase)

Cornwall 24,917 9.54%
Birmingham 23,992 5.65%
Leeds 23,057 6.91%
Manchester 20,627 9.62%

Source: ONS, live tables of dwelling stock

10
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Relationship withtheLondon Legacy Devel opment

A proportion of the Borough sits within the area covered by the LLDC. The LLDC came into being on
1st April 2012 and is the local planning authority for the Olympic Park and surrounding
Board
powers and functions should return to the four neighbouring Boroughs? which it sits within by the end
of December 2024.

neighbourhoods. However, in February 2020, the LL DC6 s agreed

As aresult, from 15t December 2024, the LLDC will cease to be the planning authority and the Council
will again become the planning authority for its respective area with the new LBTH Local Plan forming

the development plan for the area.

The London Plan 2021 sets a Housing Supply Target ( i H Sfdr ¢he¢ LLDC at 21,540 for the period
2019/2020-2028/2029. This is broken down across three of the Boroughs as set out in the Table
below with 4,049 proportioned to LBTH (i.e. 19%) with no proposed housing development in Waltham

Forest as no housing capacity was identified.

Corporation

t hat

Table 3.4 LLDC London Plan Housing Target by Borough
Borough Proportion of LLDC HST % Split
Hackney 1,228 6%
Newham 16,263 76%
Tower Hamlets 4,049 19%
Total 21,540

The apportionment of the housing target was informed by the London SHLAA 2017 which included

a mapping exercise by the GLA to assign larger site and small sites capacity to the different

Boroughs. On the basis of the identified capacity, the Table below shows how it was assigned to the
three Boroughs with around 6% of the total LLDC capacity identified in LBTH.

Table 3.5 LLDC Capacity by Borough
Borough Large % Split Small Small Total % Split
Sites Sites Windfall
Hackney 20,571 75.5% 100 700 240 21,611 76.2%
Newham 5,127 18.8% 0 20 0 5,147 18.1%
Tower Hamlets 1,564 5.7% 50 0 0 1,614 5.7%
Total 27,262 150 720 240 28,372

2 Hackney, Tower Hamlets, Newham and Waltham Forest

11
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The LLDC Local Plan allocated five sites for housing which sit within the boundary of LBTH. There
is also an additional site allocated for waste (Hepscott Road) which now has planning permission for
over 500 homes. The six sites delivering housing with their current delivery performance and

remaining capacity are set out in the Table below.

Table 3.6 LLDC Housing Allocations: Performance & Current Status

Housing Allocation Homes Delivered/UC Remaining Capacity
100

SA 1.3 Hepscott Road 52 479

SA 1.4 Neptune Wharf 569 0

SA 4.1 Bromley by Bow 1,296 725

SA 1.6 Sweetwater 0 772

Total 1,917 2,076

3,993

The Table shows that 1,917 homes have been delivered or are under construction in LBTH with
around 2,076 homes still to be constructed resulting in total identified provision of 3,993 homes in
the LLDC area of the Borough.

Population Profile

The 2011 and 2021 Census results show that in the 10-year period those in the 20-44 age bracket
have increased significantly from just over 70,000 to 93,000 (32%). Although increases in this age
bracket have been largest in absolute terms, the population that sits within the 45 to 59 bracket has
seen the highest percentage increase at 44.2% (12,960 people). In 2021 30% of the population were
in the 30 to 44 age bracket. Further detailed consideration of demographic dynamics is provided in

Section 5.

12



Figure 3.5 Age Structure i LB Tower Hamlets
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Source: Iceni analysis of Census data 2011 and 2021

3.20 The figure below considers the change in population by broad ethnic groups. As can be expected
given the growing population, all groups have increased in size. However, the number of people who
are Asian/ Asian British has increased the most with a further 33,355 people living in Tower Hamlets

in 2021.

Figure 3.6 Broad Ethnic Groups
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African 22,693

1
Mixed or Multiple ethnic groups 0,360
15,409
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Source: Iceni analysis of Census data 2011 and 2021
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3.21  When this increase is further broken down by subgroup, the Bangladeshi community, who were the
largest ethnic subgroup in 2011, has also seen the largest increase. There are 26,000 more people
within this group in 2021 than 2011. This large increase makes up 46% of the overall population
growth of Tower Hamlets.

Figure 3.7 Ethnic Subgroups

Other Asian l
Pakistani l
Indian ‘
Chinese -
0 20,000 40,000 60,000 80,000 100,000 120,000

12011 m2021
Source: Iceni analysis of Census data 2011 and 2021
3.22 The Figure belowd e monstr at es t h e higheéd @répdrson aof papdiation within BME

groups. It can be seen that overall, this population is concentrated across a central band of Tower
Hamlets including Whitechapel, Bethnal Green, Limehouse, Poplar and Bromley-by-Bow.

14



Figure 3.8 Residents in BME Groups by LSOA, 2021
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Analysis of those people born outside the UK shows that largely this population is concentrated within
the City Fringe and Isle of Dogs and South Poplar sub areas. This is likely a factor of higher property
prices in these sub-areas as well as their slightly closer proximity to typically higher earning jobs
based in Central London and Canary Wharf which will attract a number of people from outside of the

UK due to the nature of employment of those migrating in.

Figure 3.9 Residents Born Outside the UK
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Source: Iceni analysis of 2021 Census data
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The Figure below demonstrates the ranking of each LSOA within the borough on the Indices of
deprivation. There are no LSOAs in the Borough which fall within the Least Deprived LSOAs pointing
largely to an overall high level of deprivation within Tower Hamlets.

Figure 3.10 Indices of Deprivation, Overall

—
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[ sub areas (LSOA based)
Housing & Services Deprivation (Decile)
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I Least Deprived 20%
I Least Deprived 10%

Source: ONS
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3.25 The Figure below specifically considers deprivation within each LSOA in terms of quality of housing
and services. Housing and services deprivation varies across the Borough, with the Isle of Dogs and
South Poplar sub-area, as well as southern parts of the City Fringe and Central sub-areas, within the

Least Depr i.Vhéawilllkedy@adadfactor of newer and better-quality housing stock in these
areas.

Figure 3.11 Indices of Deprivation, Housing and Services
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Source: ONS
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3.26  The health of a population within an area can also indicate their living conditions. Positively, a large
majority of the population (84%) of Tower Hamlets are in good or very good health. When looking at
fair to very bad health, it can be seen that the Lower Lea Valley sub-area has a higher proportion of

its population (16.6%) fall into this category, with the City Fringe sub-area seeing a lower proportion
(14%).
Figure 3.12 Health by Sub Area
Tower Hamlets
Isle of Dogs and South Poplar

Lower Lea Valley

Central Area

City Fringe

0% 2% 4% 6% 8% 10% 12% 14% 16% 18%

mFair health ®Bad health ®Very bad health

Source: Iceni analysis of Census data 2021
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Housing Stock Profile

3.27  The most recent dwelling stock data released from the 2021 Census on 30t March 2023 provides
information on the proportion of occupied dwellings at Borough level and goes on to set out the

proportion of occupied dwellings by tenure and accommodation type.

3.28 The 2021 Census release indicates that there are a total of 134,475 dwellings in the Borough, 89.6%
(120,460) of which are occupied. A relatively high proportion (14,015 dwellings, 10.4%) of the stock
was recorded by the Census as unoccupied. This however is inconsistent with other data sources.
DLUHC Table 615 records 4,527 vacant dwellings as at October 2022 (with 1,510 long-term vacant)
which, relative to a stock of c. 135,000, would equate to a vacancy rate of around 3.5%. It may be

that the Census unoccupied stock is influenced in part by issues such as corporate lets.

3.29 Of these 120,460 occupied dwellings, the vast majority (88% - 174,035) are within flatted
developments. 9% are within terraced houses, whereas only 3% are within detached or semi-
detached homes. As such, a very small proportion - a combined 12% (23,315) -of t he Boroug
dwellings are houses.

3.30 Interms of the housing stock profile in the Borough, flats are by far the most common type of property,
making up 88% of the overall stock in Tower Hamlets. Given the urban nature of Tower Hamlets -
as well as the increases in delivery and population in the Borough, - this is unsurprising. Neighbouring
Hackney also sees a significant proportion of flats at 81% of its overall stock, although with a slightly
higher proportion of terraces at 3.5% compared to 2.1% in Tower Hamlets. Newham sees an even

greater proportion of terraced properties at 30.4% but still sees a significant number of flats at 54.7%.

20
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Figure 3.13 Type of Housing Stock, 2021

Tower Hamlets - 88.8%
Hackney [ SR 81.7%
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Source: 2021 Census

Comparison between the proportional split of dwellings between 2011 and 2021 would imply that the
number of Semi-detached and Terraced dwellings has decreased since 2011. However, analysis of
the actual number of dwellings shows a very slight increase in both. What is most apparent is that
the number of flats in the Borough has increased substantially, showing that a clear majority of the
new dwellings in the borough lie within flatted developments. Given the nature of the Borough and

its land supply, this seems unlikely to change.

Table 3.7 Change in Housing Stock, Tower Hamlets (2011-2021)

‘ 2011
Property Type ‘ Dwellings % of total Dwellings % of total
Detached 1,252 1.2% 1,180 0.9%
Semi-detached 2,626 2.5% 2,795 2.1%
Terraced 10,987 10.4% 11,025 8.2%
Flat 84,970 80.6% 119,255 88.8%
Source: ONS

21
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At Sub Area level, the 2021 Census release indicates that the Lower Lea Valley and City Fringe sub
areas have the most flatted dwellings, however it should be noted that, across all sub areas, flatted
development makes up most of the dwellings The Central Area sub area contains the most terraced
homes, whereas the Isle of Dogs and South Poplar and Lower Lea Valley sub-areas contain the
most semi-detached dwellings. However, these types of dwellings make up a very small proportion
of the total dwellings in these sub areas.

Figure 3.14 Accommodation Type by Sub Area, 2021
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Source: ONS

In terms of tenure, the majority (a combined 74% or 89,435) of the 120,460 occupied dwellings in
the Borough are rented. The proportion of private rented dwellings is slightly higher than the
proportion of social rented dwellings at 38% to 36%, respectively. There is a smaller proportion of
owner-occupiedhomes i n the Borough, at 26% (31, 02Te
Borough has a relatively low level of home ownership even relative to the London wide level (47%)
which itself is substantially below the average nationally (62%) reflecting high housing costs in the

Capital.
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Figure 3.15 Occupied Dwellings by Tenure, 2021
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3.34 At Sub Area level, the 2021 Census release indicates that the City Fringe and Isle of Dogs and South
Poplar sub areas see the greatest proportion of private rented dwellings, whereas the Central Area
and Lower Lea Valley sub areas see the greatest proportion of social rented accommodation. The
Central Area and Isle of Dogs and South Poplar see the greatest relative proportion of owner-
occupied dwellings.

Figure 3.16 Sub Area Tenure Make Up, 2021
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3.35 The 2021 Census data release also indicates that the majority of dwellings, 96.5% (129,739), are
non-HMO dwellings, with only 3.6% reported as HMOs.

Figure 3.17 Proportion of HMOs to Non-HMO Dwellings, 2021
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3.36  Similarly, the 2021 Census data release indicates that at 99.97% (134,432), the vast majority of the
Boroughoés dwel |-domanedqunshardd adcanmadation), with less than 1% (41 i
0.03%) reported to be shared dwellings. As such, the 2021 Census dwelling stock data indicates that

a very small proportion of the Boroughos dwelling

3.37  The figure below shows the distribution of those living in Social Rented housing within Tower
Hamlets. Although this does not show any concentration of people within a specific sub area, it does
show lower levels of social renting within the Isle of Dogs and South Poplar as well as the City Fringe
sub areas; albeit this varies at a more granular level with higher social renting for instance in the

southern part of the Isle of Dogs.

3.38  The northern section of Lower Lea Valley as well as some parts of the Central sub areas also see a
lack of social rented properties. This may be in part due to the age of stock, developments of newer
stock in the Isle of Dogs and South Poplar sub-area, for instance around Canary Wharf, may have
sought offsite affordable housing contributions and older social rented stock across the rest of the

Borough may have been lost through Right-to-Buy.
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Figure 3.18 Population in Social Rented Housing
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3.39

The Isle of Dogs and South Poplar as well as the City Fringe sub areas all see high levels of people
in private rented housing - in some parts of upwards of 50%. This likely points to higher property
prices in these areas that do not allow people to buy properties and the relatively young age profile
of t he SBpopulatiory Bodne sections of the Lower Lea Valley and Central sub areas which
see a high population in social rented housing also see lower proportions in private rented. This will
may indicate a lower level of income for the population living in these areas who cannot afford market

rental prices.

Figure 3.19 Population in Private Rented H
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3.40

The Figure below demonstrates the population across Tower Hamlets in owner occupied properties,
the only real cluster of this lies in the northern section of the Lower Lea Valley sub area which sees
some LSOAs with 30 to 50% owner occupation and one with over 50%. The Central sub area also
sees some pockets of high owner occupation however largely the proportion of the population who

own their own home is low of less than 25% across the Borough.

Figure 3.20 Population in Owner Occupied Properties
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3.41

Overcrowding? in households can also be an indicator of deprivation and lesser quality housing stock.
Figure 2.21 shows the proportion of people in each LSOA who are living in an overcrowded property.
Largely the areas which have higher levels of social renting also experience the highest levels of
overcrowding. Overcrowding appears highest in areas with larger BAME populations as shown in
the Figure 3.8 (i.e. Whitechapel, Bethnal Green, Limehouse, Poplar and Bromley-by-Bow) - this is
arguably driven in part by cultural preferences with a greater desire to live with extended family
members* but it is also linked to the actual homes available with a general lack of larger, affordable

properties in those areas.

Figure 3.21 Overcrowded Households
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3 Using the bedroom standard, an occupancy rating of negative 1 or less implies that a household has fewer bedrooms than
the standard requirement, positive 1 implies that they have more bedrooms than required, and 0 implies that they met the
standard required.

4 https://www.gov.uk/government/publications/overcrowding-in-south-asian-households-a-qualitative-report/overcrowding-in-

south-asian-households-a-qualitative-report
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4.1

4.2

HOUSING MARKET REVIEW

House prices across the Borough vary significantly, as can be seen in the Figure 4.1 below which
maps the sold property prices in 2022. Higher priced areas in the Borough are around Canary Whatrf,
Wapping, Shoreditch, Spitalfields and Columbia Road, as well as parts of Mile End and Bow.

Figure 4.1 Sold Property Price Heatmap (2022)

[ Tower Hamlets
[ 2021 Sub areas
Property Price Heatmap
I £250,000

[T71 £500,000

[ 1 £750,000

|1 £1,000,000

Il £2,000,000

Central Area

... City.Fringe

Isle of Dogs and South{Poplar

Source: Iceni analysis of EPC data

Tower Hamlets has seen consistently higher property prices than the overall London average.
Although average house prices have decreased somewhat since 2021, they still remain above that
of London overal. Tower Haml et &lackneyé avgrage property prices began to exceed
that of Tower Hamlets in 2011 and since then has seen higher average prices than Tower Hamlets
(although this also has dropped in recent years). Newham sees lower property prices than both

Tower Hamlets and Hackney, but is also lower than average prices in London overall.
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4.3

Figure 4.2 House Price Change
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The Table below shows the median prices paid for different types of properties in Tower Hamlets, as

well as its neighbouring Inner East London authorities. Average prices in Tower Hamlets lie between

those of Hackney and Newham price wise, and are generally not as expensive as Hackney, but more

expensive than Newham. As can be expected, detached houses are the most expensive, influenced

by their size and limited supply. Terraced properties are slightly more expensive than semi detached
houses on average; with the average price of a flat in the Borough now around £500,000.

Table 4.1 Price by property type (YE Sept 2022)
Area Detached destgrcnhi(-:-d Terrace Flats Prop,)/_\(llrties
Tower Hamlets 1,112,500 800,000 847,500 500,000 525,000
Hackney 1,450,000 1,350,000 1,167,500 520,000 600,000
Newham 507,500 467,500 465,000 352,500 430,000
London 939,000 626,506 588,000 425,000 525,000
England 425,000 260,000 225,000 220,000 275,000

Source: ONS, median price paid for administrative geographies
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4.4

4.5

4.6

Average house prices within an area will impact the affordability of that area. The affordability ratio
considers average house prices against average earnings for the people who work in that area. A

higher affordability ratio means a place is less affordable for the people who work there.

Tower Hamlets sees a lower affordability ratio than both its neighbours, as well as the London
average, meaning it is more affordable for the people who work there. It should however be noted
that Tower Hamlets is also home to the financial district at Canary Wharf. Higher workplace-based

salaries will influence the affordability ratio.

Figure 4.3 Median Affordability Ratio (Workplace-based)
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Comparison of the workplace-based and residence-based affordability ratios demonstrates a
discrepancy in the earnings of the people who work in Tower Hamlets compared to the people who
live there. Compared with neighbouring authorities as well as London and England, Tower Hamlets
sees the largest difference between the two figures. The high residence-based ratio compared to
workplace-based ratio in the Borough indicates that property is much less affordable for those who

live in Tower Hamlets compared to those who work there.
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4.8

Table 4.2 Workplace vs Residence based Median House Price to Income Ratio

Ratio: ‘ Workplace Based Residence Based ‘ Difference

Tower Hamlets 11.00 13.17 2.17
Hackney 14.92 14.55 -0.37
Newham 11.72 12.36 0.64
London 12.97 13.33 0.36
England 9.05 8.28 -0.77

Source: ONS, Year to September 2022

The number of households on the council& Common Housing Register provides an indication of the
supply/demand pressures and scale of local need for rented affordable homes. In Tower Hamlets
there were 21,840 households on the C 0 u n cCorhrifois Housing Register as at 15t April 2022. The
latest position as of January 2023 is that there are ¢,13,700 households on the Common Housing

Register who are in Bands 1 and 2: these are the priority need categories.

The numbers on the Common Housing Register have increased slightly since 2019-20. However,
we understand that households are not required to re-register annually and therefore it is unclear to
what extent the Common Housing Register could contain households who are now adequately

accommodated.

Figure 4.4 Households on the Housing Waiting List
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The table below shows the 10 local authorities with the highest number of people on the Housing
Register in 2021-22. Of these 10 authorities, 5 are based in London with Lambeth and neighbouring
Newham seeing the highest numbers at over 33,000. Tower Hamlets has the fourth highest number
of households waiting for housing of all London authorities and eighth nationally. The precise figures
in different areas are however influenced by how different authorities manage their Housing Register,
including the extent to which households are required to re-register annually and the eligibility criteria
which are applied in determining who is able to join the Housing Register; as well as the relevant

underlying need. Some caution therefore needs to be applied in making comparisons.

Table 4.3 English Authorities with Largest Housing Register Lists

Local Authority Number on Housing register (2021-22) London Borough
1 | Lambeth 33,640 Yes
2 | Newham 33,246 Yes
3 | Leeds 26,241
4 | Brent 25,218 Yes
5 | Cornwall 23,181
6 | Wakefield 22,055
7 | Birmingham 21,867
8 | Tower Hamlets 21,840 Yes
9 | Bradford 20,950
10 | Greenwich 20,479 Yes

Source: Local Authority Housing Statistics (2021-2022)
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4,10 The number of households in Temporary Accommodation ( i T A&dhe Borough has gradually
increased since 2018 although the upwards trend reversed towards the end of 2020. In March 2021,
there were 2,696 households living in TA. A lack of reliable data in June 2020 makes it somewhat
difficult to understand the exact impacts the Covid-19 pandemic has had on the need for TA in the

Borough. In addition, there has been no data made public in the Borough since March 2022.

Figure 4.5 Households in Temporary Accommodation
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5.2

5.3

ECONOMIC DYNAMICS

This section considers the economic profile of the Borough and how this has changed over time by
looking at rates of economic activity, employment, unemployment and worklessness compared to

that seen across London and England.

Economic Activity

The data released from the 2021 Census shows that economic activity among people aged over 16
in Tower Hamlets is slightly higher than the average across London, with most (67%) of over 16s
economically active. Since the 2011 Census economic activity in the Borough has decreased by 3%,
however, this is a significantly smaller decrease in economic activity than the average for London
(6%) and England (9%) influenced by a growing older population. Tower Hamlets has retained a
relatively consistent level of economic activity over the last 10 years compared to regional and

national averages.

Figure 5.1: Economic Activity, 2021

100%
90%
80%
70%
60%
50%
40%
30%
20%

10%

0%
Tower Hamlets London England

m Economically active  mEconomically inactive

Source: Census 2021

A more detailed analysis of rates of economic activity in the Borough at Lower Super Output Area
(LSOA) |l evel within the Boroughoés defined sub
significantly across the Borough and within its sub areas. The highest rates of economic activity
among over 16s are typically seen within the City Fringe, Isle of Dogs and South Poplar sub areas;

however, a very high rate of economic activity is seen within the furthest NE LSOA within the Lower
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Lea Valley sub area. The Central Area sub area typically exhibits the lowest levels of economic
activity in the Borough, but it does not drop below 40%.

Figure 5.2: Economic Activity Rate Geography by Sub Area, 2021
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Unemployment Rate and Worklessness

The 2021 Census shows that t I?stoodab6.08cuaglbctease af i ®amp | oy m
since the 2011 Census. The latest ONS estimates for the year to Sept 2021 are of an unemployment
rate of 4.6% in the Borough which is similar to the London average (4.5%).

Table 4.1: Unemployment and Worklessness®, 2021

2011 2021 | Change

Census Census

Unemployment Rate

Tower Hamlets 6.7% 6.0% -0.7%
London 5.2% 4.8% - 0.4%
England 4.4% 3.5% - 0.9%

5 The proportion of those unemployed as a percentage of the economically active population

& Worklessness is a wider definition than unemployment. It takes account of unemployment as well as economic inactivity.
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Worklessness

Tower Hamlets 36.9% | 38.6% 1.6%
London 33.5% | 38.6% 5.1%
England 345% | 42.6% 8.1%

Source: Census 2021

55 At sub area level, the unemployment rate is varied, the City Fringe and Isle of Dogs and South Poplar

show the lowest overall levels of unemployment, where the Central Area and Lower Lea Valley sub

area contain pockets of relatively high rate of unemployment.

Figure 5.3: Unemployment Rate Geography by Sub Area, 2021
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5.6 Conversely, Worklessness? in the Borough increased by 1.6% since the 2011 Census and was at

38.6% at the time of the 2021 Census. However, the increase in worklessness is dramatically lower

than the average across London and England, again demonstrating that economic activity in the

Borough has remained relatively stable over the last 10 years compared to regional and national

trends.

7 The combination of the economically inactive and unemployed proportions of the population.
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Worklessness is relatively high when analysed at sub area level, with particularly high rates within
the centre of the Central Area sub area, The Isle of Dogs and South Poplar and part of the City Fringe

sub areas however how relatively low rates of worklessness.

Figure 5.4: Worklessness Geography by Sub Area, 2021
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Employment Deprivation and Benefits Claimants

Employment deprivation is relatively high within the Isle of Dogs and South Poplar and City Fringe
sub area, although never reaching above 10%. Wher
areas, with large pockets of 0 i 2% in the Central Area but particularly within the Lower Lea Valley

sub area.
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5.9

5.10

Figure 5.5: Employment Deprivation Geography by Sub Area, 2021
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A further method of analysing economic inactivity and unemployment consider the number of benefits
claimants within the Borough. In January 2023 the number of benefits claimants within the Borough
stood at 12,010.

An analysis of the number of benefits claimants across the Borough shows particularly high levels of
claimants within the Lower Lea Valley sub area, and the northern half of the City Fringe sub area.
Claimants are also high throughout the Central sub-area. Whereas the Southern half of the City
Fringe and the Isle of Dogs and South Poplar sub areas typically exhibit low levels of claimants.
However, there is a pocket of claimant with the centre of the Isle of Dogs.
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Figure 5.6: Claimant Count Geography by Sub Area, January 2023
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Analysis of the number of unemployment benefits claimants in the Borough overtime demonstrates

a long period of overall decreasing numbers of claimants between the early 1990s and 2017, albeit
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with an increase between 2008 and 2014, likely related to the impact of the 2008 financial crisis.

Since 2017 the number of claimants has risen and rose particularly sharply, reaching a new peak
between 2021 and 2022, which is likely a reflection of the impact of COVID-19. The number of

claimants has decreased as of January 2023 but levels have only decreased to the previous highs

seen in the late 1980s and 1990s and have not returned to the lows of 2017.
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Figure 5.7: Claimant Count, January 1986 - 2023
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Economic Activity and Employment Rate Over Time

Analysis of the Boroughés economic activity rate
aged 16 7 64 that is economically active has risen sharply from 64.5% in 2005 to 75.5% in 2022,
peaking at about 79% in 2021. Economic activity in the Borough reached the average levels seen

across London and England in 2015 and 2016 before dipping between 2017 and 2020. Economic
activity reached regional and national averages again in 2021 but have since dipped again in 2022,
although this could reflect the survey-nature of the data from the Annual Population Survey rather

than an underlying trend.

The figure below demonstrates that the 2021 Census may have picked up a time of relatively high

economic activity in the Borough compared to that seen over the last 10 years.
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Figure 5.8: Economic Activity Rate 16 - 64, Year to September 2005 - 2022
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5.14  The figures below show the employment and unemployment rate among people aged 16 i 64 in the
Borough over time. We can see that the employment rate has risen from around 54% in 2005 to 73%
in 2022, a significant increase of 19%, with unemployment rate decreasing at a rate from 13% to 4%,
bringing the Borough in line with regional and national averages. As such, the rate of increase in the
Boroughds empl oyment rate and decrease in unempl ¢

London and England.

5.15 The significant increase in employment rate may to some degree be attributable to growth of Canary

Wharf and the Isle of Dogs as a major employment location in London.
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Figure 5.9: Employment Rate 16 - 64, Year to September 2005 - 2022
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Figure 5.10: Unemployment Rate 16 - 64, Year to September 2005 - 2022
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Gross Value Added

Gross Value Added per hour worked in the Borough has been consistently higher than the average

5.16

for London and England over the time period covered by the available data. This is indicative of the

economy a n ¢éhdded dmoeee nt r a't

Boroughos

t he

of

strength

productive) activities.
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Figure 5.11: GVA per hour worked, 2004 - 2020
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Analysis of median residence and workplace-based earnings in the Borough, set out in the figures
below, shows that workplace-based earnings have been consistently higher than residence-based
earnings since 2002 and are significantly higher than the average workplace-based earnings for

London and England.

Figure 5.12: Median Gross Annual Residence Based Earnings, 2002 - 2022
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Figure 5.13: Median Gross Workplace Based Earnings, 1997 - 2022
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Residence based earnings are closer to the average for London but are significantly higher than the
average for England. A particularly sharp increase in earnings beyond the London average can be

seen between 2018 and 2019, which has since fallen back in line with the London average.

The Borough has notable concentrations of workers in typically higher paid managerial and
professional positions. There are particularly densities, as might be expected, within the City Fringe
and Isle of Dogs and South Poplar sub area but also the Northeast tip of the Lower Lea Valley sub
area (Fish Island/ Hackney Wick), which correlates with relatively high levels of economic activity

identified in this area previously.
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Figure 5.14: Geography of Workers in Managerial and Professional Positions, 2022
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Key Sectors and Industries in the Borough

5.20 As shown in the figure below, professional, scientific and support services are the highest
represented sector in the Borough, with information and communication and business administration
and support services also large sectors in the Borough.

5.21  Analysis of how the makeup of industries has changed in the Borough over the last 12 years shows
that the professional, scientific and technical; information and communication; and business

administration and support services sectors exhibiting strong growth of 1,540, 1,175 and 940 jobs.
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Figure 5.15: Key Sectors and Industries, 2022
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Figure 5.16: Key Sectors and Industries, Change 2010 - 2022
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Summary

5.22  The Borough exhibits a relatively high level of economic activity and employment, with concentrations

of jobs in the Borough and access to concentrations of employment in the City of London.
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5.23  There are clear concentrations of employment within the City Fringe and Isle of Dogs and Poplar sub
areas. However, there are also concentrations of unemployment, benefits claimants and economic

inactivity in the Central Area and Lower Lea Valley exhibiting higher levels of unemployment.
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6.1

6.2

6.3

6.4

6.5

OVERALL HOUSING NEED AND DEMOGRAPHICS

This section considers overall housing need in the Borough in the context of the London Plan. This
section also considers demographic trends, in particular looking at past trends in population growth

and future projections.

London Plan and Housing Need

The policy context in London is different from other parts of the UK. In the context of London, a
housing target for each London Borough is set out in the spatial development strategy for London:

the London Plan. The London Plan is part of the statutory development plan for all London Boroughs,

meaningL o c a | Pl ans must be in 6genertl conformityo

The London Plan was published on 2" March 2021 and establishes a housing target of 34,730
dwellings for Tower Hamlets over the 10-year period 2019/20 and 2028/29 or 3,473 dwellings per

annum?®, the highest housing target for any local planning authority in London.

Paragraph 4.1.1 and 4.1.2 of the London Plan 2021 sets out that London is considered as a single
housing market area (HMA) and that the assessment of housing need was informed by the 2017
London Strategic Housing Market Assessment (SHMA), which identified a need for 66,000 additional

homes per year over the plan period.

The 2017 London SHMA wused a O6net stock appr
methodology was comprised of three main elements which broadly determined the overall scale and

mix of requirements identified:

1 Projected changes in the number and mix of households in the area. Household growth
was estimated using household projections, which were derived by applying household
formation ratest o proj ected popul ation growth,
household projections were used as the basis for the main analysis of housing requirements.
The net stock model used in the London SHMA projects requirements for different tenures

and sizes of homes by applying the mix of tenures and sizes occupied by each household

8 The general conformity requirement is established in Section 24 (1)(b) of the Planning and Compulsory Purchase Act
2004.

® London Plan 2021, Policy H1 i Increasing Housing Supply and table 4.1.
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6.6

6.7

6.8

6.9

type to the projected future number of households of that type (taken from the GLA central

household projection).

1 The affordability of different types of housing when compared to household incomes
(and savings, in the case of home ownership). Affordability is a critically important factor
in determining the tenure mix of housing requirements. The SHMA applies a series of
affordability tests to households to identify households who can afford or are in need of a

range of tenures including low-cost rent, intermediate, private rent and home ownership.

1 Any adjustments that needed to be made to clear backlogs of housing need or to
respond to market signals. Backlog housing need comprises households who are in
unsuitable accommodation, and whose needs imply a different mix of provision from that
suggested by household growth alone. London has had sizable backlogs of housing need
resulting from housing shortages throughout most of its recorded history due to identified
housing requirements not being met. The SHMA assumes that the backlog is cleared at an
annualised rate between 2016 and the end of the London Plan's current planning period in
2041.

However, housing targets in the London Plan are not informed by the 2017 SHMA alone. The London
Plan (paragraph 4.1.7) states the 10-year housing targets for London Boroughs are based on the
2017 London Strategic Housing Land Availability Assessment (SHLAA). The SHLAA includes an

assessment of large housing sites (0.25 hectares and above) undertaken in partnership with

boroughs, which provides the most comprehensi ve

housing delivery based on a consistent pan-London methodology. The SHLAA also includes an
assessment of small site (below 0.25 hectares) capacity using a combination of trend data for certain

types of development and an estimate of potential for intensification in existing residential areas.

Table 4.1 of the London Plan 2021 identifies a total housing target of 522,870 net additional dwellings
over the 10-year period to 2028/29, or 52,287 net additional dwellings per annum. This represents a
significant shortfall of 13,713 dwellings per annum against the need for 66,000 new dwellings per

annum identified in the London SHMA.

In the event a local authority requires a housing target beyond the 10-year period to 2028/29,
paragraph 4.1.11 in the London Plan sets out that boroughs should draw on the 2017 SHLAA findings
(which cover the plan period to 2041) and any local evidence of identified capacity, and should take
into account any additional capacity that could be delivered as a result of any committed transport
infrastructure improvements, and roll forward the housing capacity assumptions applied in the
London Plan for small sites. This is relevant to Tower Hamlets as its Local Plan runs to 2038.

To inform consideration of the housing target over the plan period to 2038, this report considers

demographic trends and housing needs over this extended period, using the framework set out by
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6.10

6.11

6.12

6.13

the London SHMA for consistency. The housing target is however ultimately derived from the SDS

of the London Plan.

The standard method calculations, following the approach set out in the NPPF/PPG, are included in
Appendix A3. The calculation using this method is set out in Appendix A3 and shows in a local
housing need figure of 5,697 homes per annum. Iceni considers that the effect of applying two uplifts
(i.e. affordability uplift and urban centres uplift) to very strong demographic growth (which itself is
partly driven by very strong housing delivery) is unrealistic and the standard method is ultimately not

a reasonable or locally applicable assessment for the Borough.

Demographic Baseline

This section considers demographic evidence to provide further understanding of the substantial and
persistent scale of housing need in the Borough. The analysis below sets out a range of data about
the population of Tower Hamlets i including population change and the age structure. The data takes
a mid-2021 base which is data derived by ONS using the 2021 Census and then rolled forward to

mid-year based on estimates of births, deaths and migration.

Population and population change

As of mid-2021, the population of Tower Hamlets was estimated to be 312,300, this is a growth of
around 56,300 people over the previous decade. This equates to a growth of approximately 22%
since 2011 which is a much higher rate of growth than across London (7%) and nationally (6%).

Tower Hamlets was the fastest growing local authority in percentage terms in the country in the 2011-

21 period.
Table 6.1 Population Change (2011 - 2021)
Population Population
Change % change
(2011) (2021) Y P
Tower Hamlets 256,012 312,273 56,261 +22.0%
London 8,204,407 8,796,628 592,221 +7.2%
England 53,107,169 56,536,419 3,429,250 +6.5%
Source: ONS

The table below considers population growth rate in the 20-year period from 2001 to 2021. The
analysis shows over this period that the population of Tower Hamlets has consistently grown at a
faster rate to that seen across London and England. Growth does look to have slowed down slightly
in the 2011-21 period compared with 2001-11, but the change is not as notable as the reduction in

growth seen across London as a whole.
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6.14

6.15

Table 6.2 Population Annual Growth Rate (2001 - 2021)
Growth Rate (2001 i Growth Rate (2011 i Growth Rate (2001 i

2011) 2021) 2021)

Tower Hamlets 2.7% 2.2% 2.8%

London 1.2% 0.7% 1.0%

England 0.7% 0.6% 0.7%
Source: ONS

The table below shows population change by sub-area. It should be noted the totals differ slightly
from those presented above as they are based on Census data rather than mid-year estimates rolled
forward from Census data. The analysis shows strong population growth in all locations i most

notably Lower Lea Valley, which saw the population increase by 41% over the decade.

Table 6.3 Population Change (2011 - 2021) i sub-areas

Pczgglff)on Pc;ggl;;\f)on Change % change
Central Area 115,578 137,693 22,115 19.1%
City Fringe 66,169 74,269 8,100 12.2%
Isle of Dogs & South Poplar 46,158 61,354 15,196 32.9%
Lower Lea Valley 26,191 37,007 10,816 41.3%
TOTAL 254,096 310,323 56,227 22.1%

Source: Census (2011 & 2021)

Age Structure

The figure below shows the age structure by single year of age (compared with London and national
position). From this it is clear Tower Hamlets has a greater proportion of the population in working
age groups, with more people in the 187 40 age bands and particularly in late 20s and early 30s. As
a result of this the figure shows a lower population in older age groups, indeed for all age groups

from about 45 onwards.
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6.16

6.17

Figure 6.1 - Population Profile (2021)
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The analysis below summarises the above information (including total population numbers for Tower
Hamlets) by assigning population to three broad age groups (which can generally be described as
a) children, b) working age and c) pensionable age). This analysis confirms that, compared with other
areas Tower Hamlets has greater proportion of the population in the working age group, with 76% of
the population in the 16 1 64 age band (compared to 63% nationally). The proportion of older people
(those aged 65+) at 6% of the overall population in Tower Hamlets, is less than a third of the

proportion seen nationally and half of the average figure across London.

Table 6.4  Population Profile (2021) i Summary Age Bands
Tower Hamlets London England
Population % of population % of population % of population
Under 16 57,570 18.4% 19.2% 18.5%
1617 64 237,097 75.9% 68.8% 63.0%
65 + 17,606 5.6% 11.9% 18.5%
All Ages 312,273 100.0% 100.0% 100.0%
Source: ONS

The figure below shows the same information for sub-areas (again slightly different due to use of
Census rather than MYE data). This shows broadly the same age profile across areas, with all

locations seeing a very low proportion of the population aged 65 and over.
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6.18

Figure 6.2: Population Profile (2021) i Summary Age Bands i sub-areas
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Age Structure Changes

The Figure below shows how the age structure of the population has changed in the 10-year period
from 2011 to 2021. Whilst there are some differences seen for certain age groups, it is the case that
the overall structure has not changed markedly over time. Growth has been focused particularly
amongst those in their 20s and young children.

Figure 6.3 - Population Age Structure in 2011 and 2021
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6.19

6.20

6.21

6.22

This information is summarised into three broad age bands to ease comparison. The table below

shows an increase across all broad age groups, the most significant being of people aged 16-64,

increasing by 47,100 people (25%) over the 2011-21 decade.

Table 6.5 Change in Population by Broad Age Group (2011 - 2021) i Tower Hamlets
2011 2021 Change % Change
Under 16 50,367 57,570 7,203 14.3%
16 - 64 190,038 237,097 47,059 24.8%
65+ 15,607 17,606 1,999 12.8%
Total 256,012 312,273 56,261 22.0%
Source: ONS,

Components of Population Change

The table below consider the drivers of population change 2001 to 2021 i this is data published prior

to any corrections due to the 2021 Census and shows ONS monitoring of population estimates i it

should be noted that ONS had estimated the population of Tower Hamlets to be 337,900 before

reducing this by over 25,000 following publication of Census data.

The main components of change are natural change (births minus deaths) and net migration

(internal/domestic and international). There is also an Unattributable Population Change (UPC)

which is a correction made by ONS upon publication of Census data if population has been under-

or over-estimated (this is only calculated for the 2001-1 1

which are generally small and often related to armed forces personnel or boarding school pupils.

period) .

Ther e

ar e

The data shows natural change to be strongly positive throughout the period (influenced by the

population age profile) although dropping slightly over the past five years or so. Generally, net internal

migration is negative T pointing to more people moving from Tower Hamlets to other parts of the

country rather than moving into the Borough. International migration is strongly positive with an

average of 6,700 people (net) moving to the Borough on average over the past decade. The analysis

also shows (for the 2001-11) period a modest level of UPC, totalling around 5,500 people over the

10-years. The UPC is negative and suggests when the 2011 Census was published ONS had

previously over-estimated population change i the level of UPC is modest in the context of the size

of the population of the Borough.
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Table 6.6 Components of population change, mid-2001 to mid-2021 7 Tower Hamlets

Natural Net internal  Net intern- Other Other Total
change migration ational changes (unattri- change
migration butable)
2001/2 2,468 -1,451 5,387 -24 -439 5,941
2002/3 2,569 -2,889 2,424 -27 -457 1,620
2003/4 2,778 -3,683 3,820 32 -444 2,503
2004/5 2,777 -3,489 3,408 -16 -452 2,228
2005/6 2,869 -2,173 4,787 -20 -445 5,018
2006/7 2,988 -2,721 7,065 -21 -460 6,851
2007/8 3,115 -2,179 6,195 -5 -484 6,642
2008/9 3,120 1,078 4,988 -20 -564 8,602
2009/10 3,460 1,028 4,345 -37 =771 8,025
2010/11 3,452 -21 5,038 20 -997 7,492
2011/12 3,647 -1,668 5,639 -6 0 7,612
2012/13 3,787 -932 7,116 21 0 9,992
2013/14 3,518 -875 8,328 9 0 10,980
2014/15 3,509 -2,798 8,537 -16 0 9,232
2015/16 3,502 -3,031 6,630 14 0 7,115
2016/17 3,526 -2,008 5,528 -25 0 7,021
2017/18 3,390 -2,123 8,422 52 0 9,741
2018/19 3,327 -1,803 5,504 12 0 7,040
2019/20 3,086 -2,794 6,880 52 0 7,224
2020/21 2,954 -1,787 4,744 21 0 5,932
Source: ONS

Developing a Trend-Based Projection

6.23  The purpose of this sub-section is to develop a trend-based population projection using the latest
available demographic information. A key driver of this is due to publication of new 2021 Census
data which has essentially reset estimates of population (size and age structure) compared with
previous mid-year population estimates (MYE) from ONS (ONS has subsequently updated 2021

MYE figures to take account of the Census).

6.24  The analysis seeks to provide projections rebased to 2021 (Census data) and draws on ONS MYE
data up to 2021 i including data about births, deaths and migration. The trend-based projections
have been developed to inform consideration of overall housing need to 2038 and so that further
analysis in the report can readily be undertaken.
itis necessary to understand how the older person population might grow and - for the mix of housing

- a model has been used that looks at the implications of demographic change.

6.25  Four projections have been developed looking at estimated migration trends over the past 5- and 10-

years. A 5-year period has been chosen as it is consistent with the time period typically used by ONS
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6.26

6.27

6.28

6.29

when developing subnational population projections; 10-years has been used as it fits with the period

between the two Census, and arguably the longer period can provide more stable outputs.

Within the 5- and 10-year projection categories, two projections have been developed, these are to
look at population growth in the period to 2021 shown by the Census; and the second is based on
the ONS MYE to 2021 i which has not been corrected for Census data. The four projections can be
summarised as:

1 5-year trend using migration estimates in the MYE for the 2016-21 period;

1 10-year trend using migration estimates in the MYE for the 2011-21 period.

1 5-year trend taking account of population growth shown by the Census for 2011-21; and

I 10-year trend taking account of population growth shown by the Census for 2011-21;

Below the general method used for each of the components and the outputs from the trend-based
projections are set out. The latest ONS projections are a 2018-based set of SNPP and whilst these
are not directly used in the analysis, reference is made to allow comparisons between the ONS

position (which was pre-Census) and projections developed below.

Natural Change

Natural change is made up of births and deaths and analysis above has shown a general downward
trend over time. To project trends forward, the analysis looks at each of births and deaths separately
and compares projected figures in the 2018-SNPP with actual recorded figures in the MYE. The
analysis also takes account of differences between the estimated population size and structure in
2021 (in the 2018-SNPP) and the ONS MYE (as revised to take account of Census data). Overall, it
is estimated recent trends in fertility are lower than figures in the 2018-SNPP with mortality rates

typically being slightly higher.

Migration

When looking at migration our start point is to consider levels of migration over the past 5-years
(2016-21). Analysis also seeks to determine a baseline start position for both in- and out-migration,
and to do this, data from MYE up to 2021 has been used. To be consistent with the methodology
used by ONS when developing the SNPP, data for the previous five years has been studied (with a
10-year trend sensitivity). Information about migration estimates is shown in the table below with

average figures provided for 2016-21 (latest 5-years).
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6.30

6.31

6.32

Table 6.7 Past trends in net migration T Tower Hamlets

Internal (domestic) International All net migration
2011/12 -1,668 5,639 3,971
2012/13 -932 7,116 6,184
2013/14 -875 8,328 7,453
2014/15 -2,798 8,537 5,739
2015/16 -3,031 6,630 3,599
2016/17 -2,008 5,528 3,520
2017/18 -2,123 8,422 6,299
2018/19 -1,803 5,504 3,701
2019/20 -2,794 6,880 4,086
2020/21 -1,787 4,744 2,957
Average (2016-21) -2,103 6,216 4,113
Average (2011-21) -1,982 6,733 4,751
Source: ONS

As with fertility and mortality data, the information above has been used to make adjustments to the
2018-based SNPP to reflect recent trends i this has been done separately for both internal and

international migration.

The figures in the table above are for migration as recorded by ONS in their mid-year population
estimates. It has previously been noted that the MYE estimated population in 2021 to be around
25,600 higher than has now been shown by the Census (337,901 vs. 312,273). For the purposes of
the sensitivities around Census growth-based projections it has been modelled that the difference
between the two figures can be attributed to migration, and hence as a projection start point,

migration is assumed to be around 2,560 people lower each year (net).

Borough-wide Projection Outputs

The above estimates of fertility, mortality and migration (including changes over time) have been
modelled to develop a projection for the period to 2038 (the end of the plan period). The table below
shows projected population growth for each of the scenarios. These show population increases of
between 14% and 26% over the period to 2038 (45,000 i 85,000 people).

Table 6.8 Projected population growth under a range of scenarios

Population Population
% change
2023 2038
5-year trend (MYE) 326,394 399,936 73,177 22.4%
10-year trend (MYE) 327,698 413,014 84,950 25.9%
5-year trend (Census) 321,368 367,112 45,385 14.1%
10-year trend (Census) 322,649 378,070 55,060 17.0%

Source: Demographic projections
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6.33 It is considered that the first 5-year trend projection is probably the most robust of the scenarios in
methodological terms. This is because these scenarios use both the time period and data that ONS
would use if developing a new projection. ONS would be unlikely to model the implications on

migration of Census data and is therefore considered an unrealistic scenario.
6.34 Below are a series of charts showing key components of change (using the 5-year trend (MYE)
projection). For contrast, data is compared with that from the 2018-based SNPP, that being the most

recent projection released by ONS.

Figure 6.4: Past trends and projected natural change i Tower Hamlets
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6.35

Figure 6.5: Past trends and projected net migration i Tower Hamlets
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The table below shows estimated population growth across the Borough split into 3 broad age bands

(which can generally be described as a) children, b) working age and c) pensionable age). This

analysis shows population being projected to increase by around 73,200 people T this is a 22%

increase over the 115-year period. The population aged 65 and over is projected to see the largest

proportionate increase (albeit from a low base) but the biggest increase in numeric terms is for the

population aged 16-64.

Table 6.9 Projected change in population by broad age group (2023-38) i Tower Hamlets
| 2023 | 2038 Change % change
Under 16 58,795 62,576 3,782 6.4% 15.6%
16-64 248,420 298,889 50,468 20.3% 74.8%
65+ 19,545 38,471 18,927 96.8% 9.6%
TOTAL 326,759 399,936 73,177 22.4%

Source: Demographic projections
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6.37

6.38

6.39

Itis also possible to provide a more detailed estimate of projected population change with the figure
below showing population in 2023 and 2038 by single-year of age. This shows the strongest growth
is projected to be in age groups from about 40 onwards and does potentially point to a need for family
housing as these age groups are more likely to contain children. The analysis also shows a more
modest increase in what might be descr i bighbkdaes
point to a potential need for additional student accommodation, but at a lesser rate than for general

needs and family accommodation.

Fi g ur eProfectedl.change in population by single-year of age (2023-38) i Tower Hamlets
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Household Projections

The final part of the projection is to convert population estimates into households by discounting the
communal population (to give a household population) and then applying household representative
rates (HRR). The first analysis is however to estimate the number of households as of 2021.

The 2021 Census showed a total of 120,500 households and this has been used as a base figure.
However, it should be noted that the Census figure is for March whereas the projections typically use
mid-year as a data point. This is only a small difference but does mean that the actual estimate of
households in 2021 would be slightly different. For the purposes of projecting forward, this will
however have a negligible impact on figures.

By applying the population age structure (by sex) to HRRs (taken from the 2018-SNHP) it is possible
to estimate households, the HRRs are then adjusted to match the 120,500 estimate (rolled forward

to mid-year) and then these revised HRRs can be applied to the population projections.
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6.41

The analysis projects an increase of between 2,029 and 3,156 households per annum over the 2023-

38 period with the 5-year trend (MYE) projection showing a figure of 2,825 per annum.

Table 6.10 Projected change in households i range of scenarios

Households Households Change in Per annum
2023 2038 households
5-year trend (MYE) 129,322 171,697 42,376 2,825
10-year trend (MYE) 129,824 177,171 47,347 3,156
5-year trend (Census) 127,382 157,822 30,440 2,029
10-year trend (Census) 127,876 162,423 34,546 2,303

Source: Demographic projections

Adjustments for Concealed and Overcrowded Households

Following the approach in the London SHMA, which informed the 2021 London Plan, we have next
sought to include adjustments to take account of concealed and homeless households. The London
SHMA included a net backlog figure, which was annualised, taking account of concealed households;
households lacking basic facilities; homeless households and those not in self-contained
accommodation; and those who need to move due to harassment/ neighbourhood problems.
Isolating those groups who would not release a home for another household by moving, we have
included adjustments for concealed and homeless households and then included a 3% vacancy

allowance?©,

Table 6.11 Adjustments to Calculate Overall Housing Need

Tower Hamlets

Household Growth, 2023-38 (5 yr trend projection) 42,376
Concealed and homeless households (see Table 7.8) 4,932
Sub-Total 47,308
3% vacancy allowance 1,463
Total housing need, 2023-38 48,771
Annual housing need 3,251

10 A 3% vacancy allowance is considered balanced as an industry standard
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6.42 The 3,251 homes per annum figure shown is relatively similar in scale to the London Plan target of
3,473 homes per annum. The analysis would support an approach of rolling forward the London Plan
target over the remainder of the plan period (i.e. beyond 2029) subject to the conclusions of the

evidence on the available land supply.

Summary

6.43  The London Plan is part of the statutory development plan for all London local authorities, meaning
the Local Plans of all London Boroughs mu s t be in 6general conf.dhemi t y 6
London Plan was published on 2 March 2021 and establishes a housing target of 34,730 dwellings
for Tower Hamlets over the 10-year period 2019/20 and 2028/29 or 3,473 dwellings per annum??,

the highest housing target in London.

6.44  There is however a need to look beyond 2029 to identify a housing target for the plan period. The
London Plan sets out that boroughs should draw on the 2017 SHLAA findings (which cover the plan
period to 2041) and any local evidence of identified capacity. This needs assessment has been

prepared to consider housing needs beyond 2029.

6.45 Iceni has not sought to rely on or incorporate the standard method for calculating local housing need
as set by the Government via the PPG. The calculation using this method is set out in Appendix A3
and shows in a local housing need figure of 5,697 homes per annum. Iceni considers that the effect
of applying two uplifts (i.e. affordability uplift and urban centres uplift) to very strong demographic
growth (which itself is partly driven by very strong housing delivery) is unrealistic and the standard

method is ultimately not a reasonable or locally applicable assessment for the Borough.

6.46  As of mid-2021, the population of Tower Hamlets was estimated to be 312,300, with a growth of
around 56,300 people over the 2011-21 period. This figure is a growth of 22%, making the Borough
the fastest growing local authority in England. Strong population growth is a feature going back at

least the last 20-years.

6.47 Based on past demographic trends, it is projected that the population of the Borough will continue to
grow strongly with a trend-based projection estimating a population increase of 73,200 people from
2023 to 2038. With adjustments for concealed and overcrowded households and the inclusion of a
3% vacancy allowance, a need for 3,251 homes per annum is calculated using a consistent approach
to the London Plan SHMA but taking account of up-to-date borough-specific evidence for Tower

Hamlets. This is relatively similar in scale to the London Plan target of 3,473 homes per annum.

11 London Plan 2021, Policy H1 1 Increasing Housing Supply and table 4.1.
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6.48  The analysis would support an approach of rolling forward the London Plan target over the remainder

of the plan period (i.e. beyond 2029) subject to the conclusions of the evidence on the available land

supply.
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7.1

7.2

7.3

AFFORDABLE HOUSING NEED

Introduction

This section provides an assessment of the need for affordable housing in Tower Hamlets. The
analysis specifically considers general needs housing, with further analysis of specialist housing

(e.g., for older people) being discussed later in the report.

The analysis follows the PPG (Sections 2a-018 to 2a-024) and provides two main outputs, linked to
Annex 2 of the NPPF i this is firstly an assessment of the need from households unable to buy OR
rent housing and, secondly, from households able to rent but not buy. For convenience these
analyses are labelled in line with the London Plan as a need for dow-cost rented housing and
déntermediate housing although in reality it is possible for an intermediate product to fit into the rented
category (as long as the price is sufficiently low) or for a rented product (such as London Living Rent)

to be considered as intermediate product as set out below.

The box below shows the different types of affordable housing products considered in this report in
relation to the assessment of need:

Affordable Housing Products

Low-Cost Rented Homes:

London Affordable Rent and Social Rent: these tenures are for households on low incomes where
the rent | evels are based on the formulas in
The rent levels for Social Rent homes use a capped formula and London Affordable Rent homes are
capped at benchmark levels published by the GLA. Rents for both are significantly less than 80%
of market rents, which is the maximum for Affordable Rent permitted in the NPPF.

Tower Hamlets Living Rent ( A T H L &rénted product which are inclusive of service charges and

set at Borough-wide levels to represent an expenditure of one third of the median local incomes.

Intermediate Housing:

London Living Rent ( fi L L @& dnjermediate affordable rent product designed for middle income
households to help them transition from renting to shared ownership. Thi s i s L ond (

Rent to Buy which applies across the rest of England. The Mayor introduced LLR as an intermediate

affordable housing product with low rents that vary by ward across London.

London Shared Ownership: an intermediate affordable ownership product which allows London
households who would struggle to buy on the open market to purchase a share in a new home and

pay a low rent on the remaining, unsold, share.
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7.4

7.5

7.6

7.7

First Homes: a form of discounted market sale housing where homes are sold at a minimum 30%
discount to the market value, to an eligible first-time buyer, with provisions for the discount to be

passed on as the property is resold. At the time of writing, the first sale must be priced at no more
than £420,000 in London.

Methodology Overview

The method for studying the need for affordable housing has been enshrined in Government practice
guidance for many years, with an established approach to look at the number of households who are
unable to afford market housing (to either rent or buy). It is considered that this group will mainly be
a target for rented affordable homes (low-cost rented homes) and therefore the analysis looks at
needforé6 af f or dabl e Haosetoutin fnndx @ of the NPRR. The methodology for looking

at the need for low-cost rented housing considers the following:

1 Current affordable housing need: an estimate of the number of households who have a
need now, at the point of the assessment i this figure is then annualised to meet the current
need over a period of time;

1 Projected newly forming households in need: using demographic projections to establish
gross household formation, and then applying an affordability test to estimate numbers of

such households unable to afford market housing;

1 Existing households falling into need: based on studying past trends in the types of
households who have accessed low-cost rented housing; and

1 Supply of affordable housing: an estimate of the likely number of lettings that will become
available from the existing low-cost rented housing stock.

The first three bullet points above are added together to identify a gross need, from which the supply
of relets of existing properties is subtracted to identify a net annual need for additional affordable
housing. For the purposes of this assessment, this analysis is used to identify the overall (net) need
for low-cost rented housing.

This approach has traditionally been used to consider the needs of households who have not been
able to afford market housing (either to buy or to rent). As the income necessary to afford to rent
homes without financial support is typically lower than that needed to buy, the ability of households

to afford private rents has influenced whether or not they are in need of affordable housing.

The NPPF and associated guidance has expanded the definition of those in affordable housing need

to include households who might be able to rent without financial support but who aspire to own a
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homeandr equire support to do so. T h eannét Bfférd theiroowru d e s h

homes, either to rent, or to own, where that is their aspiratono as havi ng an affordabl

7.8 This widened definition has been introduced by national Government to support increased access to
home ownership, given evidence of declining home ownership and growth in private renting over the
last 20 years or so. The PPG does not however provide specific guidance on how the needs of such
households should be assessed and so this study adopts a broadly consistent methodology to that
identified in the PPG and consider a current need; a newly arising need on an annual basis; existing

households falling into need; and an annual estimate of supply.

7.9 The analysis of affordable housing need is therefore structured to consider the need for low-cost
rented housing, and separately the need for intermediate housing. The overall need is expressed as

an annual figure, which can then be compared with likely future delivery (as required by 2a-024).

7.10  Whilst the need for low-cost rented housing and intermediate housing are analysed separately, there
are a number of pieces of information that are common to both assessments. In particular, this
includes an understanding of local housing costs, incomes and affordability. The sections below
therefore look at these factors.

Local Prices and Rents

7.11  Animportant part of the affordable needs model is to establish the entry-level costs of housing to buy
and rent. The affordable housing needs assessment compares prices and rents with the incomes of
households to establish what proportion of households can meet their needs in the market, and what
proportion require support and are thus defined a
purposes of establishing affordable housing need, the analysis focuses on overall housing costs (for

all dwelling types and sizes).

7.12  The analysis below considers the entry-level costs of housing to both buy and rent across the
Borough. The approach has been to analyse Land Registry and ONS data to establish lower quartile
prices and rents. Using a lower quartile figure is consistent with the PPG and reflects the entry-level

point into the market recognising that the very cheapest properties may be of sub-standard quality.

7.13 Data from the Land Registry for the year to September 202212 shows estimated lower quartile
property prices by dwelling type. The data shows that entry-level costs to buy are estimated to start

from about £365,000 for a second-hand flat and rising to over a million pounds for a detached home.

12 This point in time assessment is based on costs at the time of its preparation. It is not considered necessary for the

assessment to be updated when new data is published on a quarterly basis.
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7.15
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It should be noted there are very few detached homes sold and indeed very few sales other than

flats (flats make up 88% of all sales of existing homes).

Looking at the lower quartile (LQ) price across all dwelling types, the analysis shows a lower quartile
price of £375,000. The figures are all based on cost of existing homes in the market although
newbuild prices are considered later in this section when looking at potential costs of intermediate
properties. The LQ average across property types reflects the sales profile, with the majority of sales

being of flats.

Table 7.1  Estimated lower quartile cost of housing to buy by type (existing dwellings) i year

to September 2022 7 Tower Hamlets

Lower quartile price

Flat/maisonette £365,000
Terraced £690,000
Semi-detached £710,000
Detached £1,030,000
All dwellings £375,000

Source: ONS Small area house prices

It is also useful to provide estimates of property prices by the number of bedrooms in a home.
Analysis for this draws together Land Registry data with an internet search of prices of homes for
sale (using sites such as Rightmove). The analysis suggests a lower quartile price of about £325,000

for a 1-bedroom home, rising to £675,000 for homes with 4-bedrooms.

Table 7.2 Estimated lower quartile cost of housing to buy by size (existing dwellings) i year

to September 2022 i1 Tower Hamlets

Lower quartile price

1-bedroom £325,000
2-bedrooms £425,000
3-bedrooms £475,000
4-bedrooms £675,000
All Dwellings £375,000

Source: Land Registry and Internet Price Search

A similar analysis has been carried out for private rents using ONS data i this covers a 12-month
period to September 2022. For the rental data, information about dwelling sizes is provided (rather
than types); the analysis shows an average lower quartile cost (across all dwelling sizes) of £1,415

per month.
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Table 7.3 Lower Quartile Market Rents, year to September 2022 i Tower Hamlets

Lower Quartile rent, pcm

Room only £650

Studio £1,150
1-bedroom £1,300
2-bedrooms £1,575
3-bedrooms £1,915
4-bedrooms £2,500
All properties £1,415

Source: ONS

It is of interest for this study to see how prices and rents vary by location. The table below shows an
estimate of the overall lower quartile house price and private rent in each of the sub-areas; this is
based on Land Registry data for prices and analysis of online data on available lettings which has
then been adjusted to be consistent with the data from ONS. The analysis shows some variation in
prices and rents, with prices (and rents) estimated to be highest in the Isle of Dogs/South Poplar

area. The lowest prices and rents were found to be in Lower Lea Valley.

Table 7.4  Lower Quartile Prices and Market Rents, by sub-area

Lower quartile price (existing Lower Quartile rent, pcm
dwellings)
Central Area £370,000 £1,440
City Fringe £410,000 £1,500
Isle of Dogs & South Poplar £490,000 £1,600
Lower Lea Valley £325,000 £1,420
TOTAL £375,000 £1,415
Source: ONS

Household Incomes

Following on from the assessment of local prices and rents it is important to understand local income
levels as these (along with the price/rent data) will determine levels of affordability (i.e., the ability of
a household to afford to buy or rent housing in the market without the need for some sort of subsidy).
Data about total household income has been based on ONS modelled income estimates, with
additional data from the English Housing Survey (EHS) being used to provide information about the

distribution of incomes.

Drawing this data together an income distribution for the whole Borough has been constructed for
2022. The figure below shows that around a quarter of households have incomes below £30,000
with a further quarter in the range of £30,000 to £50,000. Overall, the average (mean) income is
estimated to be around £63,100, with a median income of £53,300; the lower quartile income of all
households is estimated to be £30,900.
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Figure 7.1: Distribution of household income (2022) i Tower Hamlets
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Source: Modelled based on ONS Income Estimates for small areas and the English Housing Survey

7.20  Analysis has also been undertaken to estimate how incomes vary by sub-area, with the table below
showing the estimated median household income in each location, the table also shows the variance
in incomes from the Borough average. There is some variation in the estimated incomes by area,
median figures ranging from £47,100 in the Lower Lea Valley, up to £60,100 in the llse of Dogs/South

Poplar area.

Table 7.5 Estimated average (median) household income by sub-area

Median income As a % of Borough average
Central Area £50,600 95%
City Fringe £54,200 102%
Isle of Dogs and South Poplar £60,100 113%
Lower Lea Valley £47,100 88%
All households £53,300 100%

Source: Modelled based on ONS Income Estimates for small areas and the English Housing Survey

Affordability Thresholds

7.21 To assess affordability two different measures are used,; firstly to consider what income levels are
likely to be needed to access private rented housing (this establishes those households in need of
low-cost rented housing) and secondly to consider what income level is needed to access owner
occupation (this, along with the first test hel
buying). This analysis therefore brings together the data on household incomes with the estimated
incomes required to access private sector housing. Additionally, different affordability tests are
applied to different parts of the analysis depending on the group being studied (e.g. recognising that

newly forming households are likely on average to have lower incomes than existing households).
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7.26

The analysis of affordability links back to income estimates although it does need to be recognised
that access to deposits will also be an issue for many households when looking at access housing
(particularly for owner-occupation, but also rented accommodation). The analysis does not
specifically factor in deposits due to good local information not typically being available; however,
the English Housing Survey (2021-22) did collect data on savings (nationally) and this showed that
22% of owners, 48% of households in the private rented sector and 74% of social tenants did not
have any savings. Access to deposits are therefore a potential further barrier to accessing housing

for some groups.

A household is considered able to afford market rented housing in cases where the rent payable
would constitute no more than a particular percentage of gross income. The choice of an appropriate
threshold is an important aspect of the analysis i the PPG does not provide any guidance on this
issue. CLG SHMA guidance prepared in 2007 suggested that 25% of income is a reasonable start
point, it also noted that a different figure could be used. Analysis of current letting practice suggests
that letting agents typically work on a multiple of 40%. Government policy (through Housing Benefit

payment thresholds) would also suggest a figure of 40%+ (depending on household characteristics).

At £1,415 per calendar month, lower quartile rent levels in Tower Hamlets are above average in
comparison to those seen nationally (a lower quartile rent of £610 for England in the year to
September 2022). This would suggest that a proportion of income to be spent on housing could be
higher than the bottom end of the range (the range starting from 25%). On balance, it is considered
that a threshold of 30% is reasonable in a local context!?, to afford a £1,415 pcm rent would imply a
gross household income of about £56,600 (and in net terms the rent would likely be around 40% of
income).

In reality, many households may well spend a higher proportion of their income on housing and
therefore would have less money for other living costs 1 for the purposes of this assessment these
households would essentially be assumed as ideally having some form of subsidised rent so as to

ensure a sufficient level of residual income.

Generally, the income required to access owner-occupied housing is higher than that required to rent
i although outgoings may be lower - and so the analysis of the need for low-cost rented housing is
based on the ability to afford to access private rented housing. However, local house prices (and

affordability) are important when looking at the need for intermediate housing.

13 The London SHMA 2017 assumed that households could afford private rent if the LQ private rent does not exceed 25% of
gross household income for households with incomes of less than £40,000 per annum, or 30% for households with incomes

of more than £40,000 per annum
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For the purposes of this assessment, the income thresholds for owner-occupation assume a
household has a 10% deposit and can secure a mortgage for four and a half times their salary. These
assumptions are considered to be broadly in line with typical lending practices although it is

recognised that there will be differences on a case-by-case basis.

The table below shows the estimated incomes required to both buy and rent (privately). This shows
a notable 6gapbdb acthesédgapé mPevide m arkkas with higher property
prices. The information in the table below is taken forward into further analysis in this section to look

at affordable needs for different types of home.

Table 7.6  Estimated Household Income Required to Buy and Privately Rent

To buy To rent (privately) Income gap
Central Area £74,000 £57,600 £16,400
City Fringe £82,000 £60,000 £22,000
Isle of Dogs & South Poplar £98,000 £64,000 £34,000
Lower Lea Valley £65,000 £56,800 £8,200
Tower Hamlets £75,000 £56,600 £18,400

Source: Based on Housing Market Cost Analysis

Need for Low-Cost Rented Housing

The sections below work through the various stages of analysis to estimate the need for low-cost
rented housing in the Borough. Final figures are provided as an annual need (including an allowance
to deal with current need). As per 2a-024 of the PPG, this figure can then be compared with likely

delivery of affordable housing.

Current Need

In line with PPG paragraph 2a-020, the current need for affordable housing has been based on
considering the likely number of households with one or more housing problems. The Table below
sets out the categories in the PPG and the sources of data being used to establish numbers. The
PPG also includes a category where households cannot afford to own despite it bring their aspiration
T this category is considered separately in this report (under the title of the need for intermediate
housing). Definitions for overcrowded and concealed households can be found by following the links

provided.
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Table 7.7 Main sources for assessing the current need for rented affordable housing

Homeless households (and Household in temporary

. MHCLG Statutory .
those in temporary Homelessness data accommodation at end of

accommodation quarter.
HOUS,EhOIdS in overcrowded 2021 Census table RM099 Analysis undertaken by tenure
housing4

Concealed households?® 2021 Census table RM009 Number of concealed families
Existing affordable housing Modelled data linking to past

tenants in need survey analysis Excludes overcrowded
Households from other Modelled data linking to past households

tenures in need survey analysis

Source: PPG [2a-020]

The table below shows an estimated need from around 29,000 households, with overcrowding the

main issue (around two-thirds of households identified).

Table 7.8  Estimated housing need by category of household

Households % of households
Concealed household 2,323 8.0%
Homeless household 2,609 9.0%
Households in overcrowded housing 19,141 66.1%
Existing affordable housing tenants in need 939 3.2%
Households from other tenures in need 3,954 13.7%
TOTAL 28,966 100.0%

Source: As set out in Table 7.7

In taking this estimate forward, the data modelling next estimates the need by tenure and considers
affordability. The affordability in different groups is based on estimates of how incomes are likely to
vary, for owner-occupiers there is a further assumption about potential equity levels. For homeless
and concealed households it is assumed incomes will be low and households unlikely to be able to
afford to rent in the market without some level of subsidy (Housing Benefit or Universal Credit with a

housing allowance)..

The table below shows over three-quarters of those households identified above are unlikely to be

able to afford market housing to buy OR rent and therefore there is a current need from 22,515
households. This estimatec an be compared with data from the Col
at January 2023 had a total of 23,113 applicants (a broadly similar figure).

14 https://www.nomisweb.co.uk/query/construct/summary.asp?mode=construct&version=0&dataset=2199
15 hitps://www.nomisweb.co.uk/query/construct/summary.asp?mode=construct&version=0&dataset=2109
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Table 7.9

Number in need

Estimated housing need and affordability by tenure

% unable to

Current need

afford after affordability
Owner-occupied 2,700 6.4% 172
Affordable housing 12,531 94.3% 11,812
Private rented 8,803 63.6% 5,599
No housing (homeless/concealed) 4,932 100.0% 4,932
TOTAL 28,966 77.7% 22,515

Source: As set out in Table 7.7

Finally, from these estimates, households living in affordable housing are excluded (as these
households would release a dwelling on moving and so no net need for affordable housing will arise).
The total current need is therefore estimated to be 10,703. For the purposes of analysis, it is assumed
that the local authority would seek to meet this need over a period of time. Given that this report
typically looks at needs in the period from 2023 to 2038, the need is annualised by dividing by 15 (to
give an annual need for 714 dwellings across all areas). This does not mean that some households
would be expected to wait 15-years for housing as the need is likely to be dynamic, with households
leaving the current need as they are housed but with other households developing a need over time.

The table below shows this data for sub-areas i this includes the number in need (once taking
account of affordability), the number once excluding housing in affordable housing and the annual

figure this represents.

Table 7.10 Estimated current housing need by sub-area

Excluding those in

Number in need el et Annualised
Central Area 10,443 4,530 302
City Fringe 5,637 2,918 195
Isle of Dogs & South Poplar 3,669 2,021 135
Lower Lea Valley 2,767 1,234 82
Total 22,515 10,703 714

Source: As set out in Table 7.7

Newly-Forming Households

The number of newly forming households has been estimated through demographic modelling with
an affordability test also being applied. This has been undertaken by considering the changes in
households in specific 5-year age bands relative to numbers in the age band below, 5 years

previously, to provide an estimate of gross household formation.

The number of newly-forming households is limited to households forming who are aged under 45 i
this is consistent with CLG guidance (from 2007) which notes after age 45 that headship (household
rates

formati on) Bepal small auenbed of holisehmld mrmatiang beyond age 45
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(e.g., due to relationship breakdown) although the number is expected to be fairly small when

compared with formation of younger households.

In assessing the ability of newly forming households to afford market housing, data has been drawn
from previous surveys undertaken nationally by Iceni and JGC. This establishes that the average
income of newly forming households is around 84% of the figure for all households. This figure is
remarkably consistent across areas (and is also consistent with analysis of English Housing Survey

data at a national level).

The analysis has therefore adjusted the overall household income data to reflect the lower average
income for newly forming households. The adjustments have been made by changing the distribution
of income by bands such that average income level is 84% of the all-household average. In doing
this it is possible to calculate the proportion of households unable to afford market housing. For the
purposes of the need for low-cost rented housing this will relate to households unable to afford to

buy OR rent in the market.

The assessment suggests overall i taking account of local incomes and private rented sector units
- that approaching two-thirds of newly forming households will be unable to afford market housing
(to rent privately) and this equates a total of 2,549 newly forming households will have a need per

annum on average across the Borough.

Table 7.11 Estimated Need for Low-Cost Rented Housing from Newly Forming Households
(per annum)

% unable to afford

Number of new
households

Annual newly
forming households
unable to afford to
rent

Central Area 1,600 67.2% 1,074
City Fringe 990 65.6% 650
Isle of Dogs & South Poplar 801 63.4% 508
Lower Lea Valley 450 70.3% 316
TOTAL 3,841 66.4% 2,549

Source: Projection Modelling/Affordability Analysis

Existing Households Falling into Affordable Housing Need

The second element of newly arising need is existing households falling into need. To assess this,
information about past lettings in low-cost rented has been used. The assessment looked at
households who have been housed in general needs housing over the past three years i this group
will represent the flow of households onto the Housing Register over this period. From this, newly
forming households (e.g., those currently living with family) have been discounted as they are

captured as part of the newly-forming households. Additionally, households who have transferred
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from another low-cost rented property are excluded as they do not generate a net additional need

for a home.
7.42 In addition, analysis has considered trends in the Common Housing Register, with the figure below
showing numbers generally rising over the past five years (albeit falling prior to that) 7 part of this

increase is expected to be needs from existing households (some will be existing social tenants).

Figure 7.2: Housing Register Trends (2012-2023) i Tower Hamlets (data for January)
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Source: Tower Hamlets Council

7.43  This method for assessing existing households falling into need is consistent with the 2007 SHMA
guide which says on page 46that6 Par t ner shi ps shoul d estimate the
falling into need each year by looking at recent trends. This should include households who have
entered the housing register and been housed within the year as well as households housed outside

of the register (such as priarity homeless househo

7.44  Following the analysis through suggests a need arising from 551 existing households each year
across the Borough the table below estimating how this splits down within the sub-areas. The 551
was calculated for the whole of the Borough with the sub-area need taking account of the number of
households in different tenures i particularly the private rented sector as this will be the main tenure

from which existing households in need are housed.
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Table 7.12 Estimated number of existing households falling into need (p.a.)

‘ Number in need % of need
Central Area 195 35.4%
City Fringe 147 26.7%
Isle of Dogs & South Poplar 153 27.8%
Lower Lea Valley 56 10.2%
TOTAL 551 100.0%

Source: Derived from a range of sources

Supply of Low-Cost Rented Housing Through Relets

The future supply of affordable housing through relets is the flow of affordable housing arising from
the existing stock that is available to meet future need. This focusses on the annual supply of London
Affordable Rent and social rent relets.

The Practice Guidance suggests that the estimate of likely future relets from the social rented stock
should be based on past trend data which can be taken as a prediction for the future. Information
from the Council, CoRe and Local Authority Housing Statistics has been used to establish past
patterns of social housing turnover.

The figure below shows total lettings each year back to 2011/12. This shows a rapid decline in the
availability of housing over time with lettings being in excess of 2,700 in 2011/12 and falling as low
as 970 in 2020/21 i although this latter figure could be impacted by the Covid-19 pandemic i it is
not a trend unique to LBTH with reductions in lettings seen across the country. Year-by-year figures
are substantially affected by the number of newbuild homes within any period and over the last 5-

years the average number of lettings has been 1,461.
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Figure 7.3: Trends in total lettings (2011/12-2020/21) i Tower Hamlets
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The figures above are for all lettings and will therefore include supported lets, lettings to newbuild
homes and transfers. To estimate relet activity (i.e., the number of lettings to new tenants within the
existing general need stock) it is necessary to look in more detail at some of the data. The table
below shows an estimate of general needs lettings for the 2018-21 period drawing on a range of data
includingCoRe*and Local Authority Housing Statistic

Hamlets Council.

Overall, there were an average of 1,387 lets per annum in this period, of which 1,146 were in general
need stock as derived from CoRe and LAHS. Once newbuild and transfers are removed, the data
points to lettings to new tenants (in existing stock) of 482 per annum i this is around 35% of total

lettings .

Given one of the years used below may be impacted by the pandemic, this 35% figure has been
applied to average lettings over the past 5-years (excluding 2020/21). The average lettings was 1,585
and at 35% it has been estimated that 555 units of low-cost rented housing are likely to become

available each year moving forward for occupation by households in need.

16 https://core.communities.gov.uk/
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Table 7.13 Analysis of Past Low-Cost Rented Housing Supply, 2018/19 7 2020/21 (average

per annum) i Tower Hamlets

Lettings in :
: % as Non- I % Non- Lettings to
Total Lettings . Existing
New Build Transfers New Tenants
Stock
2018/19 1,067 91.5% 976 58.1% 567
2019/20 1,457 62.9% 917 57.1% 524
2020/21 915 67.3% 616 57.9% 357
Average 1,146 73.0% 836 57.6% 482

Source: CoRe/LAHS/Tower Hamlets

The table below shows the estimated supply of affordable housing from relets in each sub-area. The
sub-area figures have been based on the size of the stock in each sub-area as of 2021 (Census
data).

Table 7.14 Estimated supply of affordable housing from relets of existing stock by sub-

area (per annum)

I

Annual supply % of supply

Central Area 274 49.3%
City Fringe 125 22.5%
Isle of Dogs & South Poplar 86 15.6%
Lower Lea Valley 70 12.6%
TOTAL 555 100.0%

Source: Derived from a range of sources as described

The PPG model also includes the bringing back of vacant homes into use and the pipeline of
affordable housing as part of the supply calculation. These have however not been included within
the modelling in this report. Firstly, there is no evidence of any substantial stock of vacant homes
(over and above a level that might be expected to allow movement in the stock). Secondly, with the
pipeline supply, it is not considered appropriate to include this as to net off new housing would be to
fail to show the full extent of the need, although in monitoring it will be important to net off these

dwellings as they are completed.

Net Need for Low-Cost Rented Housing

The table below shows the overall calculation of affordable housing need. The analysis shows that

there is a need for 3,258 dwellings per annum across the area. The net need is calculated as follows:

Net Need = Current Need (allowance for) + Need from Newly-Forming Households + Existing
Households falling into Need i Supply of Affordable Housing
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Table 7.15 Estimated Need for Low-Cost Rented Housing (per annum)

Existing
Newly
Current forming house-
holds Net Need
need house- tallin y
holds . .
into need
Central Area 302 1,074 195 1,572 274 1,298
City Fringe 195 650 147 991 125 866
Isle of Dogs & South Po 135 508 153 795 86 709
Lower Lea Valley 82 316 56 455 70 385
Total 714 2,549 551 3,813 555 3,258

Source: Derived from a range of sources as described

The Relationship Between Affordable Need and Overall Housing Numbers

The PPG encourages local authorities to consider increasing planned housing numbers where this

can help to meet the identified affordable need. Specifically, the wording of the PPG [2a-024] states:

0The total affordable housing need can then be
delivery as a proportion of mixed market and affordable housing developments, given the

probable percentage of affordable housing to be delivered by market housing led

developments. An increase in the total housing figures included in the strategic plan may

need to be considered where it could help deliver the required number of affordable

homesd

However, the relationship between affordable housing need and overall housing need is complex.
This was recognised in the Planning Advisory Service (PAS) Technical Advice Note of July 2015.
PAS conclude that there is no arithmetical way of combining the OAN (calculated through
demographic projections) and the affordable need. There are a number of reasons why the two

cannot be O6arithmeticallyd Iinked.

Firstly, the modelling contains a category in the projectonof6 e x i st i ng househo;l ds f a
these households already have accommodation and hence if they were to move to alternative
accommodation, they would release a dwelling for use by another household i there is no net need
to provide additional homes. The modelling also contains 6 newl y f or mi mdheshouseh
households are a direct output from the demographic modelling and are therefore already included

in the overall housing need figures.

This just leaves the 6 c u r r e n mMmuchad thid group will be similar to the existing households
already described (in that they are already living in accommodation) although it is possible that a
number will be households without housing (mainly concealed households) i these households are
not included in the demographic modelling and so are arguably an additional need, although uplifts
for market signals/aff or dabi |l ity (as included in the Governnm

expected to deal with such households.
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The analysis estimates an annual need for 3,258 rented affordable homes, which is notionally 100%
of a housing need figure of 3,251 homes per annum as calculated in Section 6. However, as noted,
caution should be exercised in trying to make a direct link between affordable need and overall need,
with the key point being that many of those households picked up as having a need will already be
living in housing and so providing an affordable option does not lead to an overall net increase in the

need for housing (as they would vacate a home to be used by someone else).

It is possible to investigate this in some more detail by re-running the model and excluding those
already living in accommodation. This is shown in the table below which identifies that meeting these
needs would lead to an affordable need for 2,322 homes per annum across the Borough 7 notionally
71% of the calculated housing need. This figure is theoretical and should not be seen to be
minimising the need (which is clearly acute). It does however serve to show that there is a substantial

difference in the figures when looking at overall housing shortages.

The analysis is arguably even more complex than this i it can be observed that the main group of
households in need are newly forming households. These households are already included within
demographic projections and so the demonstrating of a need for this group again should not be seen
as over and above any need derived through the normal process of looking at need. Indeed, only the

329 per annum (current need) is in addition to demographic projections.

Table 7.16 Estimated Need for Affordable Housing (Low-Cost Rented) excluding

households already in accommodation i Tower Hamlets

Including existing Excluding existing
households households

Current need 714 329

Newly forming households 2,549 2,549
Existing households falling into need 551 0

Total Gross Need 3,813 2,877
Re-let Supply 555 555

Net Need 3,258 2,322

Source: Derived from a range of sources

Additionally, it should be noted that the need estimate is on a per annum basis and should not be
multiplied by the plan period to get a total need. Essentially, the estimates are for the number of
households who would be expected to have a need in any given year (i.e. needing to spend more

than 30% of income on housing®?). In reality, some (possibly many) households would see their

17 The London SHMA 2017 assumed that households could afford private rent if the LQ private rent does not exceed 25% of

gross household income for households with incomes of less than £40,000 per annum, or 30% for households with incomes
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circumstances change over time such that they woul
in the analysis. One example would be a newly forming household with an income level that means

they spend more than 30% of income on housing, as the househ ol dés i ncome rises
potentially pass the affordability test and therefore not have an affordable need. Additionally, there

is the likelihood when looking over the longer-term that a newly-forming household will become an

existing household in need and would be counted twice if trying to multiply the figures out for a whole

plan period.

7.62  The discussion above has already noted that the need for affordable housing does not generally lead
to a need to increase overall provision (with the exception of potentially providing housing for
concealed households although this should be picked up as part of an affordability uplift). It is
however worth briefly thinking about how affordable need works in practice and the housing available
to those unable to access market housing without Housing Benefit. In particular, the role played by
the Private Rented Sector (PRS) in providing housing for households who require financial support
in meeting their housing needs should be recognised.

7.63  Whilst the private rented sector (fPRSQ does not fall within the types of affordable housing set out in
the NPPF i this tenure is considered later in the report - (other than affordable private rent which is
a specific tenure selpamanlketfd omMR$)h,e imai masdfavi dent
meeting the needs of households who require financial support in meeting their housing need.
Government recognises this, and indeed legislated through the 2011 Localism Act to allow Councils

todischar ge t heir fAhomel essness dutyo through providin

7.64 It is also worth reflecting on the NPPF (Annex 2) definition of affordable housing. This says:

6Af fordabl e housing: housi ng ndedsrar ®alneotormer e rbty, tfhce

[emphasis added]. Clearly where a household is able to access suitable housing in the private rented
sector (with or without Housing Benefit) it is the case that these needs are being met by the market
(as within the NPPF definition). As such the role played by the private rented sector should be

recognised 1 it is evidently part of the functioning housing market.

7.65 Data from the Department of Work and Pensions (DWP) has been used to look at the number of
Housing Benefit supported private rented homes. As of November 2022, it is estimated that there
were over 12,000 benefit claimants in the private rented sector in Tower Hamlets. From this, it is
clear that the PRS contributes to the witdbeneftdel i ve
claims, and further complicates any attempts to find a relationship between affordable need and

overall housing need. It should however be noted that with rental growth above LHA rates, this

of more than £40,000 per annum. Given that an income in excess of £40,000 is going to be required in all areas, the 30%

would apply.
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number could reduce as many cannot afford to live in PRS accommodation with the result being a
greater number of approaches to the Council or indeed, in turn, a reduced ability to discharge
homelessness duty via the PRS.

The figure below shows the trend in the number of claimants in the Borough. This shows there has
been a notable increase since March 2020, which is likely to be related to the Covid-19 pandemic.
However, even the more historical data shows a substantial number of households claiming benefit
support for their housing in the private sector.

Figure 7.4: Number of Housing Benefit claimants in the private rented sector 1 Tower

Hamlets
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Source: Department of Work and Pensions

The analysis identifies a notable need for affordable housing, and it is clear that provision of new
affordable housing is an important and pressing issue across the Borough. It does however need to
be stressed that this report does not provide an affordable housing target; the amount of affordable
housing delivered will be limited to the amount that can viably be provided. As noted previously, the
evidence does however suggest that affordable housing delivery should be maximised where
opportunities arise.

Split Between Different Low-Cost Rented Products

The analysis above has studied the overall need for low-cost rented housing with a focus on
households who cannot afford to rent in the market. These households will therefore have a need for
some form of rented housing at a cost below typical market rates. In Tower Hamlets, there are three

main types of rented affordable accommodation (social rents, London affordable rents and Tower
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Hamlets Living Rents) with the analysis below considering what a reasonable split might be between

these three tenures.

7.69  The table below shows current rent levels in the Borough for a range of products along with relevant
local housing allowance (LHA) rates. Parts of Tower Hamlets fall into each of Central London and
Inner East London Broad Rental Market Areas (BRMAs) for the purposes of LHA, although the

maximum benefit allowances are the same in both locations for most dwelling sizes.

7.70 Data about average social rents has been taken from the Regulator of Social Housing (RSH) with
data for London Affordable rents from the GLA and
living rents. These figures are compared with lower quartile market rents (from ONS data). This
analysis shows that social rents are lower than London affordable rents which in turn are below
Tower Hamlets Living Rents i all of the low-cost rental products are priced well below the lower
quartile market position. The LHA rates for all sizes of home are in line with lower quartile market

rents.

Table 7.17 Comparison of rent levels for different products i Tower Hamlets

Social rent London Tower Lower LHA LHA (Inner
affordable Hamlets guartile (Central East
rent Living Rent (LQ) London) London)
market
rent
1-bedroom £478 £729 £1,006 £1,300 £1,280 £1,280
2-bedrooms £540 £772 £1,106 £1,575 £1,586 £1,586
3-bedrooms £610 £815 £1,207 £1,915 £1,915 £1,915
4-bedrooms £671 £858 £1,307 £2,500 £2,573 £2,538

Source: RSH, ONS, LBTH and VOA

7.71 To some extent it is easier to consider the data above in terms of the percentage one housing cost
is of another and this is shown in the table below. Focussing on 2-bedroom homes (this is the main
stock size held by Affordable Housing Providers) the analysis shows social rents are significantly
cheaper than market rents (and indeed other low-cost rented options) and that London affordable
rents represent 49% of a current lower quartile rent. Tower Hamlets Living rents are around 70% of

market values.
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Table 7.18 Difference between rent levels for different products i Tower Hamlets

Social rent | Social rent  Social rent London London TH Living
as % of as% of TH as% of LQ affordable affordable Rentas %
London Living Rent marketrent rentas % rent as % of LQ

affordable of TH of LQ market rent
Living Rent ETG

1-bedroom 66% 48% 37% 72% 56% 7%
2-bedrooms 70% 49% 34% 70% 49% 70%
3-bedrooms 75% 51% 32% 68% 43% 63%
4-bedrooms 78% 51% 27% 66% 34% 52%

Source: RSH, ONS, LBTH and VOA

For the affordability test, a standardised average rent for each product has been used based on the
proportion of stock in each size category. The table below suggests that around 34% of households
who cannot afford to rent privately could afford a Tower Hamlets Living Rent, with a further 26%
being able to afford a London Affordable Rent. A total of 40% of households would need a Social
Rent or some degree of benefit support to be able to afford their housing (regardless of the tenure),
this include 22% of households would need benefit support to afford housing even at social rent

levels.

Table 7.19 Estimated need for low-cost rented housing (% of households able to afford)

% of households able to afford

Afford Tower Hamlets Living Rent 34%
Afford London Affordable Rent 26%
Afford Social Rent 18%
Need benefit support 22%
All unable to afford market 100%

Source: Affordability analysis

The finding that 34% of households can afford a Tower Hamlets Living Rent and 26% a London
Affordable Rent does not automatically lead to a policy conclusion on the split between the different
types of housing. For example, many households who will need to access rented accommodation
will be benefit dependent and as such could technically afford a London Affordable or Tower Hamlets
Living rent i hence a higher proportion of these products might be appropriate i the analysis does
identify a notable proportion of households as being likely to need benefit support. On the flip side,
providing more social rented homes might enable households to return to work more easily, as a
lower income would potentially be needed to afford the lower social rent rather than other low-cost

rental options.

There will be a series of other considerations both at a strategic level and for specific schemes. For
example, there may be funding streams that are only available for a particular type of housing, and

this may exist independently to any local assessment of need. Additionally, there will be the
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consideration of the balance between the cost of housing and the amount that can be viably provided,
for example, it is likely that Tower Hamlets Living Rents are more viable, and therefore a greater
number of units could be provided. Finally, in considering a split between different tenures of low-
cost rented housing it needs to be considered that having different tenures on the same site (at least
at initial occupation) may be difficult i e.g. if tenants are paying a different rent for essentially the

same size/type of property and services.

Establishing a Need for Intermediate Housing

The Planning Practice Guidance confirms a widening definition of those to be considered as in

affordable need; nowincludingé househol ds which can afford to r

ent

cannot afford to buy despite a.ldowevératrthe ineefwfitnogp owni

there is no guidance about how the number of such households should be measured.

The methodology used in this report therefore draws on the current methodology, and includes an
assessment of current needs, and projected need (newly forming and existing households). The key
difference is that in looking at affordabilit y an esti mate of the number
between buying and renting is used. There is also the issue of establishing an estimate of the supply

of intermediate homes 1 this is considered separately below.

The analysis has been developed in the context of First Homes with the Government proposing that
25% of all affordable housing secured through developer contributions should be within this tenure.

A definition of First Homes (from the relevant PPG (70-001)) can be found later in this section.

Gross Need for Intermediate Housing

The first part of the analysis seeks to understand what the gap between renting and buying actually
means in the Borough 7 in particular establishing the typical incomes that might be required. The
information about incomes required to both buy and rent in different locations has already been

provided earlier in this section and so the discussion below is a broad example.

Using the income distributions developed (as set out earlier in this section) along with data about
price and rents, it has been estimated that of all households living in the private rented sector, around
22% already have sufficient income to buy a lower quartile home, with 15% falling in the rent/buy
6gapbé6. The final 64% are estimated to have an i
(i.e., would need to spend more than the calculated threshold of their income on housing costs)
although in reality it should be noted that many households will spend a higher proportion of their

income on housing.

These figures have been based on an assumption that incomes in the private rented sector are

around 88% of the equivalent figure for all households (a proportion derived from the English Housing
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Survey) and are used as it is clear that intermediate products are likely to be targeted at households

living in or who might be expected to access this sector (e.g. newly forming households).

Table 7.20 Estimated proportion of households living in Private Rented Sector able to buy
and/or rent market housing

Can afford to buy Can afford to rent | Cannot afford to buy
OR rent but not buy OR rent
Central Area 23% 13% 64%
City Fringe 21% 16% 63%
Isle of Dogs & South Poplar 18% 21% 61%
Lower Lea Valley 25% 7% 68%
TOTAL 22% 15% 64%

Source: Derived from Housing Market Cost Analysis and Affordability Testing

The finding that a proportion of households in the private rented sector are likely to have an income
that would allow them to buy a home is also noteworthy and suggests for some households, barriers
to accessing owner-occupation are less about income/the cost of housing and more about other
factors (which could for example include the lack of a deposit or difficulties obtaining a mortgage (for
example due to a poor credit rating or insecure employment)). However, some households will
choose to privately rent, for example as it is a more flexible option that may be more suitable for a

parti cul a rslifdstageqesghifariodnd locations with employment).

To study current need, an estimate of the number of households living in the Private Rented Sector
(PRS) has been established, with the same (rent/buy gap) affordability test (as described above),
then applied. The start point is the number of households living in private rented accommodation; as

of the 2021 Census there were some 46,000 households living in the sector across the Borough.

Data from the English Housing Survey (EHS) suggests that 60% of all PRS households expect to
become an owner at some point (27,600 households if applied to Tower Hamlets) and of these some
40% (11,000 households) would expect this to happen in the next 2-years. These figures are taken
as the number of households potentially with a current need for intermediate housing before any

affordability testing.

As noted above, on the basis of income it is estimated that around 15% of the private rented sector
sitin the gap between renting and buying. Applying this proportion to the above figures would suggest
a current need for around 1,690 intermediate units (113 per annum if annualised over a 15-year

period).

In projecting forward, the analysis can consider newly forming households and also the remaining
existing households who expect to become owners further into the future. Applying the same

affordability test (albeit on a very slightly different income assumption for newly forming households)

87



7.86

7.87

7.88

7.89

7.90

suggests an annual need from these two groups of around 705 dwellings (535 from newly forming
households and 169 from existing households in the private rented sector).

Bringing together the above analysis suggests that there is a need for around 817 intermediate
homes (priced for households able to afford to rent but not buy) per annum across the Borough. This

is before any assessment of the potential supply of housing is considered.

Table 7.21 Estimated Gross Need for Intermediate Housing (per annum)

Existing
Newly forming households Total Gross

Current need o
households falling into Need

need
Central Area 33 196 50 279
City Fringe 31 149 47 227
Isle of Dogs & South Poplar 44 162 65 271

Lower Lea Valley 5 29 7 41

TOTAL 113 535 169 817

Source: Derived from a range of sources

Potential Supply of Housing to Meet the Intermediate Housing Need and Net Need

As with the need for low-cost rented housing, it is also necessary to consider if there is any supply
of intermediate products from the existing stock of housing. As with assessing the need for
intermediate housing, it is the case that at present the PPG does not include any suggestions about
how the supply of housing to meet these needs should be calculated.

One source is likely to be resales of low-cost home ownership products with data from the Regulator
of Social Housing showing a total stock in 2022 of 3,754 homes. If these homes were to turnover at
the same rate seen for the social housing stock then they would be expected to generate around 69
resales each year. These properties would be available for these households and can be included

as the potential supply.

In addition, it should be noted that the analysis looks at households unable to afford a lower quartile
property price. By definition, a quarter of all homes sold will be priced at or below a lower quartile
level. According to the Land Registry, in Tower Hamlets there were a total of 1,797 resales (i.e.,
excluding newly-built homes) in the last year (year to September 2022) and therefore around 449
would be priced below the lower quartile. This is 449 homes that would potentially be affordable to

the target group for intermediate housing.

It is then possible to provide a best estimate of the supply of lower quartile homes that are bought by
the target group of households (assumed to be first-time buyers). Whilst dated, a report by Bramley

and Wilcox in 2010 (Evaluating requirements for market and affordable housing) noted that around

88



40% of first-time buyer with a mortgage buy at or below the lower quartile!®. Other recent data
suggests that first time buyers account for around half of home purchase loans?!® with a total of around

65% of all homes being bought with a loan (35% as cash buyers?°).

7.91  Bringing this together would point to 32.5% of homes being bought by first-time buyers and around
13% of all homes being a lower quartile home bought by a first-time buyer (32.5% x 40%) 1 this
would point to around half of all lower quartile sales as being to first-time buyers (as half of 25% is
12.5%). Therefore, for the purposes of estimating

in the supply.

7.92  We can therefore now provide three supply estimates which can be considered in the context of the

estimated need. These are:

1  Only count the supply from intermediate resales (69 per annum);

1 Include the supply from intermediate housing and half of resales of lower quartile homes
(293 per annum (224+69)); and

1 Include the supply from intermediate housing and all resales of lower quartile homes (518
per annum (449+69)).

7.93 The table below shows the estimated net need from applying these three supply scenarios. Only
including the resales of intermediate housing shows a need for 749 dwellings per annum and this

reduces to 524 if 50% of lower quartile sales are included.

Table 7.22 Estimated Net Need for Intermediate Housing(per annum)

Intermediate resales Intermediate resales Intermediate resales
only plus 50% of LQ sales plus 100% of LQ
sales
Total gross need 817 817 817
LCHO supply 69 293 518
Net need 749 524 300

Source: Derived from a range of sources

7.94  Focussing on the middle of the three scenarios above (50% of lower quartile sales) the table below

shows a need for intermediate housing in all areas although this is quite marginal in Lower Lea Valley

18 hitps://thinkhouse.org.uk/site/assets/files/1614/2010 20nhpau_202.pdf

19 hitps://www.mortgagesolutions.co.uk/news/2022/01/24/first-time-buyer-numbers-rose-to-nearly-410000-in-

2021/#:~:text=First%2Dtime%20buyers%20accounted%20for,39%20per%20cent%20in%202009

20 hitps://www.ft.com/content/e0ad2830-094f-4e61-acaa-d77457e2edbb
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i thisisduetolowerpricesi n t his area and a smaller &égapbd
rent. However, the analysis is based simply on incomes, and issues around savings are equally an
important factor in affecting households ability to purchase a home meaning (and LCHO products
such as intermediate rent and shared ownership are accessible to households who do not have
sufficient savings to buy on the open market). Therefore, there is likely to be a continuing need for

intermediate properties in all parts of the Borough.

Table 7.23 Estimated Need for Intermediate Housing by sub-area (per annum)

Total Gross Need Supply ‘ Net need
Central Area 279 120 158
City Fringe 227 61 166
Isle of Dogs & South Poplar 271 72 199
Lower Lea Valley 41 40 1
Total 817 294 524

Source: Range of sources as discussed

Implication of the Analysis

Given the analysis above, it would be reasonable to conclude that there is a need to provide housing
under the definition of intermediate housing i although there is clearly a large range depending on

the assumptions made about potential supply.

Regardless, it does seem that there are many households in Tower Hamlets who are being excluded
from the owner-occupied sector (although they can afford private rented housing). This can be seen
by analysis of tenure change, which saw the number of households living in private rented
accommodation increasing by 13,000 from 2011 to 2021. Over the same period, the number of
owners with a mortgage increased by a more modest 2,600 households. That said, some households
will choose to privately rent, for example as it is a more flexible option that may be more suitable for
a particular householddéds |ife stage (e.g. if

On this basis, and as previously noted, it seems likely in Tower Hamlets that access to owner-
occupation is being restricted by access to capital (e.g. for deposits, stamp duty, legal costs)
as well as potentially some mortgage restrictions (e.g. where employment is temporary)

rather than just being due to the cost of housing to buy (although this will be a factor).

The NPPF (last updated in July 2021) gives a clear direction that 10% of all new housing (on larger
sites) should be for intermediate housing (in other words, if 20% of homes were to be affordable then
half would be intermediate housing) and it is now the case that policy compliant planning applications
would be expected to deliver a minimum of 25% affordable housing as First Homes (as a proportion
of the total affordable housing), with Councils being able to specify the requirement for any remaining

affordable housing (subject to at least 10% of all housing being for intermediate housing).
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Firstly regarding the 10%, it is not clear that this is the best solution in the Borough. The NPPF does
provide some examples of where the 10% might not be required (paragraph 65), most notably that
the 10% would be expected unless this would 6 s i g n y fdrejudice the dbility to meet the identified
affordabl e housi ng n.éhdanerHanfletsstipeelear rfeed dor aglditional pestéd

housing would arguably mean that providing for intermediate housingw o u | dj uddpircee t he

abi

meet the needs of the &éspecific groupd requiring

Regarding the 25% of affordable housing as First Homes, it is not clear whether there is any scope
to challenge the &é&mini mumnuekofRtéritdiliate howsing (subhag LLR
or London shared ownership) might play. It is possible that provision of First Homes could squeeze
out other forms of LCHO such as shared ownership, although it is likely that there will still be a role

for this type of housing given typically lower deposit requirements.

Whilst there are clearly many households in the gap between renting and buying, households in
some cases will be able to afford homes below lower quartile housing costs. That said, it is important
to recognise that some households will have insufficient savings to be able to afford to buy a home
on the open market (particularly in terms of the ability to afford a deposit) and low-cost home
ownership homes i and shared ownership homes in particular i will therefore continue to play a role

in supporting some households.

The evidence points to a clear and acute need for rented affordable housing for lower income
households, and it is important that a supply of rented affordable housing is maintained to
meet the needs of this group including those to which the authorities have a statutory housing duty.
Such housing is notably cheaper than that available in the open market and can be accessed by

many more households (some of whom may be supported by benefit payments).

There will also be a role for intermediate housing on any 100% affordable housing schemes that may
come forward (as well as through Section 106). Including a mix of both rented and intermediate
homes to buy would make such schemes more viable, as well as enabling a range of tenures and

therefore potential client groups to access housing.

In addition, it should also be noted that the findingo f a 6 nneeenddiate hamsing does not have
any impact on the overall need for housing. It seems clear that this group of households is simply a
case of seeking to move households from one tenure to another (in this case from private renting to
owner-occupation); there is therefore no net change in the total number of households, or the number

of homes required.
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How Much Should Intermediate Homes Cost?

7.105 The analysis and discussion above suggest there are a number of households likely to fall under the
PPG definition of needing intermediate housing (including First Homes) i i.e., in the gap between
renting and buying i but that the potential supply of low-cost housing to buy makes it difficult to fully

quantify this need.

7.106 The analysis below focusses on the cost of discounted market sale (which would include First
Homes) to make them genuinely affordable before moving on to consider shared ownership (in this
case suggestions are made about the equity shares likely to be affordable and whether these shares
are likely to be offered). The analysis finishes by looking at Rent to Buy housing i London Living

Rents are a form of this tenure.

7.107 The reason for the analysis to follow is that it will be important for the Council to ensure that any
intermediate housing is sold at a price that is genuinely affordable for the intended target group i for
example there is no point in discounting a new market home by 30% if the price still remains above

that for which a reasonable home can already be bought in the open market.

Discounted Market Sales Housing (including First Homes)

7.108 In May 2021, MHCLG published a new Planning Practice Guidance (PPG) regarding First Homes.

The key parts of this guidance are set out below:

First Homes are a specific kind of discounted market sale housing and should be considered to
meet the definition of O6affordable housingé6 for pl
discounted market sale units which:

a) must be discounted by a minimum of 30% against the market value;

b) are sold to a person or persons meeting the First Homes eligibility criteria (see below);

c) on their first sale, will have a restriction registered on the title at HM Land Registry to ensure this
discount (as a percentage of current market value) and certain other restrictions are passed on at
each subsequent title transfer; and,

d) after the discount has been applied, the first sale must be at a price no higher than £250,000 (or
£420,000 in Greater London).

First Homes are the governmentds preferred discoun
least 25% of all affordable housing units delivered by developers through planning obligations.

7.109 In terms of eligibility criteria, a purchaser should be a first-time buyer with a combined annual
household income not exceeding £80,000 (or £90,000 in Greater London) and a mortgage needs to
fund a minimum of 50% of the discounted purchase price. Local authorities can set their own eligibility
criteria, which could for example involve lower income caps, a local connection test, or criteria based
on employment status. Regarding discounts, a First Home must be sold at least 30% below the open
market value. However, local authorities do have the discretion to require a higher minimum discount

of either 40% or 50% (if they can demonstrate a need for this).
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7.110 As noted above, the problem with having a percentage discount is that it is possible in some locations

7.111

7.112

7.113

or types of property that such a discount still means that the discounted housing is more expensive
than that typically available in the open market. This is often the case as new build housing itself
attracts a premium. The preferred approach in this report is to set out a series of purchase costs for
different sizes of accommodation which ensure these products are affordable for the intended group.
These purchase costs are based on current lower quartile rental prices and also consideration of the
income required to access the private rented sector and then estimating what property price this level
of income might support (assuming a 10% deposit and a 4.5 times mortgage multiple). Below is an

example of a calculation based on a 2-bedroom home:

1 Previous analysis has shown that the lower quartile rent for a 2-bedroom home in Tower
Hamlets is £1,575 per month;

1 On the basis of a household spending no more than 30% of their income on housing, a
household would need an income of around £5,250 per month to afford (£1,575/0.3) or

£63,000 per annum; and

1 With an income of £63,000, it is estimated that a household could afford to buy a home for
around £315,000. This is based on assuming a 10% deposit (mortgage for 90% of value)
and a 4.5 times mortgage multiple 7 calculated as £63,000%4.5/0.9.

Therefore, £315,000 is a suggested purchase price to make First Homes/discounted home
ownership affordable for households in the rent/buy gap in Tower Hamlets. This figure is essentially
the equivalent price that is affordable to a household who can just afford to rent privately. In reality,
there will be a range of incomes in the rent/buy gap and so some households could afford a higher
price; however, setting all homes at a higher price would mean that some households will still be
unable to afford.

On this basis, it is considered reasonable to look at the cost of First Homes as a range, from the
equivalent private rent figure up to a midpoint of the cost of open market purchase and the relevant
private rented figure (for a 2-bedroom home this is £425,000, giving a midpoint of £370,000). The
use of a midpoint would mean that only around half of households in the rent/buy gap could afford,
and therefore any housing provided at such a cost would need to also be supplemented by an

equivalent number at a lower cost (which might include other tenures such as shared ownership).

To estimate what levels of discount these prices might equate to it is necessary to estimate the likely
cost of a home prior to any discount; calculating the Open Market Value (OMV). This is not
straightforward as housing costs will vary depending on location and the type of scheme, however,

it is the case that homes will be newbuilds and are likely to attract a newbuild premium.
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7.114 The table below shows the lower quartile cost of existing and new homes by type from Land Registry
data; to boost the sample of hew homes data from the last 5-years has been used i data is only
provided for flats/maisonettes as this comprises the vast majority of sales in the Borough. The
analysis clearly identifies that newbuild homes are more expensive than existing homes in the stock

although the overall average Opremiumbé varies by vy

7.115 Overall the data points to a newbuild premium of around 38% and this figure has been used in

calculations of OMV and against which a discount can be judged.

Table 7.24 Lower quartile cost of housing to buy (existing and newly-built flats) T past 5-
years (datato September 2022) i Tower Hamlets

‘ Existing dwellings Newly-built dwellings New-build premium
2018 £355,000 £437,500 23%
2019 £340,000 £455,000 34%
2020 £355,000 £473,900 33%
2021 £367,750 £552,900 50%
2022 £365,000 £536,750 47%

Source: Land Registry

7.116 The table below therefore sets out a suggested purchase price for intermediate housing/First Homes.
The tables also show an estimated OMV and the level of discount likely to be required to achieve
affordability. As noted, the OMV is based on taking the estimated lower quartile price by size and
adding 38%. It should be noted that the discounts are based on the OMV as estimated, in reality the
OMV might be quite different for specific schemes and therefore the percentage discount would not
be applicable.

7.117 On the basis of the specific assumptions used, the analysis points to a discount of in excess of 30%
for all sizes of accommodation to deliver genuinely affordable homes. Given there is a cap of
£420,000 on the purchase price (and looking at the estimated pricing below), it may be difficult for

3+-bedroom homes to be provided as First Homes (and in some cases 2-bedroom homes).

Table 7.25 Intermediate prices i data for year to September 2022 i Tower Hamlets

Affordable Price Estimated newbuild Discount required
oMV

1-bedroom £260,000-£292,500 £448,500 35%-42%
2-bedrooms £315,000-£370,000 £586,500 37%-46%
3-bedrooms £383,000-£429,000 £655,500 35%-42%
4+-bedrooms £500,000-£587,500 £931,500 37%-46%

Source: Derived from a range of sources
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7.118

7.119

7.120

7.121

7.122

Key Points in Relation to First Homes

The paragraphs below seek to answer a series of questions in relation to First Homes. This should
help the Council in deciding the appropriate approach, although ultimately there will be choices and
decision to be made by the Council that this report can only comment on. Whilst the analysis above
has focussed on pricing, the discussion below also draws on this information to consider whether

there are any specific local criteria that could be applied.

Is there a justification for a discount of greater than 30%, if so, what should it be?

Arguably there is a case to seek a discount in excess of 30% - a higher discount will certainly make
homes cheaper and therefore potentially open up additional households as being able to afford. In
addition, the analysis does suggest that larger homes could potentially need a higher discount to

make them affordable.

However, providing a higher discount may well have an impact on viability, meaning the Council will
not be able to provide as many homes in other tenures (such as rented affordable housing which is
likely to be needed by those with more acute needs and fewer choices in the housing market). The
Council could therefore investigate higher discounts, but it is not recommended to seek figures higher
than 30%, unless this can be proven to not impact on overall affordable delivery. If sticking at 30% it

is possible that delivery would need to mainly be of 1-bedroom homes (to keep within the price cap).

Is the maximum price of £420K after discount an appropriate maximum sales value?

In Tower Hamlets the answer to this is certainly, yes. Tower Hamlets is a high price area and there
is really no scope for this price cap to be lowered (it cannot be increased). As can be seen from
previous analysis, a 30% price discount on a 2-bedroom home would still lead to an estimated

purchase price of around £411,000 (a figure close to the cap).

Is the national threshold of £90,000 for household income appropriate?

Given the conclusions regarding the price cap, and the fact that there is likely to be a link between
prices and incomes (in terms of guidance) it seems reasonable that the upper end threshold is
maintained. However, the analysis in this report assumes a household could secure a 4.5 times
mortgage multiple (and a 10% deposit). Applying these figures to a £420,000 home would actually
lead to an income of £84,000, however it is likely that many households with a higher income are
currently unable to afford to buy a home and therefore the higher figure is reasonable. Additionally,

it is unclear at this stage what size of multiple lenders might offer against a First Home.

What is the level of need for such products?
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7.123 In some ways, this is a difficult question to answer. The analysis is clear that there are likely to be a
number of households whose incomes sit in the range of being able to afford to privately rent, but
not being able to buy a home. It can be concluded that as long as First Homes are made available
for an affordable price, it is likely there will be a strong demand (although some households in the
rent/buy gap may not choose a discounted product given that the discount is held in perpetuity).
Alternatively, it is possible that First Homes see demand from those who can technically afford
housing in the existing market i this would not be meeting a need but would arguably provide some

demand for this type of home.

7.124 Regardless of the need/demand, it is not recommended that the Council seek to reduce the amount
of low-cost rented homes by prioritising First Homes. The evidence does not support the Council in
seeking more than 25% of affordable housing as First Homes i arguably supporting any at all could

reducet h e C o ahility io méesthe most acute needs.

Should the Council set local eligibility criteria?

7.125 First Homes are designed to help people to get on the housing ladder in their local area, and in
particular to ensure that key workers providing essential services are able to buy homes in the areas
where they work. The Council can therefore prioritise key workers for First Homes, and are

encouraged to do so, especially if they have an identified local need for certain professions.

7.126 To ensure First Homes are available to local residents and workers a local connection eligibility
criteria could be used. This could be in-line with any criteria within local allocations policy and for

example could require potential purchasers to demonstrate that they:

9 Live in Tower Hamlets (for a period of time (possibly 2-years));

T Work over 16 hours a week in Tower Hamlets, or

1 Have a close relative (parent, adult son or daughter or adult sibling) who has lived in Tower

Hamlets for a period of time

7.127 Additional preference could be given to essential workers. Annex 2 of the NPPF also includes the
needs of essential local workers6 Af f or dabl e housing: housing for sal
are not met by the market (including housing that provided a subsidised route to home ownership

and/or is for essential local workers§lemphasis added]. Essential local workers are definedas 6 Pu b | i ¢

sector employees who provide frontline services in areas including health, education and community
safety T such as NHS staff, teachers, police, firefighters and military personnel, social care and

chidcare workersbo
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7.128

7.129

7.130

7.131

Shared Ownership

Whilst the Government has a clear focus on First Homes, they also see a continued role for Shared

Owner ship, l aunching a ONew Model for Shared

consultation) T this includes a number of proposals, with the main one for the purposes of this
assessment being the reduction of the minimum initial share from 25% to 10%. A key advantage of
shared ownership over other tenures is that a lower deposit is likely to be required than for full or
discounted purchase. Additionally, the rental part of the cost will be subsidised by a Registered

Provider and therefore keeps monthly outgoings down.

For the purposes of the analysis in this report it is considered that for shared ownership to be

affordable, total outgoings should not exceed that needed to rent privately.

Because shared ownership is based on buying part of a property, it is the case that the sale will need
to be at open market value. Where there is a large gap between the typical incomes required to buy
or rent, it may be the case that lower equity shares are needed for homes to be affordable (at the
level of renting privately). The analysis below therefore seeks to estimate the typical equity share
that might be affordable for different sizes of property with any share lower than 10% likely to be

unavailable. The key assumptions used in the analysis are:

T OMV at LQ price plus 38% (reflecting likelihood that newbuild homes will have a premium
attached and that they may well be priced above a LQ level) 7 it should be noted that this is
an assumption for modelling purposes and consideration will need to be given to the OMV

of any specific product;

1 10% deposit on the equity share;

1 Rentat2.75% pa on unsold equity;

1 Repayment mortgage over 25-years at 4%;

1 Service charge of £100 per month for flatted development (assumed to be 1- and 2-

bedroom homes); and

1 Itis also assumed that shared ownership would be priced for households sitting towards the
bottom end of the rent/buy gap and so the calculations assume that total outgoings should

be no higher than the equivalent private rent (lower quartile) cost for that size of property.

The table below shows that to make shared ownership affordable, equity shares in the region of 9%

to 26% could work for different sizes of home. It therefore seems it will be difficult to make shared

ownership 6worké and the Council could consider

difficult to make homes genuinely affordable.
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7.132

7.133

7.134

7.135

As with conclusions on First Homes, it should also be noted that the analysis below is predicated on
a particular set of assumptions (notably about likely OMV). In reality costs do vary across the area
and will vary from site to site. Therefore, this analysis should be seen as indicative with specific
schemes being tested individually to determine if the product being offered is genuinely (or

reasonably) affordable.

Table 7.26 Estimated Affordable Equity Share by Size i Tower Hamlets
1-bedroom @ 2-bedrooms 3-bedrooms 4-bedrooms

oMV £448,500 £586,500 £655,500 £931,500
Share 16% 9% 26% 16%
Equity Bought £70,000 £53,400 £167,800 £148,600
Mortgage Needed £63,000 £48,000 £151,000 £133,700
Monthly Cost of Mortgage £332 £254 £797 £706
Retained Equity £378,500 £533,100 £487,700 £782,900
Monthly Rent on Retained Equity £867 £1,222 £1,118 £1,794
Service Charge per month £100 £100 £0 £0
Total Cost per month £1,300 £1,575 £1,915 £2,500

Source: Data based on Housing Market Cost Analysis

In policy terms, whilst the analysis has provided an indication of the equity shares possibly required
by size, the key figure is actually the total cost per month (and how this compares with the costs to
access private rented housing). For example, whilst the table suggests a 16% equity share for a 1-
bedroom home, this is based on a specific set of assumptions. Were a scheme to come forward with
a 16% share, but a total cost in excess of £1,300 per month, then it would be clear that a lower share
is likely to be required to make the home genuinely affordable. Hence the actual share can only be
calculated on a scheme-by-scheme basis. Any policy position should seek to ensure that outgoings
are no more than can reasonably be achieved in the private rented sector, rather than seeking a

specific equity share.

Rent to Buy (including London Living Rents)

A further affordable option is Rent to Buy; this is a government scheme designed to ease the
transition from renting to buying the same home. Initially (typically five years) the newly built home
will be provided at a rent below market rates (approximately 20% below the market rate). The
expectation is that the discount provided in that first five years is saved in order to put towards a
deposit on the purchase of the same property. Rent to Buy can be advantageous for some

households as it allows for a smaller O6stepd

At the end of the five-year period, depending on the scheme, the property is either sold as a shared
ownership product or to be purchased outright as a full market property. If the occupant is not able

to do either of these then the property is vacated.
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7.136

7.137

7.138

7.139

In order to access this tenure it effectively requires the same income threshold for the initial phase
as a market rental property although the cost of accommodation will be lower. The lower than market
rent will allow the household to save for a deposit for the eventual shared ownership or market
property. In considering the affordability of rent-to-buy schemes there is a direct read across to the
income required to access intermediate housing (including shared ownership), it should therefore be
treated as part of the intermediate products suggested by the NPPF and London Plan.

The affordable housing category of London Living Rent (LLR) is essentially a form of Rent-to-Buy
housing and would typically be available at a rent level that can be considered to be quite affordable
in the context of market prices to both buy and rent. The table below shows London Living rents as
set by the GLA and how these compare with lower quartile market rents. The LLR data has been
based on taking a crude average of figures provided by the GLA (which are at ward level and capped
at £1,400 in some locations for some dwelling sizes). The analysis is clear that LLR is quite
affordable, with all sizes of accommodation showing rent levels well below current lower quartile

figures i for 2-bedroom homes the LLR is around 80% of the market.

Table 7.27 Comparison of London Living Rent levels and market rents T Tower Hamlets

London Living Rent Lower quartile (LQ) LLR as % of LQ
market rent market rent

1-bedroom £1,109 £1,300 85%
2-bedrooms £1,223 £1,575 78%
3-bedrooms £1,313 £1,915 69%
4-bedrooms £1,363 £2,500 55%

Source: ONS and GLA

It is possible to use this data to compare income levels likely to be require to access a range of
products with the table below showing income required for outright market purchase, the income
required for a midpoint intermediate product, the income for private renting and the LLR. The figures
are based on the same assumptions as set out earlier in this section (a 10% deposit and 4.5 times

income multiple for buying and a 30% income threshold for rented housing).

This analysis really does emphasise the affordability of LLR as an intermediate product, with
substantial gaps in income requirements between LLR and other forms of housing, particularly for
larger property sizes. This would suggest LLR is a particularly affordable form of intermediate

housing and should be encouraged where opportunities arise.
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7.140

7.141

7.142

7.143

7.144

Table 7.28 Comparison of incomes required to access different housing products i Tower
Hamlets

Intermediate

Market purchase

Lower quartile London Living

(LQ) market rent Rent
1-bedroom £65,000 £58,500 £52,000 £44,400
2-bedrooms £85,000 £74,000 £63,000 £48,900
3-bedrooms £95,000 £85,800 £76,600 £52,500
4-bedrooms £135,000 £117,500 £100,000 £54,500

Source: Based on a range of sources

Summary

Analysis has been undertaken to estimate the annual need for affordable housing. The analysis is
split between a need for low-cost rented accommodation (based on households unable to buy OR
rent in the market) and the need for intermediate housing i this includes housing for those who can

afford to rent privately but cannot afford to buy a home.

The analysis has taken account of local housing costs (to both buy and rent) along with estimates of
household income. Additionally, consideration is given to estimates of the supply of low-cost rented
housing, resales of low-cost home ownership properties (such as shared ownership) and lower

quartile sales of existing homes.

When looking at rented needs, the analysis suggests a need for 3,615 affordable homes per annum
across the Borough, with needs being seen in all four sub-areas. Despite the level of need being
high in relation to the calculated housing need, it is not considered that this points to any requirement

for the Council to increase the Local Plan housing requirement due to affordable needs.

The link between affordable need and overall need (of all tenures) is complex and in trying to make
a link it must be remembered that many of those picked up as having an affordable need are already
in housing (and therefore do not generate a net additional need for a home). That said, the level of
affordable need does suggest the Council should maximise the delivery of such housing at every

opportunity.

The analysis suggests there will be a need for a range of low-cost rented housing i Tower Hamlets
Living rents will be particularly suitable for households who are close to being able to afford to rent
privately and possibly also for some households who claim full Housing Benefit. It is however clear
that social rents are more affordable and could benefit a wider range of households i social rents
could therefore be prioritised where delivery does not prejudice the overall delivery of affordable

homes.
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7.145

7.146

7.147

7.148

When looking at intermediate products, the analysis again shows a need, although it is clear the
need is much lower than for low-cost rented products 1 the analysis also points to a more limited
need for intermediate housing in the Lower Lea Valley area. The evidence does however suggest
there are many households who are being excluded from the owner-occupied sector (as evidenced
by much stronger growth in the private rented sector compared with the number of owners with a
mortgage). This suggests that a key issue in the Borough is about access to capital (e.g. for deposits,
stamp duty, legal costs) as well as potentially mortgage restrictions (e.g. where employment is

temporary) rather than simply the cost of housing to buy (although this will clearly be a factor).

The study also considers different types of intermediate products (notably First Homes, London
Living Rents (LLR) and London shared ownership) as each will have a role to play. London Living
Rents look to be quite affordable in the context of market prices, whereas shared ownership is likely
to be suitable for households who are just able to afford to privately rent but whose income falls a
long way from being able to buy i shared ownership has the advantage of a lower deposit when
compared with other forms of housing such as First homes and also includes a subsidised rent.

Overall, given the cost of housing locally, it seems very difficult for intermediate products to be

provided and be consi der g dartiewarlydog largen homesl This agdif or dab

points to the need for the Council to maximise the delivery of low-cost rented housing where possible.

Drawing the analysis together, our policy recommendation is:

1 The London Plan under Policy H6 requires a minimum of 30% low-cost rented homes, 30% of
intermediate products with the remaining 40% to be determined by the Borough.

I The needs assessment in this report shows a greater need for low-cost rented homes than
intermediate housing. As a result, there is evidently a higher need for rented provision, thus the

remaining 40% to be determined by the Borough should therefore be low-cost rented homes;

1 Interms of the split between different types of low-cost rented homes, the needs assessment
would suggest a profile focused more towards social and London Affordable Rents (40% social
rented, 25% London affordable rented and 35% Tower Hamlets Living Rents). On the basis that
there is a need for 70% of affordable housing as low-cost rented, this would imply 28% social
rented, 17.5% London affordable rented and 24.5% Tower Hamlets Living Rents as a proportion

of overall affordable housing.

1  The remaining 30% intermediate housing element would be focused on the more affordable
products which are accessible to a wider range of households, these being London Living Rent,
shared ownership and Rent to Buy; with the Council seeking to avoid provision of First Homes

which would predominantly be 1-bedroom.
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7.149

7.150

This translates into an overall apportionment of affordable housing need as set out in the Table below
with a recommended tenure split of 70% low-cost rented homes and 30% intermediate homes. Under
the low cost-rented tenure, the recommendation is to focus on homes with social rents (38.5%) over
homes set at LAR (31.5%).

Table 7.29 Affordable Housing Split: Recommendations

S Proportion (%) Products Indicative
Proportion (%)

Social Rent 28%
Low-cost rented 70% London Affordable Rent 17.5%
Tower Hamlets Living Rent 24.5%

London Living Rent 15%

Intermediate 30% Shared Ownership 15%

First Homes/Discounted Market Sale 0%

Overall, the analysis identifies a notable need for affordable housing, and it is clear that provision of
new affordable housing is an important and pressing issue in the area. The evidence points to a
particular need for low-cost rented housing and arguably, there is evidence in this report to increase
the proportion of low-cost rented housing beyond the 70% tenure split identified; however the amount
of affordable housing delivered will be limited to the amount that can viably be provided and is being

considered through a separate Viability Study.
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8.1

8.2

8.3

HOUSING MIX

This section considers the appropriate mix of housing across Tower Hamlets, with a particular focus
on the sizes of homes required in different tenure groups. This section looks at a range of statistics
in relation to families (generally described as households with dependent children) before moving on
to look at how the number of households in different age groups are projected to change moving
forward.

Background Data

The number of families in Tower Hamlets (defined for the purpose of this assessment as any
household which contains at least one dependent child) totalled 32,700 as of the 2021 Census,
accounting for 27% of households; this proportion is slightly lower than that seen in other areas i

particularly when compared with data for London.

Table 8.1

No.

Households with dependent children (2021)
Tower Hamlets

%

London
%

England

%

Married couple 17,256 14.3% 15.8% 14.4%
Cohabiting couple 2,499 2.1% 3.0% 4.5%
Lone parent 7,962 6.6% 7.8% 6.9%
Other households 4,952 4.1% 4.7% 2.7%
All other households 87,877 72.9% 68.7% 71.5%
Total 120,546 100.0% 100.0% 100.0%
Total with dependent children 32,669 27.1% 31.3% 28.5%

Source: Census (2021)

The figure below shows the tenure of households with dependent children. Overall, some 60% of
households with dependent children live in the social rented sector, and there are very few owner-
occupiers (19% of the total). There are some differences by household type with lone parents having
a very high proportion living in the social rented sector (76%) and very few owner-occupiers (8% of

lone parents).
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8.4

Figure 8.1: Tenure of households with dependent children (2021) i Tower Hamlets
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The figure below shows levels of overcrowding and under-occupancy of households with dependent
children. This shows very high levels of overcrowding for all household types with dependent
children, including 71% of all lone parents being overcrowded. Overall, some 44% of households

with dependent children are overcrowded, compared with 5% of other households.

Figure 8.2: Occupancy rating of households with dependent children (2021) i Tower Hamlets
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8.5

8.6

8.7

The Mix of Housing

A model has been developed that starts with the current profile of housing in terms of size (bedrooms)
and tenure. Within the data, information is available about the age of households and the typical
sizes of homes they occupy. By using demographic projections linked to the calculated housing need,

it is possible to see which age groups are expected to change in number, and by how much.

On the assumption that occupancy patterns for each age group (within each tenure) remain the
same, it is therefore possible to assess the profile of housing needed is over the assessment period

(taken to be 2023-33 to be consistent with demographic projections developed in this report).

An important starting point is to understand the current balance of housing in the area i the table
below profiles the sizes of homes in different tenure groups across areas. Across all tenures, the
data shows a dwelling profile skewed towards smaller properties when compared with regional and
national data i the analysis is also interesting in showing a lower proportion of 3+-bedroom homes
in the market sector than for affordable housing i a completely different pattern to that seen in other
areas. Overall, the average number of bedrooms in social rented homes is slightly higher than seen
in other locations. Observations about the current mix feed into conclusions about future mix later in
this section.

Table 8.2 Number of Bedrooms by Tenure, 2021

‘ Tower Hamlets London England
Owner-occupied | 1-bedroom 24% 10% 4%
2-bedrooms 47% 25% 21%
3-bedrooms 22% 37% 46%
4+-bedrooms 7% 28% 29%
Total 100% 100% 100%
Ave. no. beds 2.11 2.83 3.00
Social rented 1-bedroom 30% 32% 29%
2-bedrooms 36% 36% 36%
3-bedrooms 24% 25% 31%
4+-bedrooms 10% 7% 4%
Total 100% 100% 100%
Ave. no. beds 2.15 2.07 2.10
Private rented 1-bedroom 38% 31% 21%
2-bedrooms 39% 37% 39%
3-bedrooms 14% 20% 29%
4+-bedrooms 9% 11% 11%
Total 100% 100% 100%
Ave. no. beds 1.94 2.09 2.30

Source: Census (2021)
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Overview of Methodology

8.8 The method to consider future housing mix looks at the ages of the Household Reference Persons
and how these are projected to change over time. The sub-sections to follow describe some of the

key analysis.

Understanding How Households Occupy Homes

8.9 Whilst the demographic projections provide a good indication of how the population and household
structure will develop, it is not a simple task to convert the net increase in the number of households
into a suggested profile for additional housing to be provided. The main reason for this is that in the
market sector, households are able to buy or rent any size of property (subject to what they can
afford) and therefore knowledge of the profile of households in an area does not directly transfer into

the sizes of property to be provided.

8.10  The size of housing which households occupy relates more to their wealth and age than the number
of people they contain. For example, there is no reason why a single person cannot buy (or choose
to live in) a 4-bedroom home as long as they can afford it, and hence projecting an increase in single

person households does not automatically translate into a need for smaller units.

8.11 That said, issues of supply can also impact occupancy patterns, for example it may be that a supply
of additional smaller level access homes would encourage older people to downsize but in the

absence of such accommodation these households remain living in their larger accommodation.

8.12  The issue of choice is less relevant in the affordable sector (particularly since the introduction of the
social sector size criteria) where households are allocated properties which reflect the size of the
household, although there will still be some level of under-occupation moving forward with regard to
older person and working households who may be able to under-occupy housing (e.g. those who
can afford to pay the spare room subsidy (o6bedroom

8.13 The approach used is to interrogate information derived in the projections about the number of
household reference persons (HRPs) in each age group and apply this to the profile of housing within

these groups (data being drawn from the 2021 Census).

8.14  The figures below show an estimate of how the average number of bedrooms varies by different
ages of HRP and broad tenure group for Tower Hamlets and London for comparative purposes. In
the owner-occupied sector the average size of accommodation rises over time whilst the private
rented sector shows an increase up to about age 50 and then falling as households get older. The
figure is also notable for showing the much larger dwelling sizes in London compared to Tower

Hamlets.
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Figure 8.3: Average Bedrooms by Age and Tenure in Tower Hamlets and London
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Source: Census (2021)

The analysis uses the existing occupancy patterns at a local level as a start point for analysis and
applies these to the projected changes in Household Reference Person by age discussed below.

The analysis has been used to derive outputs for three broad categories. These are:

1 Market Housing i which is taken to follow the occupancy profiles in the owner-occupied

sector,

1 Intermediate Housing i which is taken to follow the occupancy profile in the private rented
sector (this is seen as reasonabl e as the

looks to be largely driven by a wish to see households move out of private renting); and

1 Low-cost Rented Housing 7 which is taken to follow the occupancy profile in the social
rented sector. The affordable sector in the analysis to follow would include a range of low-

cost rented options.

Changes to Households by Age
The table below presents the projected change in households by age of household reference person,
this shows growth as being expected to be particularly strong in the 50-64 age group and also people

aged 65 and over. Younger age groups do also see a notable projected increase in households.
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Table 8.3 Projected Change in Household by Age of HRP in Tower Hamlets (trend-based

projection)
2023 2038 Change in % Change
Households

Under 25 8,066 9,473 1,407 17.4%
25-34 35,060 37,745 2,685 7.7%

35-49 47,189 53,387 6,198 13.1%
50-64 25,849 44,759 18,910 73.2%
65-74 7,464 14,794 7,330 98.2%
75-84 3,928 8,431 4,503 114.6%
85+ 1,767 3,108 1,341 75.9%
TOTAL 129,322 171,697 42,375 32.8%

Source: Demographic Projections

Initial Modelled Outputs

By following the methodology set out above and drawing on the sources shown, a series of outputs
have been derived to consider the likely size requirement of housing within each of the three broad
tenures at a local authority level. Two tables are provided, considering both local and regional
occupancy patterns. The data linking to local occupancy will to some extent reflect the role and
function of the local area, whilst the regional data will help to establish any particular gaps (or relative

surpluses) of different sizes/tenures of homes when considered in a wider context.

The analysis for rented affordable housing can also draw on data from the local authority Housing
Register with regards to the profile of need i this shown in the table below from January 2023. This
shows for the whole register the greatest need to be for 1-bedroom homes, however if data is only
provided for households in Bands 1 and 2 (likely to have the greatest needs) then there is a clear
shift towards a need for more larger homes i over half of Bands 1 and 2 need a home with 3 or more

bedrooms.

Table 8.4  Size of Low-Cost Rented Housing T Housing Register Information (January

2023)
All register Bands 1 and 2

Number of % of households Number of % of households

households households
1-bedroom 9,723 42% 3,454 25%
2-bedrooms 5,169 22% 3,144 23%
3-bedrooms 6,592 29% 5,549 41%
4+-bedrooms 1,629 7% 1,546 11%
TOTAL 23,113 100% 13,693 100%

Source: Tower Hamlets Council

108



8.19

8.20

8.21

8.22

The table below shows the modelled outputs of need by dwelling size in the three broad tenures.
This shows a particularly strong need for 2-bedroom homes in all tenures but also an appreciable

need for smaller (1-bedroom) and larger (3+-bedroom) homes. Generally, the largest homes are

needed in the affordable housing (rented) sector and the smallest for intermediate housing.

Table 8.5 Modelled Mix of Housing by Size and Tenure in Tower Hamlets
‘ 1-bedroom 2-bedrooms 3-bedrooms 4+-bedrooms
Market 20% 44% 27% 8%
Intermediate 40% 38% 14% 9%
Low-cost rented 30% 34% 26% 11%

Source: Housing Market Model

Adjustments for Under-Occupation and Overcrowding

Previous analysis has shown a significant level of overcrowding in the Borough, and indeed some
households under-occupying dwellings. The analysis below uses this information to look at how the
mix based on occupancy could be adjusted to take account of households who are overcrowded
(and therefore need a larger home than they actually live in) and also those who under-occupy (have

more bedrooms than they need).

Whilst it would not be reasonable to expect to remove all under-occupancy (particularly in the market
sector) it is the case that in seeking to make the most efficient use of land it would be prudent to look
to reduce this over time. Indeed, in the future there may be a move away from current (2021)
occupancy patterns due to affordability issues (or eligibility in social rented housing) as well as the
type of stock likely to be provided (potentially a higher proportion of flats).

The table below shows a cross-t abul ati on of a househol dés
bedrooms in their home (for owner-occupiers). This shows a number of households with at least 2
spare bedrooms who are living in homes with 3 or more bedrooms as well as a higher number with
1 spare bedroom. There are also a number of overcrowded households. Overall, in the owner-
occupied sector in 2021, there were 16,600 households with some degree of under-occupation and

2,300 overcrowded households.
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Table 8.6

occupied sector) i Tower Hamlets

Cross-tabulation of occupancy rating and number of bedrooms (owner-

Occupancy Number of bedrooms

rating 3-bed 4+-bed

+2 0 0 2,996 1,169 4,165

+1 0 9,984 2,116 382 12,482
0 7,036 3,708 1,054 237 12,035
-1 554 913 641 234 2,342

TOTAL 7,590 14,605 6,807 2,022 31,024

Source: Census (2021)

For completeness the tables below show the same information for the social and private rented
sectors. In the private rented sector there are more under-occupying households than overcrowded,
but differences are less marked than seen for owner-occupied housing. For the social rented sector,
the number of overcrowded households is in excess of those under-occupying (11,600 overcrowded
versus 8,800 under-occupying).

Table 8.7 Cross-tabulation of occupancy rating and number of bedrooms (social rented

sector) i Tower Hamlets

Occupancy Number of bedrooms

rating 3-bed 4+-bed

+2 0 0 1,337 821 2,158
+1 0 3,743 2,013 918 6,674
0 10,382 6,823 4,375 1,238 22,818
-1 2,379 5,028 2,860 1,320 11,587
TOTAL 12,761 15,594 10,585 4,297 43,237

Source: Census (2021)

Table 8.8

sector) i Tower Hamlets

Cross-tabulation of occupancy rating and number of bedrooms (private rented

Occupancy Number of bedrooms

rating 3-bed 4+-bed

+2 0 0 1,173 1,543 2,716
+1 0 7,452 1,660 892 10,004
0 15,366 8,449 3,168 1,372 28,355
-1 2,226 1,955 726 294 5,201
TOTAL 17,592 17,856 6,727 4,101 46,276

Source: Census (2021)

In using this data in the modelling, an adjustment is made to move some of those who would have
been picked up in the modelling as under-occupying into smaller accommodation. Where there is
under-occupation by 2 or more bedrooms, the adjustment takes 25% of this group and assigns to a
6 + 1céupaocy rating and a further 12.5% (i.e., a n

bedr oom, 12. 5% ar e

eighth) to a 06006 rating.

spar e assigned to a 6006 rating |
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to be recognised as assumptions but can be seen to be reasonable as they do retain some degree
of under-occupation (which is likely) but does also seek to model a better match between household
needs and the size of their home. For overcrowded households a move in the other direction is made,

in this case households are moved up as many bedrooms as is needed to resolve the problems.

The adjustments for under-occupation and overcrowding lead to the suggested mix as set out in the
following table. It can be seen that this does see some differences compared with the initial modelling,
in particular a shift towards more larger homes being needed in the affordable (rented) sector i this

reflects the very high levels of overcrowding in this tenure currently.

Table 8.9 Adjusted Modelled Mix of Housing by Size and Tenure i Tower Hamlets

1-bedroom 2-bedrooms 3-bedrooms 4+-bedrooms
Market 24% 44% 23% 9%
Intermediate 37% 38% 16% 9%
Low-cost rented 26% 29% 29% 16%

Source: Housing Market Model (with adjustments)

Indicative Targets for Different Sizes of Property by Tenure

The analysis below provides some indicative targets for different sizes of home (by tenure). The
conclusions take account of a range of factors, including the modelled outputs and an understanding
of the stock profile in different locations. The analysis (for rented affordable housing) also draws on
the Housing Register data as well as taking a broader view of issues such as the flexibility of homes
to accommodate changes to households (e.qg. the lack of flexibility offered by a 1-bedroom home for

a couple looking to start a family).

Low-Cost Rented Housing

Bringing together the above, a number of factors are recognised. This includes recognising that it is
unlikely that all affordable housing needs will be met and that it is likely that households with a need

for larger homes will have greater priority (as they are more likely to contain children).

As noted, the conclusions also consider the Common Housing Register and also take account of the
current profile of housing in this sector). In taking account of the modelled outputs, the Common
Housing Register and the discussion above, it is suggested that the following mix of low-cost rented

housing would be appropriate:

1 1-bedroom: 20%
T 2-bedroom: 30%

T 3-bedroom: 30%

111



1 4+-bedroom: 20%

8.29  Conclusions are based on the number of bedrooms in a home and links to the occupancy of housing
and projected future changes. Arguably, there is additionally a strong case for the Council to consider
further increasing the piacpdidt icatbedjdomd) asthesd aven o6 f anm
to potential to bring more people out of need. This is demonstrated in the (indicative) table below
which shows provision of a 3-bedroom home might be able to meet the need of 5-6 people, whereas

a 1-bedroom property is likely to take a maximum of two people out of need.
8.30  There are currently (January 2023) 23,113 households on the Housing Register, with 64% of these
in a 1- or 2-bedroom category. However, assuming a midpoint occupancy shows that over 60% of

people on Housing Register are in a 3+-bedroom category.

Table 8.10 Number of households on Housing Register by bedrooms needed and indicative

estimate of people on register

1-bedroom 9,723 42.1% 1-2 14,585 18.1%
2-bedrooms 5,169 22.4% 3-4 17,575 21.8%
3-bedrooms 6,592 28.5% 5-6 36,256 45.0%
4+-bedrooms 1,629 7.0% 7-8 12,218 15.2%
TOTAL 23,113 100.0% - 80,633 100.0%

Source: Housing Register data from Tower Hamlets Council

Intermediate Housing

8.31 In the intermediate and market sectors a profile of housing that closely matches the outputs of the
modelling is suggested. It is considered that the provision of intermediate should be more explicitly
focused on delivering smaller family housing for younger households and childless couples. Based

on this analysis, it is suggested that the following mix of intermediate housing would be appropriate:

1 1-bedroom: 35%
1 2-bedroom: 45%
T 3-bedroom: 15%

1 4+-bedroom: 5%

Market Housing
8.32  Finally, in the market sector, a balance of dwellings is suggested that takes account of both the
demand for homes and the changing demographic profile (as well as observations about the current

mix and also the potential to reduce overcrowding and slightly reduce levels of under-occupancy):
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T 1-bedroom: 25%
1 2-bedroom: 45%
T 3-bedroom: 20%

1 4+-bedroom: 10%

Although the analysis has quantified this on the basis of the market modelling and an understanding
of the current housing market, it does not necessarily follow that such prescriptive figures should be
included in the plan making process (although it will be useful to include an indication of the broad
mix to be sought across the study area) i demand can change over time linked to macro-economic

factors and local supply. Policy aspirations could also influence the mix sought.

The suggested figures can be used as a monitoring tool to ensure that future delivery is not
unbalanced when compared with the likely requirements as driven by demographic change in the
area. The recommendations can also be used as a set of guidelines to consider the appropriate mix
on larger development sites, and the Council could expect justification for a housing mix on such
sites which significantly differs from that modelled herein. Site location and area character are also
however relevant considerations the appropriate mix of market housing on individual development

sites.

Sub-area Housing Mix

The analysis above looks at the mix of housing across the whole Borough, there will however be
differences between locations which might point to a different mix as being appropriate. The
discussion below does not seek to replicate the mix modelling for smaller areas but looks at some of

the data used within the modelling for the four areas. This analysis covers:

1 Household composition;
1 Current housing mix; and
1 Overcrowding and under-occupation

The table below shows household composition (focussing on households with dependent children)
for each of the four sub-areas). This clearly shows higher proportions of households with dependent
children in Lower Lea Valley and the Central area i in both cases around 30% of households contain
dependent children, compared with 24% in the other two sub-areas. This initially points to the

potential need for a slightly larger mix of homes in these locations.
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Table 8.11 Households with dependent children (2021) T sub-areas

Isle of Dogs Lower Lea Tower
Central . .
City Fringe & South Valley Hamlets
Area
Poplar
Married couple 15.7% 12.8% 13.0% 14.7% 14.3%
Cohabiting couple 2.3% 1.7% 1.9% 2.5% 2.1%
Lone parent 7.1% 5.2% 5.9% 8.8% 6.6%
Other households 4.6% 4.1% 2.9% 4.5% 4.1%
All other households 70.2% 76.2% 76.3% 69.4% 72.9%
Total 100.0% 100.0% 100.0% 100.0% 100.0%
Total with dependent chilq  29.8% 23.8% 23.7% 30.6% 27.1%

Source: Census (2021)

The table below shows the number of bedrooms in dwellings by tenure. In the market sector this
shows a slightly higher average in the Central area than other locations, with Lower Lea Valley having
the smallest dwelling sizes. For social rented housing, it is Lower Lea Valley with the largest dwellings
sizes (smallest in the City Fringe). Finally in the private rented sector, the smallest dwellings are seen
in the Isle of Dogs/South Poplar, larger homes in the Central area. Despite there being differences,
it is not considered these are significant and in themselves do not point to a different mix as being

needed in different locations.

Table 8.12 Number of Bedrooms by Tenure and sub-area, 2021

Isle of Lower Lea Tower
Central : : Dogs & Valley Hamlets
City Fringe
Area South
Poplar
Owner- 1-bedroom 21% 26% 26% 30% 24%
occupied | 2-bedrooms 45% 46% 50% 47% 47%
3-bedrooms 26% 21% 18% 18% 22%
4+-bedrooms 8% 7% 5% 4% 7%
Total 100% 100% 100% 100% 100%
Ave. no. beds 2.20 2.09 2.02 1.96 2.11
Social 1-bedroom 29% 35% 28% 25% 30%
rented 2-bedrooms 37% 34% 34% 36% 36%
3-bedrooms 25% 20% 27% 28% 24%
4+-bedrooms 9% 10% 11% 11% 10%
Total 100% 100% 100% 100% 100%
Ave. no. beds 2.14 2.06 2.21 2.24 2.15
Private 1-bedroom 33% 39% 46% 34% 38%
rented 2-bedrooms 38% 38% 38% 42% 39%
3-bedrooms 17% 15% 11% 15% 14%
4+-bedrooms 12% 8% 5% 9% 9%
Total 100% 100% 100% 100% 100%
Ave. no. beds 2.09 1.92 1.76 1.98 1.94

Source: Census (2021)
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The table below shows levels of overcrowding and under-occupation by sub-area i this clearly
identifies higher overcrowding in the Central area and Lower Lea Valley i the lowest level of
overcrowding being seen in the Isle of Dogs/South Poplar area. All locations show a broadly similar

level of under-occupation.

Table 8.13 Overcrowding and under-occupation (2021) i sub-areas

Central Area City Fringe Isle of Dogs & Lower Lea Tower
South Poplar Valley Hamlets
+2 or higher 8.6% 6.9% 6.8% 6.2% 7.5%
+1 24.2% 22.8% 25.8% 24.1% 24.2%
0 49.6% 54.4% 55.9% 52.5% 52.4%
-1 13.5% 12.3% 9.6% 13.4% 12.3%
-2 or lower 4.2% 3.7% 1.9% 3.8% 3.5%
Total 100.0% 100.0% 100.0% 100.0% 100.0%

Source: Census (2021)

Overall, the smaller area analysis clearly points to particular issues in the Central area and Lower
Lea Valley i both of these locations have high levels of overcrowding and also a high proportion of
households with dependent children (these two findings likely to be linked). It may therefore be that
the Council should seek a larger profile of homes in these locations (compared with Borough-wide

conclusions) where the opportunities arise.

Summary

The study considered the mix of housing required across different tenures, taking account of the
demographic profile of the Borough, how this might change over time and the way in which
households occupy homes i including considering the extent to which households are overcrowded

(or under-occupy accommodation).

The proportion of households with dependent children in Tower Hamlets is slightly lower than the
London and national average, with 27% of households (32,700) containing dependent children.
There are notable differences between different types of households, those with dependent children
being particularly likely to live in social rented accommodation (60% of all households with dependent
children). Indeed, 76% of lone parent households live in the social rented sector, and only 8% of this
group are owner-occupiers. Analysis also shows very high levels of overcrowding, with 44% of all

households with dependent children lacking at least one bedroom.

There are a range of factors which will influence demand for different sizes of homes, including

demographic change s ; future growth in real earnings

performance and housing affordability. The analysis in this report linked to future demographic
change concludes that the following represents an appropriate mix of affordable and market homes,

this takes account of household changes for different age groups as well as modelling for there to be
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reductions in both overcrowding and under-occupancy of housing stock. Our recommended

Borough-wide mix is set out below:

Table 8.14 Recommended Housing Mix

1-bedroom 2-bedrooms 3-bedrooms 4+-bedrooms
Market 25% 45% 20% 10%
Intermediate 35% 45% 15% 5%
Low-cost rented 20% 30% 30% 20%

The market sector sees a particular focus on 2-bedroom homes, with some need for both smaller
and larger accommodation. This reflects the demographic profile of this sector which seems to have
a focus on childless single people and couples. For affordable homes ownership, a smaller profile of
housing is suggested, whilst the characteristics of this group of households are likely to be similar to
those seeking full market housing, it is the case that affordability will be more marginal and so a
slightly smaller housing profile is suggested. Finally, for rented forms of affordable housing the focus
is on larger homes i with around half of homes needing to have 3+-bedrooms. This reflects the
demographic profile of this sector and also the need to provide larger homes due to high levels of

overcrowding.

At a sub-area level, further analysis has highlighted higher proportions of households with dependent
children in the Central Area and also Lower Lea Valley; these locations also see higher levels of
overcrowding. It may therefore be that the Council should seek a larger profile of homes in these

locations (compared with Borough-wide conclusions) where the opportunities arise.
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OLDER AND DISABLED PEOPLE

Introduction

This section studies the characteristics and housing needs of the older person population and the
population with some form of disability. The two groups are taken together as there is a clear link
between age and disability. It responds to Planning Practice Guidance on Housing for Older and
Disabled People published by Government in June 2019. It includes an assessment of the need for
specialist accommodation for older people and the potential requirements for housing to be built to

M4(2) and M4(3) housing technical standards (accessibility and wheelchair standards).

Understanding the Implications of Demographic Change

At a national level, the population of older persons is increasing, and this will potentially drive a need
for housing which is capable of meeting the needs of older persons. Initially below a series of

statistics about the older person population of Tower Hamlets are presented.

Current Population of Older People

The table below provides baseline population data about older persons in Tower Hamlets and
compares this with other areas. The table shows that Tower Hamlets has a significantly younger age
structure than other areas with 6% of the population being aged 65 and over, this compares with

12% across London and 19% nationally.

Table 9.1 Older Persons Population, 2021

Tower Hamlets South East England
Under 65 94.4% 88.1% 81.5%
65-74 3.4% 6.6% 9.8%
75-84 1.6% 3.8% 6.2%
85+ 0.7% 1.6% 2.5%
Total 100.0% 100.0% 100.0%
Total 65+ 5.6% 11.9% 18.5%
Total 75+ 2.3% 5.4% 8.7%

Source: ONS

Projected Future Change in the Population of Older People

Population projections can next be used to provide an indication of how the number of older persons
might change in the future with the table below showing that Tower Hamlets is projected to see a
notable increase in the older person population (albeit from a very low base). A trend-based
projection shows a projected increase in the population aged 65+ of around 48% - the population

aged Under 65 is in contrast projected to increase by 15%.
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In total population terms, the projections show an increase in the population aged 65 and over of
9,200 people. This is against a backdrop of an overall increase of 54,900 1 population growth of

people aged 65 and over therefore accounts 17% of the total projected population change.

Table 9.2  Projected Change in Population of Older Persons, 2023 to 20381 Tower Hamlets

(trend-based projection)

Change in % change

population
Under 65 307,215 361,465 54,250 17.7%
65-74 11,804 22,829 11,025 93.4%
75-84 5,550 11,793 6,242 112.5%
85+ 2,190 3,850 1,660 75.8%
Total 326,759 399,936 73,177 22.4%
Total 65+ 19,545 38,471 18,927 96.8%
Total 75+ 7,740 15,642 7,902 102.1%

Source: Demographic projections

Characteristics of Older Person Households

The figure below shows the tenure of older person households. The data has been split between
single older person households and those with two or more older people (which will largely be
couples). The data shows that the majority of older persons households live in the social rented
sector (62% of older person households) although this household group also sees a higher proportion
of owner-occupiers 1 32% of older person households are owners and 27% own outright (and thus
may have significant equity which can be put towards the purchase of a new home). The proportion

of older person households living in the private rented sector is relatively low (about 7%).

There are also differences for different types of older person households with single older people
having a lower level of owner-occupation than larger older person households i this group also has

a higher proportion living in the social rented sector.
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Figure 9.1: Tenure of Older Persons Households in Tower Hamlets, 2021
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Prevalence of Disabilities

The table below shows the proportion of people who are disabled under the Equality Act drawn from
2021 Census data, and the proportion of households where at least one person has a disability. The
data suggests that some 26% of households in Tower Hamlets contain someone with a disability.
This figure is similar to that seen across London and below the national average. The figures for the
population with a disability show a similar pattern when compared with other locations i some 13%

of the population having a disability.

Table 9.3 Households and People with a Disability, 2021
Households Containing Someone

Population with a Disabilit
with a Disability P y

[\[o} % [\[o} %
Tower Hamlets 31,060 25.8% 40,125 12.9%
London 911,540 26.6% 1,164,456 13.2%
England 7,507,886 32.0% 9,774,510 17.3%

Source: 2021 Census

As noted, it is likely that the age profile will impact upon the numbers of people with a disability, as
older people tend to be more likely to have a disability. The figure below shows the age bands of
people with a disability. It is clear from this analysis that those people in the oldest age bands are
more likely to have a disability. The analysis also typically shows higher levels of disability in each
age band within Tower Hamlets when compared with the regional position (and also higher than

national averages for age groups 50 and over).
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Figure 9.2: Population with Long-Term Health Problem or Disability by Age
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Health Related Population Projections

The incidence of a range of health conditions is an important component in understanding the

potential need for care or support for a growing older population.

The analysis undertaken covers both younger and older age groups and draws on prevalence rates
from the PANSI (Projecting Adult Needs and Service Information) and POPPI (Projecting Older
People Population Information) websites. Adjustments have been made to take account of the age

specific health/disabilities previously shown.

Of particular note are the large increases in the number of older people with dementia (increasing by
92% from 2023 to 2038 and mobility problems (up 92% over the same period). Changes for younger
age groups are smaller, reflecting the fact that projections are expecting older age groups to see the
greatest proportional increases in population. When related back to the total projected change to the
population, the increase of people aged 65+ with a mobility problem represents around 5% of total

projected population growth.
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Table 9.4

Projected Changes to Population with a Range of Disabilities i Tower Hamlets

Disability Age Range Change % Change
Dementia 65+ 1,509 2,894 1,385 91.8%
Mobility problems 65+ 4,180 8,022 3,842 91.9%
Autistic Spectrum 18-64 2,431 2,969 539 22.2%
Disorders 65+ 227 480 253 111.5%
Learning Disabilities 15-64 6,233 7,449 1,216 19.5%
65+ 513 1,010 498 97.1%
Challenging behaviour 15-64 113 136 23 20.2%
Impaired mobility 16-64 8,923 12,353 3,430 38.4%

Source: POPPI/PANSI and Demographic Projections

Invariably, there will be a combination of those with disabilities and long-term health problems that

continue to live at home with family, those who chose to live independently with the possibility of

incorporating adaptations into their homes and those who choose to move into supported housing.

The projected change shown in the number of people with disabilities provides clear evidence

justifying

del
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ng

6accessi

bl e

and

oh Balgng a b | e 6

Regulations, subject to viability and site suitability. The Council should ensure that the viability of

doing so is also tested as part of drawing together its evidence base although the cost of meeting

this standard is unlikely to have any significant impact on viability and would potentially provide a

greater number of homes that will allow households to remain in the same property for longer.

Need for Specialist Accommodation for Older People

Given the ageing population and higher levels of disability and health problems amongst older

people, there is likely to be an increased requirement for specialist housing options moving forward

as the population ages. The box below shows the different types of older persons housing which are

considered.
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Definitions of Different Types of Older Per g

Age-restricted general market housing: This type of housing is generally for people aged 55 and over and the active
elderly. It may include some shared amenities such as communal gardens, but does not include support or care services.

Retirement living or sheltered housing (housing with support): This usually consists of purpose-built flats or
bungalows with limited communal facilities such as a lounge, laundry room and guest room. It does not generally provide
care services but provides some support to enable residents to live independently. This can include 24-hour on-site
assistance (alarm) and a warden or house manager.

Extra care housing or housing-with-care (housing with care): This usually consists of purpose-built or adapted flats or
bungalows with a medium to high level of care available if required, through an onsite care agency registered through the
Care Quality Commission (CQC). Residents can live independently with 24-hour access to support services and staff, and
meals are also available. There are often extensive communal areas, such as space to socialise or a wellbeing centre. In
some cases, these developments are known as retirement communities or villages - the intention is for residents to benefit
from varying levels of care as time progresses.

Residential care homes and nursing homes (care bedspaces): These have individual rooms within a residential
building and provide a high level of care meeting all activities of daily living. They do not usually include support services
for independent living. This type of housing can also include dementia care homes.

Source: Planning Practice Guidance [63-010]

The need for specialist housing for older persons is typically modelled by applying prevalence rates
to current and projected population changes and considering the level of existing supply. There is no
standard methodology for assessing the housing and care needs of older people. The current and
future demand for elderly care is influenced by a host of factors including the balance between
demand and supply in any given area and social, political, regulatory and financial issues.
Additionally, the extent to which new homes are built to accessible and adaptable standards may
over time have an impact on specialist demand (given that older people often want to remain at home

rather than move to care) 1 this will need to be monitored.

There are a number of &édmodel s6 for considering old
the same way. The model results are however particularly sensitive to the prevalence rates applied,
which are typically calculated as a proportion of people aged over 75 who could be expected to live
in different forms of specialist housing. Whilst the population aged 75 and over is used in the

modelling, the estimates of need would include people of all ages.

Whilst there are no definitive rates, the PPG [63-004] notes that 6t he future need fo
accommodation for older people broken down by tenure and type (e.g. sheltered housing, extra care)
may need to be assessed and can be obtained from a number of online tool kits provided by the
sector, for example SHOP@ f .0o'hePPG dbesnotdpecifically mentlom al y s i
any other tools and therefore seems to be indicating that SHOP@ would be a good starting point for
analysis. Since the PPG was published the Housing Learning and Information Network (Housing

LIN) has removed the Shop@ online toolkit although the base rates used for analysis are known.
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The SHOP@ tool was originally based on data in a 2008 report (More Choice Greater Voice) and in

2011 a further suggested set of rates was published (rates which were repeated in a 2012
publications). In 2016, Housing LIN published a review document which noted that the 2008 rates

are Ooutdatedod but al so noweirneg Otnhoatt stuhbes traantteisa tferdodm
document therefore set out a series of proposals for new rates to be taken forward onto the Housing

LIN website.

Whilst the 2016 review rates do not appear to have ever led to an update of the website, it does
appear from reviewing work by Housing LIN over the past couple of years as if it is these rates which

typically inform their own analysis (subject to evidence based localised adjustments).
For clarity, the table below shows the base prevalence rates set out in the various documents
described above. For the analysis in this report the age-restricted and retirement/sheltered have

been merged into a single category (housing with support).

Table 9.5 Range of suggested baseline prevalence rates from a number of tools and

publications

Type/Rate SHOP@ (2008)* Housing in Later 2016 Housing LIN
Life (2012)% Review

Age-restricted general market - - 25
housing
Retirement living or sheltered 125 180 100
housing (housing with support)
Extra care housing or housing- 45 65 30-40
with-care (housing with care) (6proacti
Residential care homes 65 (no figure apart 40

from 6 for
Nursing homes (care 45 dementia) 45
bedspaces), including dementia

Source: Housing LIN

In interpreting the different potential prevalence rates it is clear that:

1 The prevalence rates used should be considered and assessed taking account of an
authorityés strategy for delivering specialist

instance which the Council want to require extra care housing as an alternative to

21 Based on the More Choice Greater Voice publication of 2008

(https://www.housinglin.org.uk/_assets/Resources/Housing/Support_materials/Reports/MCGVdocument.pdf). It should be

noted that although these rates are from 2008, they are the same rates as were being used in the online toolkit when it was
taken offline in 2019.

22 https://www.housinglin.org.uk/_assets/Resources/Housing/Support_materials/Toolkit/Housing _in_Later_Life Toolkit.pdf
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9.24

9.25

9.26

residential care provision would influence the relative balance of need between these two

housing types;

1 The Housing LIN model has been influenced by existing levels of provision and their view
on what future level of provision might be reasonable taking account of how the market is
developing, funding availability etc. It is more focused towards publicly commissioned
provision. There is a degree to which the model and assumptions within it may not fully
capture the growing recent private sector interest and involvement in the sector, particularly

in extra care; and

1 The assumptions in these studies look at the situation nationally. At a more local level, the
relative health of likayito idfluerce thesneegu topspekialist hoasmg i s
with better levels of health likely to mean residents are able to stay in their own homes for

longer.

These issues are considered to provide appropriate modelling assumptions for assessing future
needs. Nationally, there has been a clear focus on strengthening a community-led approach and
reducing reliance on residential and nursing care i1 in particular focussing where possible on
providing households with care in their own home. This could however be provision of care within
general needs housing; but also care which is provided in a housing with care development such as

in extra care housing.

We consider that the prevalence rates shown in the 2016 Housing LIN Review is an appropriate
starting point; but that the corollary of lower care home provision should be a greater focus on delivery
of housing with care. Having regard to market growth in this sector in recent years, and since the
above studies were prepared, we consider that the starting point for housing with care should be the
higher rate shown in the SHOP@ report (this is the figure that would align with the PPG).

Rather than simply taking the base prevalence rates, an initial adjustment has been made to reflect
the relative health of the local older person population. This has been based on Census data about
the proportion of the population aged 65 and over who have a long-term health problem or disability
(LTHPD) compared with the England average. In Tower Hamlets, the data shows worse health in
the older person population and so the prevalence rates used are increased slightly from the figures

shown above.

A second local adjustment has been to estimate a tenure split for the housing with support and
housing with care categories. This again draws on suggestions in the 2016 Review which suggests
that less deprived local authorities could expect a higher proportion of their specialist housing to be
in the market sector. Using 2019 Index of Multiple Deprivation (IMD) data, the analysis suggests

Tower Hamlets is the 27" most deprived local authority in England (out of 317) i i.e. a notably higher
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