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Summary of recommendations
Right-sizing
1. Conduct further research on the barriers to right-sizing and also on the types of housing which are attractive to older people.
2. Consider engaging younger age groups with the idea of right-sizing and reinforce this idea over time.
3. If offering stamp duty exemptions, restrict these to people eligible for pension credit.
Housing stock
4. Focus on increasing the supply of general needs housing designed for older people rather than specialist properties.
5. Work through valuation issues with general needs housing for older people.
Government initiatives
6. Explore measures to widen the attractiveness of shared ownership and self and custom build for older people
7. Minimise planning restrictions on older peoples’ housing and other restrictions which might affect a property’s marketability
8. Develop policy around whether government support for older peoples’ housing markets could benefit from a Help to Buy-type initiative.
9. Ensure that older peoples’ housing forms a central part of government’s plans following the Housing White Paper. 


Introduction
The Building Societies Association (BSA) represents all 44 UK building societies. Building societies have total assets of over £366 billion and, together with their subsidiaries, hold residential mortgages of over £284 billion, 22% of the total outstanding in the UK. They hold over £262 billion of retail deposits, accounting for 18% of all such deposits in the UK. Building societies account for 33% of all cash ISA balances. They employ approximately 40,000 full and part-time staff and operate through approximately 1,550 branches.
Since 2015 the BSA has managed a workstream dedicated to analysing the trends around mortgage lending to older consumers. Finance is clearly a crucial part of this equation so we welcome the Select Committee’s inquiry into the adequacy of housing for older people. In our interim report[footnoteRef:1] on the topic one of the actions we committed to states: [1:  BSA Lending into Retirement interim report, available at: https://www.bsa.org.uk/BSA/files/77/77103bbb-6cbe-4e90-958f-e0a16cfb6798.pdf ] 

‘For people at the ‘top of the ladder’ moving house should feel like an aspiration not a chore. Research suggests that more older people consider moving than actually do so. Further research is needed to better understand what prevents them, as well as the types of housing right sizers and last-time buyers aspire to own.
The discussion should not be limited to retirement homes and bungalows. Further work is needed to make self-build a realistic option, and to make shared ownership attractive.

The BSA will work with developers and other stakeholders to ensure that mortgage finance enables people to right-size if they desire to do so.

We still believe that this broad-based approach to looking at the housing needs of older people is the correct one. No one solution will solve all the issues. 
When we refer to ‘older peoples housing’ we use this as a catch-all term for a spectrum of different property types, generally classified on a scale of the care and support needs of the occupants. 
Following the classification from a Knight Frank report[footnoteRef:2] we will use the terms: [2:  Knight Frank, UK Retirement Housing 2016, http://www.knightfrank.co.uk/research/reports/uk-retirement-housing-2016-3770.aspx ] 

· General housing – Homes designed with older people in mind
· Over 55s developments
· Retirement housing
· Sheltered retirement communities
· Extra care/ assisted living
· Residential care homes
[bookmark: _GoBack]It is worth noting that at present the vast majority of housing purpose-built for older people resides in the social housing sector, particularly where some form of care is offered. While this is clearly a valuable resource for those able to access it, by no means will all older people be eligible to benefit. Building societies have lent significant amounts to housing associations in the past. However, as building societies’ primary business is lending to owner-occupiers our focus in this response will be on the issues for the private sector. 
The content of this submission is based on our own research as well as conversations with developers and other stakeholders. 
Response to Committee’s points
The adequacy of provision of homes for older people and the challenges people face in accessing housing which meets their needs.
The demographics of the UK’s ageing population are well known. Given the scale of these trends, intuitively it makes sense that the UK will need a significant new supply of homes for older people. As we do not believe that the current provision of housing is adequate, this will include an element of filling backlog as well as additionality.
As the Committee will be aware, the Department for Communities and Local Government has projected that households headed by someone aged 65 or over are set to increase by 155,000 per year up to 2039[footnoteRef:3].  [3:  DCLG Household Projections, https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/536702/Household_Projections_-_2014_-_2039.pdf ] 

Additionally, in 2014 the Lyons Review[footnoteRef:4] found that around 3 million households headed by someone over 65 were under-occupying their home. It would be reasonable to assume that this figure has increased given that the 2015-16 English Housing Survey Headline Report shows under-occupation has ticked up across the owner-occupied sector every year since 2000-01 to 51.9% in the most recent figures[footnoteRef:5].  [4:  Lyons Housing Review 2014, http://www.policyforum.labour.org.uk/uploads/editor/files/The_Lyons_Housing_Review_2.pdf ]  [5:  English Housing Survey, https://www.gov.uk/government/statistics/english-housing-survey-2015-to-2016-headline-report ] 

The BSA regularly surveys consumers on issues related to housing. Last year BSA research found some pertinent results around the question of moving home in retirement, and in particular peoples’ desire to downsize. Respondents were asked which one of the options best described where they would expect to live for the majority of their late-retirement[footnoteRef:6] and given seven options to choose from. [6:  Defined as over the age of 75] 


(BSA Property Tracker, June 2016. Unweighted base, all GB adults. Sample size 2031. Chart excludes ‘don’t knows’)
While most people answered that they would expect to stay in the same home they retire to, a significant minority had plans to down-size or move into a retirement home or sheltered housing. Over a quarter of people expected to move into a smaller home. While we do not know for certain what proportion of people actually do so, research by others suggests the figure is a fraction of this.
Down-sizing is a topic many governments have grappled with due to the range of complex issues at play. The BSA supports the government’s characterisation of these issues contained in the Housing White Paper, which highlights that:
‘Helping older people to move at the right time and in the right way could also help their quality of life at the same time as freeing up more homes for other buyers. However there are many barriers to people moving out of family homes that they may have lived in for decades. There are costs, such as fees, and the moving process can be difficult. And they may have a strong emotional attachment to their home which means that where they are moving to needs to be very attractive to them and suitable for their needs over a twenty to thirty year period. There is also often a desire to be close to friends and family, so the issues are not straightforward.[footnoteRef:7]’ [7:  Housing White Paper section 4.43] 

Interestingly, our research found that the expectation of moving home tends to reduce with age. While 47% of 35-44 year-olds expect to stay in the home they first retire to, this increases to 55% for 45-54 year olds and up to 60% for those over 55. This may be expected as those over 55 are more likely to be living in the home they plan to retire to and so may have developed an emotional attachment. It suggests, however, that policies aimed at encouraging downsizing may gain an advantage from engaging younger age groups with the idea and reinforcing this over time.
It may also be instructive to compare UK housing stock to retirement housing in other countries. A 2013 report by Demos found that retirement properties make-up just 2% of the UK housing stock, or 533,000 properties, with merely 100,000 homes available to buy[footnoteRef:8]. Contrast this to the United States where 17% of people over the age of 60 live in retirement housing[footnoteRef:9]. Nevertheless, retirement housing is just one part of the equation. We believe the greatest prospects for growth are in general housing designed for older people as well as over 55s developments. [8:  Demos, Top of the ladder, https://www.demos.co.uk/files/TopoftheLadder-web.pdf?1378922386 ]  [9:  Savills, Spotlight on Housing an Ageing Population, 2015, http://www.housinglin.org.uk/_assets/Resources/Housing/OtherOrganisation/housing-an-ageing-population_reduced.pdf  ] 

The adequacy of current planning policy and Government initiatives in England in meeting the housing needs of older people
The BSA does not have planning expertise but notes that the National Planning Policy Framework (NPPF) makes reference to the need to ‘plan for a mix of housing based on current and future demographic trends, market trends and the needs of different groups in the community’[footnoteRef:10]. The NPPF mentions older people as one such group. Housing for older people is also a specific part of the guidance for ‘housing and economic development needs assessments’[footnoteRef:11]. [10:  NPPF, section 50., https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/6077/2116950.pdf ]  [11:  Housing and economic development needs assessments guidance, https://www.gov.uk/guidance/housing-and-economic-development-needs-assessments ] 

The NPPF also states that local planning authorities should take account of older people in their Strategic Housing Market Assessments but we do not know how often this happens in practice. We welcome the commitment in the Housing White Paper to strengthen this aspect of the NPPF by placing a duty on the Secretary of State to produce planning guidance on meeting the needs of older people through the Neighbourhood Planning Bill[footnoteRef:12]. [12:  Housing White Paper section 4.42] 

Ideally with a lead from the Secretary of State, local authorities will give greater priority to older peoples housing in their areas and give confidence to developers. There have been some encouraging signs over the past couple of years that the market has begun to respond to the needs of older people. Some major housebuilders have in the recent past outlined plans to shift some of the focus of their businesses onto building homes with flexible spaces which can easily be adapted by the homeowner as their needs change with age.
However, after strong initial signs of intent, our conversations with housebuilders suggest they have encountered some issues with valuing these properties which need working through. Government may wish to work with housebuilders and the Royal Institute of Chartered Surveyors to kick-start this market.
The challenge for developers in building high-quality homes for older people in areas close to amenities such as shops and transport is that these homes can be expensive to develop due to the cost of land in desirable areas. If government sees sufficient social benefit, then there may be a case for releasing either central or local government land at less than best value in order to incentivise development. 
However, clearly government would want to ensure that the land is used for the purpose for which it was released. They may wish to insist on covenants, for example, that the land will be used for the purposes of older peoples’ housing for fifteen or twenty years. 
Local authorities may want to go even further by changing the use class of the land. However, the BSA would caution against taking this latter approach as it would place restrictions over the land and property which can affect its marketability. Schemes with extra care or supported housing may already be covered under Class C3(b)[footnoteRef:13] so for more ‘general needs’ older peoples housing we strongly believe that unnecessary restrictions should be avoided in order for the market to grow.   [13:  We are aware that planning consents for extra-care housing have caused issues for developers in the past. See http://www.housinglin.org.uk/_assets/Resources/Housing/Support_materials/Viewpoints/Viewpoint_20_Planning_Use_Classes.pdf for more details] 

In terms of Government initiatives, we believe that both shared ownership and self and custom-build have features which would be attractive to older people. Building societies are important mortgage lenders in both of these areas. 
On shared ownership our Lending into Retirement report argued that ‘While the Government provides some support for Older People’s Shared Ownership, more should be done to make shared ownership a mainstream choice. This could provide an attractive option for buyers with enough equity to buy a share in their house of choice rather than the whole.’ 

In particular, shared ownership can be useful for older people selling a relatively low value family home. We highlight with interest comments from a report on shared ownership in northern England by the Smith Institute:

‘It is often remarked that the reason why a higher proportion of older people access shared ownership in the North West is that there are large numbers of older people owning low value
(terraced) houses whose location and amenities may not be ideal. As they become older and wish to seek improved amenities and perhaps a better location, and they cannot move to a more desirable home via outright ownership, shared ownership becomes the most practical option.[footnoteRef:14]’ [14: Smith Institute, 2016,  http://www.smith-institute.org.uk/wp-content/uploads/2016/04/From-the-margins-to-the-mainstreampdfapril2016.pdf p. 23] 


In terms of self and custom build, older people will benefit from the recent initiatives by government to expand the sector in general. The BSA also looks forward to seeing further detail following the Housing White Paper commitment to supporting custom build for older people.
Whether more housing designed specifically for older people could help address England’s wider housing needs
The BSA welcomes the government’s commitment to significantly increase the supply of new housing. Currently the focus is primarily on first-time buyers through the various Help to Buy schemes and starter homes. While these initiatives are welcome we believe there should be more attention given to a range of tenures, types of housing and price points.
There is undersupply of housing across all tenures and types and across all age groups. Building housing at higher price points could incentivise people further up the housing ladder to move. BSA research in previous years found that nearly a fifth of homeowners who were looking to sell their property said difficulty affording their next property was a barrier to putting their home on the market. This shows that affordability is an issue across the housing chain[footnoteRef:15]. [15:  BSA Property Tracker September 2015] 

It is conceivable therefore that building more homes for older people will benefit England’s wider housing needs. As their homes come onto the market this creates buying chains and could stabilise prices further down the ladder. The market can also better absorb a range of new housing tenures, prices and types. 
The Committee will be aware that new housing supply is dominated by a small number of large developers. In the older peoples housing market there is even more concentration. Our understanding is that one specialist developer has around 70% market share. While there are signs that new specialist SMEs - with backing from foreign capital - are beginning to enter the market, their output is currently small and tends to be focused on the luxury end of the market. There needs to be far greater competition for all parts of the retirement housing market to be catered for.
Clearly not all older people will want to live in a retirement home. As outlined above there is also a market for general needs housing which are designed with older people in mind, taking account that their needs will change with age and making the property suitably flexible for adaptations and changing use. At the other end of the spectrum, people with health issues may eventually need to move into sheltered housing, extra care, assisted living or eventually a residential care home. As the population ages there will need to be a greater quantum of supply across all these types of housing. 
The extent to which improving specialist housing provision in England could improve people’s health and wellbeing, and deliver savings in public expenditure
We have no comments on this question
The availability of finance to help older people 'right size' in retirement, and the impact of the cap on Housing Benefit from April 2017 on the development of specialist housing
Clearly mortgage finance is the primary means of purchasing property so we must seek to ensure that the mortgage market works well for older consumers. Building societies play a vital role in this and although only a small number of people take out a mortgage after their retirement age, for those that do need finance to ‘right-size’ closer to family and friends in a more expensive part of the country, or closer to amenities, this will be an important issue.
As stated above, in November 2015 we published an interim report on Lending into Retirement with the aim of ensuring that no credit-worthy older borrower is locked out of the mortgage market.
Understandably the mortgage market has received significant media and public attention since the financial crisis and subsequent Mortgage Market Review. A number of firms ceased lending into retirement in that period and have only slowly started to come back into the market. 
The report led to all BSA members committing to review maximum age limits in their lending policies. As a result, 33 building societies will now lend into or beyond a borrower’s eighties[footnoteRef:16]. We believe that any credit-worthy older consumer can now find the mortgage they need somewhere in the building society sector.  [16:  To see details please visit https://www.bsa.org.uk/information/consumer-factsheets/mortgages/building-societies-lending-age-limits ] 

However, although building societies are well-intentioned, with the pace of demographic change they will not have the capacity to provide all the finance needed by older people in the coming decades. There is a need to ensure that the mortgage market is future-proofed with a wider range of lenders coming into the market. 
A package of support from government may help some older borrowers for whom mortgage affordability is marginal. The government could choose to support markets through a scheme similar to Help to Buy. 
We note that an expert report produced for the Welsh Government recently recommended the creation of a ‘Help to Stay, Help to Move Wales’ scheme[footnoteRef:17]. This acknowledges that some people may wish to right-size to a more suitable property, while others may wish to finance adaptations to their current home – for example through a further mortgage advance - to make it suitable to their needs. If this leads to a successful scheme, then it could be replicated in England. We will be working with the expert group to develop the policy. [17:  Our Housing Agenda: meeting the aspirations of older people in Wales, http://gov.wales/docs/desh/publications/170213-expert-group-final-report-en.pdf ] 

There are also important issues to consider with regards to the types of property that older people wish to ‘right-size’ into. The potential issues with valuing general needs housing for older people, mentioned above, are one aspect of this. 
Another issue is that lenders are generally unwilling to provide mortgages for retirement homes. These homes can have complicated leasehold conditions attached, with deferred service charges for care and support and communal areas, exit fees and transfer fees, which can affect the property’s mortgageability. We note that the Law Commission is consulting on a draft code of practice on ‘event fees’ which is expected to report shortly[footnoteRef:18]. [18:  Event fees in retirement properties, http://www.lawcom.gov.uk/project/event-fees-in-retirement-properties/ ] 

Lenders are also wary of retirement properties as naturally the pool of prospective purchasers for such properties is limited by age. This can make them more difficult to sell, and the financial crisis showed a propensity for these properties to lose value quickly. As such, if older people require mortgage finance then it is advisable to opt for general needs housing to right size into.
The BSA is also aware of proposals by various bodies suggesting that people who ‘right-size’ should be exempt from stamp duty. While we are not strongly against this proposal, we would urge caution.
Firstly, it is not clear that stamp duty is seen by older people as a barrier to moving. The BSA regularly polls consumers on the barriers to buying a residential property and in the most recent results, only 17% of people over the age of 55 thought stamp duty was one of the top three. This is slightly higher than 14% across all age groups but raises questions whether stamp duty exemptions would be effective.
Secondly, it is likely to be a difficult policy to implement politically. While not true of everyone, many older people have seen the equity in their home increase significantly in value over recent decades. To provide incentives for older people to realise those equity gains, while others struggle with raising a deposit or ‘second-stepping’, could be controversial. If government were to implement this policy, we would suggest restricting it to older people in receipt of pension credit so that it is targeted at those who would truly benefit.
Thirdly, government would need to draw some fairly arbitrary eligibility criteria – probably based on age - for deciding who to exempt.
Finally, as discussed in the rest of this response, we feel that the real issue for older borrowers looking to downsize is the lack of appropriate housing stock – as well as emotional attachment - rather than financial reasons.
Whether a national strategy for the support of housing provision specifically for older people is needed
We have no particular views on this question but would hope that older peoples housing forms a significant part of the Government’s housing initiatives following the Housing White Paper.
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The Building Societies Association (BSA) is the voice of the UK’s building societies and also 
represents a number of credit unions.

We fulfil two key roles. We provide our members with information to help them run their 
businesses. We also represent their interests to audiences including the Financial Conduct 
Authority, Prudential Regulation Authority and other regulators, the Government and 
Parliament, the Bank of England, the media and other opinion formers, 
and the general public.

Our members have total assets of over £345 billion, and account for approximately 20% 
of both the UK mortgage and savings markets
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