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Abstract

     It is evident that key factors are affecting the UK housing market. It is of extreme importance to interpret the requirements for construction of new homes in Wales. Paramount considerations have to be taken into account regarding the development of new homes and meet the demands of the target market.
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1.0: Introduction

1.1: Background 

     Early November of this year, Kier Group requested a briefing paper highlighting the outlook for the UK Housing Market and the current state of the economy. The briefing document is to be utilised to advise senior management of the company on the position of the Welsh Housing Market over the next 24 months and what trends and drivers are influencing alterations to the market.

1.2: The UK Housing Market industry

     The stock of the housing in the UK includes privately owned and occupied houses and apartments, privately rented and local authority rented accommodation, and property managed by housing associations. In the early 20th Century, less than 10% of all homes were owner-occupied, this figure has significantly risen to 65.47% (Economicsonline.co.uk, 2017). There was a rise in the total number of households in the UK over the last 20 years, by 2016 there were just over 27 million as appose to 23.7 million in 1996 (Economicsonline.co.uk, 2017).
     The housing market in the UK is of vital importance because it is influenced by the state of the economy, interest rates, real income and alterations in the size of the population. In addition to these demand side factors, house prices will be distinguished via the supply availability. Alterations of rising demand and limited supply; can cause house prices to increase and rising rent therefore changes in house values can have a substantial effect on the rest of the economy.

2.0: The State of the Welsh Housing Market

2.1: Political Factors 

2.1.1: The shortage of affordable housing

     Within the current Era, there is a shortage of affordable housing within Britain as there are not a sufficient amount of properties to go around for those seeking to get on the property ladder. 
     Recently this November the UK Government has committed to a property budget of £44 Billion to build 300,000 new homes a year by the mid- 2020s, to tackle the housing crisis (The Sun, 2017). Chancellor Phillip Hammond utilised the annual budget to announce that the funding would boost the requirements to increase the figure of new homes built every year, from the current level of 217,000 (U.K., 2017).
     

     In Wales according to the Welsh housing association approximately 75,000 new homes for social housing should be built within the next 20 years (BBC News, 2017). A report produced by the Community Housing Cymru (CHC) stated that 4,200 new residences were required a year in the social sector to keep up with the demand of a 4.3% rise in population (BBC News, 2017). In 2016-17, 2,457 additional residences have been delivered across Wales, contributing to a 6% increase on the preceding year (Gov.wales, 2017). An additional 20,000 affordable homes will be produced by 2021, as well as supporting the construction of more than 6,000 residences via the Help to Buy, Wales scheme (Gov.wales, 2017).
          Analysing the shortage of affordable housing is paramount as one can distinguish that there is a vast demand for housing and the Welsh Government has requested to construct new residences within the coming years to supply the required demand. According to the demographic pattern the population will rise rather rapidly within the next 20 years in certain areas, like Cardiff (BBC News, 2017). Therefore it is of vital importance to build homes in the areas where people want to live and analyse which locations have high employment rate due to high availability of jobs, therefore can be tied down to a mortgagee without any hesitation. It would be advisable to focus on where the population is growing the quickest as those areas are in more demand for the construction of new residences.

2.1.2: Stamp Duty

     The replacement of the stamp duty for Wales could see the expenses for houses to be paid less by individuals within the next two years according to the Finance Secretary (Brennan, 2017). Currently the zero rate stamp duty is only on residences under £125,000.  Due to the replacement of the stamp duty in Wales the amount house buyers pay will be 0% of the house value if the property is valued lower than £150,000 (Brennan, 2017). According to the UK House Price Index, the average price of a house in Wales is at £150,846 (Gov.wales, 2017). Under the new rules implemented by the Welsh Government budget 2018-19, all buyers of residential properties valued up to £400,000 will require disbursing equal to or less tax than under the stamp duty tax, the average residential purchaser will disburse £500 less tax than they do under stamp duty land tax (Moneywise, 2017). Therefore potential first-time buyers seeking to get onto the property ladder would be purchasing the most affordable home within their budget; thus purchasing a house valued at the average price or lower, therefore paying 0% of the valued property.




2.2: Economic Factors

2.2.1: The average price of a house

     The average house prices in UK increased by 5.8% in the year to February, according to the index (ITV News, 2017). However the average price in Wales has steadily climbed an all-time high; according to the UK House Price Index, house values have risen up to 3.1% in Wales over the past year. The index put the average value of a house in Wales at £150,846 (Gov.wales, 2017).  The housing market in Wales has had a steadily demand due to higher employment, consumer confidence and minimum interest rates; however an increase on the cost of living could affect house values causing a modest increase throughout the remainder of the year.
    
2.2.2: Interest Rates

     Interest rates are an increasingly important factor for the demand for housing. A small fall in interest rates can cause a major increase in the demand for property. Lower interest rates cause lower mortgage rates, thus encouraging new entrants on to the property ladder as well as individuals seeking to purchase a second property as a long term investment. 
     The Bank of England on the other hand has increased interest rates to 0.5% and indicates more are on the increase as it appears to cool surging inflation (Barry, 2017). The Bank's quarterly report stated that its most likely that two additional rate hikes will occur over the next several years to return inflation back to its 2% target, which could see rates hit 1% by the end of 2020 (Barry, 2017).
     A rise in interest rates will have an effect regarding the type of mortgage, for example fixed rate mortgages would not distinguish any variation, but individuals on variable mortgages will witness a direct increase in their monthly bills. Potential first-time buyers would be most affected by the Bank of England's decision to increase the base rate figures as the price of attaining a mortgage increases.











2.3: Social Factors

2.3.1: First-time buyers

     According to the Chancellor Phillip Hammond, young people are struggling to get on to the property ladder because of soaring rents and deposits, and a sharp drop in the number of residences being constructed (The Sun, 2017).  
     Even though house values in Wales are steadily increasing, they are still within the reach for first-time buyers. The average house values purchased by first-time buyers in Wales in the first half of 2017 was £136,103 (Sands, 2017) which is lower than the average house price in Wales 150,846. The average deposit made by first-time buyers in Wales within that period was £17,193; 13% of the purchase price as appose to London where first-time buyers required disbursing 26% of the average price of a residence (Sands, 2017). Schemes like help to Buy- Wales, which aims to facilitate first-time buyers get on the property ladder with as little as 5% deposit has seen an increase of 44% since the launch in 2013 (Sands, 2017).

2.4: Technological Factors

2.4.1: New Technologies can cut yearly bills significantly

     In the scenario of new-builds, construction expenses may have a vital effect on the supply curve. The expenses of raw materials and labour costs contribute to the overall cost of a building. A shortage of labour could cause the wage rate to rise and increase the building costs, having a significant effect on the supply curve to shift inwards. 
     Implementing of new building techniques, for example pre-fabrication and the utilisation of new building materials have increased the process at which new residences are constructed contributing to an overall increase in the supply of properties at the cheaper end of the housing market in UK. Implementing new technologies within the company is paramount as it is particularly vital within the current economic climate and can influence and attract potential first-time buyers and current home owners to purchase new homes.
     Technologies within construction are advancing for example the SOLCER project, the SOLCER house which is situated on the site of Cenin Renewables LTD in Pyle, near Bridgend. The SOLCER project was designed and constructed as part of the Wales Low Carbon Research Institute's, its unique design is to be the UK's first purpose-built, low-cost energy smart house, capable of exporting more energy to the national grid than it utilises (Solcer.org, 2017). This innovative design can influence other Contractors and Government organisations to implement this strategic technique into the new builds of housing within the coming years.
2.5: Environmental Factors

2.5.1: Growing concerns about housing environmental impact

     The construction industry is majorly responsible for the release of chemical substances into the natural environment due to infrastructural projects. Therefore the Community Housing Cymru wants to build the 75,000 new homes by 2020 to zero carbon standards and refurbish the existing stock by 2036 to that same standard (BBC News, 2017). The construction industry is already delivering innovative new low zero carbon 
residents across Wales and CEW (Construction Excellence in Wales) remains dedicated to assuring this innovation becomes implemented. Within Cardiff the authority wants to build 1,500 new sustainable houses at 43 different locations in Cardiff (Mosalski, 2017). 

2.5.2: Growing demand for greener and healthier environment

[bookmark: _GoBack]     There is a growing demand for a greener and healthier environment as the UK’s housing requires becoming more energy efficient reducing carbon emissions. The UK government has implemented the Climate Change Act 2008 which is a legislation with the aim to diminish GHG emissions and influence activities to minimise emissions emitted to the atmosphere by 2050 (Legislation.gov.uk, 2008.).
     The CEW aims at increasing the standard of the housing provision in Wales by reducing carbon emissions and energy bills as well as the number of households experiencing fuel poverty. The group’s purpose is assuring that both growth and development go hand in hand with low carbon and resource efficient construction and utilisation. 

2.6: Legal Factors

2.6.1: Government supported schemes aimed to facilitate first time buyers

     Young people, who are struggling to get onto the property ladder because of soaring rents and deposits in Wales, are now eligible to utilise the Help to Buy scheme which permits purchasers to purchase new-build homes with the aid from the Welsh Government in the form of a shared equity loan.
     The Help to Buy- Wales shared equity loans are obtainable equally to first-time buyers and home movers requiring to purchase a new-build homes valued up to £300,000.  Purchasers are required to deposit 5% of the property value; the Welsh Government will fund a shared equity loan of up to 20% of the purchase price, the remaining balance would be covered by a required secure mortgage (Helptobuywales.co.uk, 2017). 


3.0: Conclusion

     It is evident that within Wales there is not a substantial amount of homes being built to provide for the demand of population growth of 4.3%. In 2016-17 there were 2,457 new residences delivered across Wales a 6% increase on the preceding year; however if the Welsh Housing Association want to meet the target of 75,000 new homes built within the next 20 years; 3,750 homes will have to be built per annum to meet the said benchmark, which would require an increase of 1,293 from the current figure of 2,457. It would be highly advisable to consider building new homes within the locations that the population is growing rapidly and are in high demand for new residents being built. 
     The economic crisis has a minor effect on the housing crisis as with housing prices rising gradually and an increase in interest rates can put new home buyers on hold; nevertheless due to the replacement of the stamp duty in Wales the amount of tax house purchasers will pay would be 0% of the house value if the property is valued lower than £150,000. This is a positive drive for the Welsh Housing Market as first time home buyers average house prices is £136,103 lower than the average house price in Wales.
     The trends are most likely to remain the same for the next 24 months, unless government goes ahead with the said target benchmarks of affordable homes to meet the required demands. The whole issue with Brexit is an unknown aspect on how it may affect the UK Housing Market overall. The degree of which interest rates is increasing is a crucial factor and would be a major impact to home owners attaining a mortgage within the following years.
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