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Foreword

Over the last few years, we have seen an increased focus on that most fundamental of needs: housing.  This has culminated in positive 
policy announcements in the recent Autumn Statement and the promise of a Housing White Paper. That focus is reciprocated in the 
capital - in London, the question is increasingly: where and how do we provide homes for Londoners?

As the Mayor of London, Sadiq Khan, begins work to update the London Plan, the housing association sector needs to think about 
how we are to play our part in addressing London’s housing crisis and contribute to the annual target of 42,000 new homes. The 
question for us as providers to answer is: where can we most cost-effectively and quickly build these homes? The answer probably lies 
eastward: boroughs such as Newham, Barking and Dagenham, Tower Hamlets and Hackney have enjoyed great investment since the 
2012 Olympics, and those boroughs have risen to the challenge of defining their current and future needs. The new urgency behind 
housing policy, coupled with a relatively new City Hall administration, provides an opportunity we should not miss to begin major new 
housing programmes in areas which are ready.

As well as those new homes, investment in linked infrastructure goes hand in hand with housing investment. Genesis is leading 
the way here: we are shaping entirely new communities in our major regeneration schemes in Woodberry Down in Hackney and at 
Grahame Park in Barnet. We are developing a mixed community – including homes for social rent – at Old Oak Common, an area where 
investment in infrastructure will eventually support thousands of new homes and a new community of Londoners.  We want to do 
more and stand ready to play our part in tackling the housing crisis.

I want to put on record my thanks to Paul Hunter at the Smith Institute for his work on this report.  As we look to the future and to 
working with the Greater London Authority and borough leaders, I hope this excellent piece of work will aid these relationships going 
forward and provide an evidence base for decisions on where and how we can price Londoners into the housing market.

Neil Hadden
Chief executive of Genesis
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Preface

London’s housing crisis presents a huge and urgent challenge. There are no easy solutions and costs continue to rise. As such, it is 
imperative that the politicians and decision-makers get the policy right and secure the best possible outcomes.  London can’t afford 
policy mistakes and the wrong interventions. Nor with demand increasing can London afford to delay. This report acknowledges these 
imperatives and seeks to inform and shape the housing policies of the London mayor and the 32 boroughs and City of London.

Whilst the data and analysis records the seriousness of the situation and documents how Londoners are being priced out, its added 
value rests in the evidence presented on what is truly affordable, where and for whom.  The picture it paints is far from straight-forward. 
London’s housing is certainly expensive compared to the rest of the UK, but it’s complicated and not everywhere is unaffordable for 
everyone. Furthermore, the research shows that there are big differences between and within boroughs, not least in terms of tenure 
mix. Understanding these variances is essential in getting London’s housing and planning policies fit for purpose.

This report though does more than explain the complexities and differences of London’s housing market.  It also examines the costs to 
the public purse of supporting affordable housing in different places and for different tenures. If London is to make the most out of the 
limited resources it gets from government then it is vital to spend that funding wisely and ensure value for money. Deciding where to 
invest in new affordable homes is difficult political terrain, but the decisions must be made on the basis of solid evidence and for the 
benefit of London as a whole.

With land values and property prices rising to unprecedented levels the report asks if there is scope for greater burden sharing among 
the London boroughs and whether investment should perhaps be directed more towards those places in outer London which offer a 
bigger bang for your buck? It also questions how the creation of mixed income/mixed tenure communities can be given a higher profile.  
These are difficult tasks, but vital to helping London provide the housing it needs.

The Institute would like to thank Genesis Housing Association for supporting this project and to Paul Hunter for writing the report.

Paul Hackett
Director of the Smith Institute 
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Executive summary

Top lines

• A London-wide housing plan needs to focus on pricing Londoners into areas which create mixed communities and offer best 
value for money

• Building in expensive areas requires large subsidy and still might not price in lower income Londoners. In contrast, by building in 
lower cost areas many multiple of houses could be provided (e.g. land values are 16 times higher in the most expensive borough 
than the least). 

• The London boroughs need to work closely together on new housing supply to reap the double dividend of value for money and 
better tenure mix

• London is an expensive place to live and house prices are now double the national average. However, averages make the whole 
of the capital appear totally unaffordable and mask the growing differences in affordability within London (with a home in the 
most expensive borough 9 times that of the most affordable outer London borough). 

• Single people and households with children on ordinary wages face significant barriers to buying in London

London’s growing house price divide

• London has always been more expensive than the rest of the country, but in recent years the gap has become a chasm, with 
average prices nearly double the England average (for London’s house price to earnings ratio to match the UK average would 
require a 60% rise in average earnings) 

• But there has also been a growing price divide within the capital and the average home in inner London is now 80% more 
expensive than outer London

• The divide between average prices in the highest and lowest priced boroughs has also widened (now at 9 to 1)
• And prices in smaller areas show an even starker picture. In 1998, in medium output areas (around the size of an electoral ward) 

the gap between prices in the most and least expensive areas was 9 times. Today it stands at 22 times 

Averages mask very different housing markets

• The price divide and areas which are more affordable are often masked by averages. While London house prices are high and 
have doubled over the last 15 years, 75% of areas have average prices below the mean for the capital

• The mean price is in excess of £500,000, but the median is around £350,000. And lower quartile prices (£250,000) reduce still 
further the amount someone may need to step onto the housing ladder

• This is further affected by place; and the gap between average prices in small areas varies between £156,000 to £3.4m 

What you need to earn, to live where?

• Taking average London house prices makes the whole of the capital look unaffordable for all but the most highly paid. However, 
as the data on place, housing type and price point suggest, the picture of housing affordability is much more nuanced

• The concept of affordability is complicated and contested. One measure of affordability is that a household spends no more 
than 35% of its income on housing. While far from perfect it gives a sense of where and at what level of income housing 
becomes affordable

• Using this method, no household with incomes below £40k would be able to buy a home (i.e. the mortgage repayments would 
be unaffordable) of average (mean) price in any London borough. And buying in a third of boroughs requires a joint household 
income in excess of £100,000.

• Using median prices lowers the bar at which people could enter the housing market, with an income of just over £30k needed in 
one borough. In six boroughs a household income of £50k is enough to buy a median priced home. 

• Looking at average prices in smaller areas shows that those with a household income of less than £40k per year could afford to 
buy a median price flat (as opposed to a house) in half (49%) in London’s 939 medium super output areas.

• The scaling and averaging effects mask where housing in the capital is more affordable. This is also true for rents. Mean and 
median rents at borough level are unaffordable (below 35% threshold) for those with a household income below £30K – but this 
level of income would allow you to rent in some smaller areas and on lower quartile rents.

• Like house prices, there is a stark spatial divide in rents with the most affordable market housing found in outer London, with 
inner areas increasingly pricing most Londoners out.

• This is also observable through housing benefit claims in the PRS, which are highest in outer London and have risen most 
rapidly over the last seven years (rising by 50% versus 16% in inner London).

• Although the differences between the cost of and between expensive inner areas and cheaper outer areas is marked, the gap 
in PRS housing benefit awards is much smaller. This suggests any potential savings in housing benefit for building affordable 
homes for those in inner London as opposed to outer London is slight compared with build costs. 
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• Across all boroughs social rents are affordable for households with an income of £19,000. Moreover, the gap in social rents 
between the most and least expensive boroughs is 25%, compared with 900% in house prices. 

Affordability for first time buyers 
Affordability for potential homeowners in practical terms is the ability to borrow to buy. Using a mortgage affordability calculator, it is 
possible to examine which areas are affordable for different household types. The data shows:

• The importance of being a couple. Having two incomes substantially increases the chances of being able to buy and increases 
the number of areas where it is possible. 

• There is a cut-off point at which conventional homeownership is an achievable ambition. Drop much below the £40k earnings 
threshold for households without children and homeownership starts to become unrealistic. £40k places you in the top 30% of 
earners and is higher than the average salary for teachers, nurses and skilled construction workers. 

• There is a first time buyer penalty for households with children and childcare costs. There are significant difficulties for 
policy makers wanting to extend conventional homeownership in the capital to those with children, who haven’t accessed 
homeownership up to now.

• The data indicates, once again, that without substantial levels of subsidy, much of inner London is beyond the means of all but 
very high earning households, including those on £80,000 a year.

Pricing Londoners in: where to build?

• With prices extremely high in some parts of London, pricing Londoners in could prove extremely subsidy heavy and still be 
unaffordable for potential residents.

• Examining the gap between market prices and how much different households could afford illustrates the point. For a couple 
with joint earnings of £50,000, the average priced flat in the cheapest area of Camden would need to be reduced by £176,000 
for it to be affordable, whereas they would require no subsidy in the lowest cost areas of Merton, Redbridge or Barking and 
Dagenham.

• Similar gaps between affordability and market prices are also evident in private rents, while the gap between social and market 
rents over a 25-year period would be around £500,000 in Westminster and £100,000 in Barking and Dagenham.

• While only a stylised expression of the level of subsidy required, it suggests that pound-for-pound a programme which aimed 
to fund the gap between market and sub-market housing (supporting new social housing, intermediate rent and low cost 
homeownership in equal measure) would deliver 12 homes in Barking and Dagenham to 1 in Westminster. 

• This affordability gap is also evident in land values, with prices 16 times higher in the most expensive borough compared with 
the least expensive (and it costs £839k more for a bedroom in Kensington and Chelsea than Barking and Dagenham).

• Building in more affordable parts of London could undermine efforts to support mixed communities. However, in tenure terms 
affordable areas have both high and low levels of homeownership, social housing and private rented housing. Furthermore, new 
build forms a small part of the housing stock in each borough and is unlikely to change the mix in and of itself.

Level of subsidy to fill the gap between market prices and affordable housing, 25 year period
 

Westminster Camden Hackney Merton Redbridge Barking and Dagenham

Buying £277,700 £239,046 £102,700 0 0 0

Renting £257,401 £198,901 £127,501 £82,501 0 0

Social renting £353,540 £289,346 £233,689 £197,607 £86,534 £74,862

Total £888,641 £727,293 £463,890 £280,108 £86,534 £74,862

NB: Table shows the gap between market prices and making housing affordable for couples buying a flat with joint earnings of £50,000 per year; intermediate rent at 35% 
threshold for household income of £30,000 per year; and social rents compared with market rents

Number of homes that a £50m fund to meet the gap between market and affordable housing could deliver

Westminster Camden Hackney Merton Redbridge Barking & 
Dagenham

Number of affordable homes with 
£50m subsidy to fund difference 

between market and sub-market costs

169 206 323 536 1,733 2,004

Ratio (Westminster= 1) 1 1 2 3 10 12
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Policy implications

• Despite London’s high house prices, not all of the capital’s housing market is characterised by multi-million pound apartments. This 
is not to undermine the pressing need to tackle the affordability crisis, but potentially offers a way to solve the housing crisis.

• Hoping to build homes anywhere and expecting prices to fall may work if the volume is large enough and time is on your side. 
However, the challenge is pressing and urgent. 

• Building homes in areas where people (and families) can actually afford to live seems the quickest way to easing the pressures on 
as many households as possible. Subsidy will go further thus offering the largest numbers a realistic hope of meeting their housing 
aspirations. 

• Such a targeted approach could run counter to the objective of creating mixed communities. However, the data shows that there 
are many affordable areas in the capital – areas with low levels of homeownership and low prices and places where prices are low 
and homeownership high. In such instances focused building programmes could enable communities to reap the double dividend 
of value for money and a better tenure balance.  It should be noted, that this is certainly neither to suggest eroding existing social 
housing stock in expensive areas or that no new affordable housing should be built in inner London.

• Any attempt to focus subsidy in areas that will price Londoners in will rely on burden sharing. This will in part be about fostering 
cooperation and partnership working between the boroughs, the mayor and GLA. Moreover, it will also depend on ensuring that 
that new development is not just about building homes but creating successful and attractive places, and ensuring a more spatially 
balanced approach to economic growth within the capital. 

• A starting point, in advance of the next London Plan could be for the GLA to undertake a thorough investigation and cost-benefit 
analysis into which areas could deliver both more affordable housing and a better tenure mix. 
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Introduction

London has always been an expensive place to live. But over the last two decades it has become much more so. Despite the financial 
crash which saw values dropping off a cliff, today, eight years on, London is now even more unaffordable, with house prices 75% above 
their pre-crash heights. 

This resilience to such a large financial shock underlines some of the inherent strengths in London’s economy: not least high population 
and job growth and economic dynamism – things which look set to be dented by Brexit but perhaps not as much as the rest of the 
UK. Indeed, such is the robustness of the capital’s economy, that national economic statistics and averages are skewed, almost to the 
point of meaninglessness, by London and its hinterland in the South East. For example, only London and the Greater South East have 
above average levels of Gross Value Added per head. Through the housing lens, the difference is equally stark. Stamp duty receipts, for 
instance, in just three London boroughs (Kensington and Chelsea, Westminster and Camden with a combined population of c.600,000) 
are cumulatively more than the English regions of the North West, North East, East Midlands, West Midlands and Yorkshire and the 
Humber together (combined population of c.25m). 

These numbers are good news for many homeowners in London. But not so great for the growing number of people who are not 
reaping the benefits of asset appreciation, especially new entrants who experience the downsides of higher housing costs. For these 
people there is an urgent and pressing affordability crisis in the capital. And for some the strength and resilience of house prices in 
London highlights failings in what many see as a dysfunctional market, not the hallmarks of a successful city.

However, despite the mind boggling sums being paid for little more than broom cupboards in parts of the West End too little attention 
has been given to the different housing markets within the capital. And just as the averages for England are skewed by house prices in 
London, so London-wide averages belie lower priced markets beyond the prime property areas.  Moreover, the very term ‘affordability’ 
(comprised of a calculation of cost and disposable income) has become distorted. Indeed, the definition of ‘affordable’ housing in 
London now includes Starter Homes costing up to £450k!

This new analysis of affordability in the capital aims to place the spotlight on where, what and for whom housing costs are affordable 
and manageable. The report touches on what we mean by affordability; £2k rent a month is unaffordable for most single people – but 
not to a city worker taking home £6k a month. Furthermore, proportionate scales of affordability miss different needs of households – 
most notably how many children someone has (or, indeed, if that same city worker paid £3k in rent, 50% of their take home pay, they 
would still be very comfortably off). 

When it comes to buyers, fundamentally affordability is what banks are willing to lend. As the financial crash attests, with subprime, 
collateralised debt obligations and so-called Ninja (no income, no job, no asset) loans, such a definition is not perfect. However, it 
does enable us to examine the actual upper limits for different household types looking to buy in different areas. Such a measure also 
means it will hold true if prices drop following the decision to the leave the EU. While earnings to prices ratio may fall, many potential 
homeowners may not be priced in as banks become reluctant to lend in a falling market (something which occurred after the financial 
crash). 

Affordability also relates to tenure. London remains affordable for some because they are in social housing (and for some because 
they bought before the boom). This report attempts to weave these aspects into a narrative around ‘real’ affordability in the capital, 
comparing the differences between land and housing costs and what different people might be able to afford where.  

Finally, using this data the report ends by exploring which areas might be best placed to deliver new affordable housing - be it to buy 
or rent. And in exploring this agenda consideration is made to the importance of creating and maintaining mixed communities within 
the capital – something which London, despite all its housing problems, should be proud. 

Making housing investment choices are not straightforward and demand judgement calls based on factors beyond pure costs. But 
what represents best value for money, especially when it comes to very limited subsidy (be it land or grant), is a question which cannot 
be ducked. Such debates are, of course, about more than just housing; they are about what kind of city (or neighbourhoods) we want, 
or more importantly can aspire to achieve, what is best for economic development and how best to spatially plan for a city that is 
estimated to grow by 1.3m households over the next twenty years?1  Of course, the vast majority of tomorrow’s homes are already built, 
but this makes it even more important that new supply is focused on having the biggest impact. 

This report aims to open up a discussion on how best to price Londoners into affordable housing. In particular it addresses the relative 
costs and value for many in subsidising sub-market housing in inner and outer London boroughs. Against a backdrop of ever limited 
public funding where is the best place to invest in new affordable housing and what are the differences between places?  These 
questions could not be more timely as London enters a new era under the new mayor who has placed housing top of his priority list. 
As the report highlights, affordability is a complicated issue and there can be wide differences within small areas and even in a single



street. However, the evidence collated suggests the policy focus should be place-based; where the affordable housing investment 
opportunities are and what the trade-offs might be. 

There are, of course, no easy answers. But questions around spatial planning and what we build and at what cost are of such importance that 
they need urgent answers. Failure to do so is a decision in itself, just one that has not be deliberated, discussed and planned. London is filling 
up fast, but that does not mean that those on average incomes and below should be locked out. 
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Chapter 1: House prices and rents in London

House prices over time – London within the England context
House prices in London have always been high. Looking back over the last 40 years shows that the average London home has 
continuously been 20% above the UK average. What is perhaps surprising (given the current focus on high prices in the capital 
relative to elsewhere) is the degree to which London has exceeded UK averages in the past, notably in the early 1970s and 
late 1980s. Nevertheless, the graph below shows that recently (since the late 1990s) London’s house prices have consistently 
exceeded UK prices by 50%. 

Figure 1: The percentage that London house prices exceed the national average

Source: Author’s calculations based on data from DCLG, Table 505 Housing market: simple average house prices, by new/other dwellings, type of buyer and standard 
statistical regions, from 1969

Looking at what happened since the financial crash places London in new territory. The following graph, which plots more up-
to-date figures from another house price dataset (it is worth noting that it has wider disparities before 2008), shows that over 
the last five years prices have continued to depart from UK averages. Moreover, they depart to a much larger extent and to 
previously unprecedented levels – and are now double the national average. Whereas there has been almost no change in the 
difference in earnings between London and England. 

Figure 2: The percentage that London house prices exceed national averages

Source: author’s calculations using DCLG/Land Registry data via GLA datastore: Average House Prices - http://data.london.gov.uk/dataset/average-house-prices-borough/
resource/347f5ac3-919b-480f-bfd9-346349ab3da2#
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What is most significant to the debate on affordability is the level of house prices relative to earnings. Comparing this measure 
of affordability in London with England gives a comparison of how much more prices exceed wages in the capital. Over the 
period from 1997 to today, housing across the whole country has become less affordable (median prices to median earnings 
ratio). However, it has become much more so in London where the ratio is 7 to 1 in England but 11 to 1 in London (see appendix 
for more detail). 

Disparities within London over time
Just as there have been growing disparities in house prices between London and the rest of England, so too have there been 
disparities within the London market (and the 32 London boroughs). As the graph below highlights, a home in inner London 
is now 80% more expensive than in outer London. What is also notable is the extent to which this has changed over the last 
decade. While some of this might be explained by cyclical vicissitudes of places, the gap at which it now stands far exceeds the 
last peak suggesting a structural change in values. 

Figure 3: The extent to which inner London houses are more expensive than outer London homes

Source: author’s calculations using DCLG/Land Registry data via GLA datastore: Average House Prices - http://data.london.gov.uk/dataset/average-house-prices-borough/
resource/347f5ac3-919b-480f-bfd9-346349ab3da2# 

This is also apparent in the gap in house prices by the cheapest and most expensive boroughs. Examining the difference over the 
period shows that average house prices are nine times higher in the most expensive borough (Kensington and Chelsea) than in 
the cheapest (Barking and Dagenham), and that this gap has widened over the last 18 years.

Figure 4: House price multiple between highest and lowest priced boroughs

Source: Source: author’s calculations using DCLG/Land Registry data via GLA datastore: Average House Prices - http://data.london.gov.uk/dataset/average-house-prices-
borough/resource/347f5ac3-919b-480f-bfd9-346349ab3da2#
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Looking at the difference between smaller areas shows an even starker picture of change. In 1998 house prices in medium super 
output areas (areas slightly larger than an electoral ward) in the most expensive areas were under nine times that of the least 
expensive. By 2014 it had risen to 22 times – illustrating both widening house price disparities in the capital and in all likelihood 
growing wealth inequalities.

What does this mean for affordability
The growing disparities in prices between places tells us little about actual house prices or levels of affordability. The headline 
figures on the real and relative cost of housing show London house prices, for instance, rocketing and house prices to earnings 
increasing rapidly. As the tables below show, the affordability gap between London and England has steadily widened since the 
mid-1990s.

Figure 5: Mean house prices

Source: author’s calculations using DCLG/Land Registry data via GLA datastore: Average House Prices - http://data.london.gov.uk/dataset/average-house-prices-borough/
resource/347f5ac3-919b-480f-bfd9-346349ab3da2#

Figure 6: Mean prices: inflation adjusted, 2014 prices

Source: author’s calculations using RPI – ONS, Consumer Price Inflation (2015) and DCLG/Land Registry data via GLA datastore: Average House Prices - http://
data.london.gov.uk/dataset/average-house-prices-borough/resource/347f5ac3-919b-480f-bfd9-346349ab3da2#
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Figure 7: Median earnings to median house prices

Source: Author’s calculations: Ratio of House Prices to Earnings http://data.london.gov.uk/dataset/ratio-house-prices-earnings-borough/resource/122ea18a-cb44-466e-
a314-e0c62a32529e#

These graphs are familiar to those examining the London housing crisis – and demonstrate the startling and worrying rise in 
house prices to earnings. 

It is remarkable to think that in 1997 the ratio of earnings to house prices was 1 to 4. By 2014 it was 1 to 10 and is now heading 
towards 1 to 12 - significantly above the England average. For the ratio to drop via earnings to the current English average (1 
to 7), average annual earnings in London would have to increase by £20k (a 60% pay rise!). 

However, it is worth stating that while ratios have risen rapidly, the cost has not grown as rapidly because of lower interest rates. 
For example, at the turn of the century the prices to earnings ratio stood at around 5-1, but interest rates were around 7%.2 On 
this basis the yearly cost of servicing a mortgage (with a 10% deposit) on a median priced London home would have amounted 
to around 43% of a median London full time salary. By 2014 it had risen, not by double (as the prices to earnings would suggest) 
but a more modest 10 percentage points.3

Furthermore, the data also belies the very different housing markets in the capital – not every home owner is a housing 
millionaire or likely to be so for the foreseeable future. 

Averages and averages
House prices in London are high whichever way you look at them. However, there is wide gap between mean and median prices. 
Both measures of averages are insightful, but show different things. While the mean gives a picture of the whole market, 
including the high prices paid, the top end of the market can skew the picture. 

This can be seen in housing terms with high prices pulling up the mean to around half a million pounds, while the median or 
middle price is £350,000. The gap between median and mean prices also changes over time, appearing to narrow towards the 
house price peaks. Today, mean prices are around 45% higher than median prices – equivalent to £150,000.
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Figure 8: Mean and median house prices in London

Source: author’s calculations using DCLG/Land Registry data via GLA datastore: Average House Prices - http://data.london.gov.uk/dataset/average-house-prices-borough/
resource/347f5ac3-919b-480f-bfd9-346349ab3da2#

Figure 9: The percentage that mean house prices exceed median house prices, 1996-2014

Source: author’s calculations using DCLG/Land Registry data via GLA datastore: Average House Prices - http://data.london.gov.uk/dataset/average-house-prices-borough/
resource/347f5ac3-919b-480f-bfd9-346349ab3da2#

Disparities between places 
Averages by their nature mask differences. As alluded in the previous section, the most expensive area is 22 times the price of the 
least expensive. In monetary terms, this is a difference between £3.4m and £156,000 – highlighting that buying in some areas in 
the capital is not beyond the means of many workers. However, there are now relatively few areas below the £200k mark – just 
17 out of 951 (2%) small areas in London. And prices have continued to rise since 2014. 

As the graph over the page demonstrates, the gap between high and low house prices is indeed extreme. However, what is clear 
from the graph is how clustered the prices are at the bottom of the distribution (of course this is not to say these are cheap 
when compared with the rest of the country). And around half of the areas in the capital have median house prices below £350k 
and three quarters below £500k (below the mean for the capital). This should offer an element of optimism for how and where 
additional supply of housing can be delivered at more affordable levels.
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Figure 10: Distribution of median house prices by small areas

Source: author’s calculations based on ONS, House Price Statistics for Small Areas, 1995 to 2014

Different types of homes: lower quartile prices and smaller homes
Average prices mask disparities, not just by place but also property type and price point. Examining lower quartile prices within 
the capital shows the extent to which much lower prices are required to access homeownership than headline data on averages 
suggest. While mean prices are over half a million pounds, a quarter of homes are available at £250,000 – again very expensive 
for most but not to the same extent (in fact half).

Figure 11: Differences in upper quartile, mean, median and lower quartile house prices

Source: author’s calculations using DCLG/Land Registry data via GLA datastore: Average House Prices - http://data.london.gov.uk/dataset/average-house-prices-borough/
resource/347f5ac3-919b-480f-bfd9-346349ab3da2#
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Similarly, the type of home affects the price. With flats unsurprisingly less expensive than average house prices.

Figure 12: Differences in prices for types of housing

Source: author’s calculations using DCLG/Land Registry data via GLA datastore: Average House Prices - http://data.london.gov.uk/dataset/average-house-prices-borough/
resource/347f5ac3-919b-480f-bfd9-346349ab3da2#

Lies, damn lies and averages
A cursory look underneath the bonnet of London house price averages shows that prices are less expensive than newspaper 
headlines suggest. The data highlights not just the different ways of pin pointing averages but also the different housing 
markets within London – by place, price point and housing type. 

This is not to diminish or undermine the urgent case for tackling the housing affordability crisis in the capital. It is to suggest 
that when addressing it we should be careful not to look just at the averages as the sole reference point. As the graph on house 
price distribution by area (figure 10) illustrates, averages can mask disparities. This is important because if the aim is to provide 
more affordable housing we should not simply be building more homes and expecting prices to fall. Instead targeting house 
building in certain places for certain incomes can arguably do much more to make housing in the capital more affordable for 
more Londoners. 

Impact of Brexit
Regardless of new supply, a common refrain during the debate and following the decision to leave the European Union, was 
that if there was a fall in prices that would be good for first-time buyers as housing would be more affordable. It is certainly the 
case that most forecasts suggest we are about to see a market correction in prices, with estimates ranging from falls of between 
5% to 30%.  In this sense, the figures in the following sections would need to be altered. However, leaving aside the problem of 
estimating the true impact of Brexit, it does not follow that a sudden, sharp drop in house prices results in greater affordability 
or, indeed, increased housing supply. In the short term any falls in prices need to be offset by other potential impacts of Brexit: 
namely lower incomes and unwillingness of banks to lend when prices are falling. And in terms of supply, developers are likely to 
slow down the delivery pipeline because of the drop in demand and prices – even if the population continues to rise. 

Furthermore, depending on the price correction, the underlying narrative around where the most affordable housing is to 
be found may not change. Indeed, the inner-outer London price divide shown on page 15 highlights that prices in the more 
expensive central areas suffered as much as outer areas, but recovered more quickly. 
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Chapter 2: What you need to earn to live where?

“First-time buyers need to earn £77,000 a year to live in London”
- Guardian headline, May 2015

Press headlines such as the one above highlight the extent to which the average home is now beyond the reach of Londoners.  
However, as we have seen while averages give a good general impression of affordability in London, they miss the nuance. To 
buy a flat in a less prosperous part of outer London requires an income far less than £77,000. 

This chapter examines what is needed where to buy or rent a home. By exploring the variegated picture, it seeks to place the 
spotlight on where additional affordable homes might best be delivered. 

General affordability threshold
Alighting on a single figure of affordability is full of pitfalls. Nevertheless, the general view or rough guide to affordability is 
that people shouldn’t be paying more than 35% of their income on rent or mortgage repayments.5 Using this rule of thumb, this 
chapter maps out affordability in the capital by place and price points. 

To look at affordability, a 35% of income threshold is used and mortgage costs are based on a 90% loan-to-value mortgage, 
capital repayments made over 25 years and interest rates at 3.5%.6

Mean house prices
The income households need to buy a home in London are high. Based on 35% threshold, buying an average priced home in 
London would require an income in excess of £100,000, rising still further in some areas to more than some Londoners will earn 
in a lifetime. However, there are areas where buying an averaged priced home is achievable for a couples both with an income 
of £25,000 each a year. 

Table 1: Income brackets required to be below 35% threshold for a mortgage on an average priced home in London’s 
boroughs

Affordability bracket (£ 000s) Number of boroughs % of boroughs

0-20 0 0%

20-30 0 0%

30-40 0 0%

40-50 3 9%

50-60 2 6%

60-70 6 18%

70-80 4 12%

80-90 1 3%

90-100 6 18%

100+ 11 33%

The table below shows the disparities between house prices and the income required for buying to be affordable. It also highlights 
just how much someone would need to earn to be below the 35% threshold in London’s prime property markets. But it also 
shows much lower income requirements in other areas. 



Table 2: Income required to be below 35% threshold for a mortgage on an average priced home by borough

Borough Price Minimum income to buy

City of London  £3,230,395  £499,025 

Kensington and Chelsea  £2,322,907  £358,838 

Westminster £2,194,175  £338,952 

Camden  £2,014,866  £311,253 

Hammersmith and Fulham  £1,001,938  £154,778 

Richmond upon Thames  £949,634  £146,698 

Islington  £913,211  £141,071 

Wandsworth  £751,262  £116,054 

Brent  £702,183  £108,472 

Haringey  £651,950  £100,712 

Ealing  £649,469  £100,329 

Southwark  £644,360  £99,539 

Merton  £636,360  £98,304 

Lambeth  £620,263  £95,817 

Barnet  £608,739  £94,037 

Hackney  £600,838  £92,816 

Tower Hamlets  £586,602  £90,617 

Kingston upon Thames  £569,708  £88,007 

Hounslow  £514,478  £79,476 

Bromley  £505,883  £78,148 

Hillingdon  £490,265  £75,735 

Harrow  £483,620  £74,709 

Lewisham  £452,668  £69,927 

Greenwich  £428,632  £66,214 

Redbridge  £415,054  £64,117 

Sutton  £407,458  £62,943 

Enfield  £405,297  £62,609 

Waltham Forest  £395,622  £61,115 

Croydon  £371,522  £57,392 

Havering  £351,562  £54,309 

Newham  £320,577  £49,522 

Bexley  £306,670  £47,374 

Barking and Dagenham  £264,434  £40,849 

Source: author’s calculations, Q3 2015 figures from DCLG/Land Registry data via GLA datastore: Average House Prices - http://data.london.gov.uk/dataset/average-house-
prices-borough/resource/347f5ac3-919b-480f-bfd9-346349ab3da2# 
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Median and lower quartile house prices
The required level of income drops further still when using median rather than mean prices. For London as a whole the income 
needed to buy a median priced home falls to £64,000 – still a significant sum (and also ignores the issues of a deposit) but closer 
to being in reach of a couple who both earn the median full-time London wage (£33,200 - before taxes).  Furthermore, there 
are again spatial differences in the level of affordability. In five of London’s boroughs an income above £100k is needed to buy 
a median priced home. But in six boroughs a household income below £50k would be enough to buy a median priced home. 
In addition, the bottom edges of affordability are lower still. Based on lower quartile prices, in six boroughs buying a home 
is possible with an annual income below £40k (in Bexley you would need an income of £33k) and in 15 of them, with annual 
household income of less than £50k.  

Table 3: Affordability by borough for median and lower quartile house prices

Median prices Lower quartile prices

Affordability bracket 
(£ 000s)

Number of boroughs % Number of boroughs %

0-20 0 0% 0 0%

20-30 0 0% 0 0%

30-40 1 3% 6 18%

40-50 5 15% 9 27%

50-60 6 18% 10 30%

60-70 8 24% 2 6%

70-80 5 15% 4 12%

80-90 0 0% 1 3%

90-100 3 9% 0 0%

100+ 5 15% 1 3%

Sub-local authority markets and affordability
Using data which takes us to 2014 (that doesn’t capture the most recent price increases) we can observe the very different 
housing markets within London, including places which are relatively more affordable.

The data suggests that in a handful of medium super- output areas buying at below the 35% threshold is possible on between 
£20-£30K, and in a significant number of areas (17%) buying would be affordable on a household income of £30-40K. 

Looking just at flats shows how home ownership in London is affordable for some households on relatively low incomes – in a 
very few areas with less than £20k, in a fifth of areas (21%) with an income between £20-£30k, and in almost half of areas (49%) 
‘affordable’ with a household income below £40k. 

Table 4: Affordability brackets for mortgages on median price houses and median price flats in medium super output 
areas

Median prices Median price flats

Affordability bracket 
(£ 000s)

Number of MSOAs % Number of MSOAs %

0-20 0 0% 7 1%

20-30 13 1% 194 21%

30-40 164 17% 254 27%

40-50 203 21% 144 15%

50-60 177 19% 99 11%

60-70 112 12% 79 8%

70-80 77 8% 60 6%

80-90 50 5% 24 3%

90-100 43 5% 19 2%

100+ 112 12% 59 6%



What is evident in the heat map below is where these ‘affordable’ areas are located – largely in outer London, from Havering to 
Hillingdon and Enfield to Croydon:

Map 1: Median price for a flat, 2014

Mapping the 35% affordability threshold for mean price for all homes by borough with the median for a flat by medium super 
output area, creates two very different pictures of affordability in the capital. The following heat map on the left paints a 
depressing picture of affordability. Most of the capital is unaffordable for those with after tax income below £50k. On the right 
there is much more opportunity for those beyond the very high earners - to buy a median priced flat is achievable in large 
number of areas for those on incomes of between £20-40k.

Map 2: Income required to buy and be below the 35% threshold
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Private rented sector

Mean and median rents
The picture for private rents follows a similar pattern. Even in the low cost areas, like Bexley, rents are just short of £1,000 per 
month.  If you applied the 35% of income affordability threshold, a household would need over £32,000 net income a year.  

Table 5: Income required to rent affordably by borough - mean private rents

Affordability bracket (£ 000s) Boroughs %
0-20 0 0%

20-30 0 0%
30-40 6 18%
40-50 9 27%
50-60 9 27%
60-70 4 12%
70-80 1 3%
80-90 2 6%
90-100 0 0%
100+ 2 6%

Median rents are little better, with substantial incomes required to live in most areas. More affordable than buying, but not by 
much. 

Table 6: Income required to rent affordably by borough - median private rents

Affordability bracket (£ 000s) Boroughs %
0-20 0 0%

20-30 0 0%
30-40 9 27%
40-50 12 36%
50-60 8 24%
60-70 1 3%
70-80 2 6%
80-90 1 3%
90-100 0 0%
100+ 0 0%

Lower quartile housing and flat sizes
Lower quartile rents do however make housing more affordable for lower income households – and households with incomes 
below £30,000 would find average rents affordable in some areas.

Table 7: Income required to rent affordably by borough - lower quartile private rents

Affordability bracket (£ 000s) Boroughs %
0-20 0 0%

20-30 6 18%
30-40 15 45%
40-50 8 24%
50-60 3 9%
60-70 1 3%
70-80 0 0%
80-90 0 0%
90-100 0 0%
100+ 0 0%



Small areas
Data on private rents at a small area level is unfortunately unavailable. There are however two sources of information that can 
shed light on the affordability of private rents. First, house prices are highly correlated with private rents. Comparing median, 
lower quartile and upper quartile house prices and rents at a local authority level shows how very strong the link is.7 Given the 
strength of the correlation it is possible to apply this to private rents at a lower level with a reasonable degree of confidence. 
There are of course scaling issues and it is not an exact match and the following maps should be seen as indicative rather than 
exact. 

Map 3: Median monthly rents by MSOA

There is no data on lower quarter house prices in small housing market areas. However, using a similar method it is possible to 
compare the relationship between median house prices and lower quartile rents. Using this formula we can plot an indicative 
map of lower quartile rents in London. While it again shows the wide spatial divide, it also highlights the extremely high price 
of rents.

Map 4: Lower quartile monthly rents by MSOA
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Affordability and housing benefit
The median rent in London is £1,400 a month – beyond the incomes of many people. Even in the most affordable areas, lower 
quartile private rents are around £800. These high prices are evident in the rising levels of housing benefit claims being made by 
households in the PRS. While levels have risen, the amount being claimed also gives us an indication of rent levels and growing 
problems of affordability.  Even with increased limits on the amount households can claim in local housing allowance the data 
shows the level of awards that people require in order to be housed. 

In the context of later sections, which focus on the places that offer value for money, it is worth noting that unlike rents, for 
land values or house prices the gap in awards in inner and outer London is very narrow. This suggests that the potential benefit 
savings by reducing reliance on the PRS in inner and outer London is relatively narrow compared with differences in land values 
and building costs.

Table 8: Housing benefit claims (private rented sector)

2009 2012 2016

 Claims Amount 
(£ per month)

Claims Amount 
(£ per month)

Claims Amount 
(£ per month)

London 187,694 720 280,239 778 254,058 815

Inner 72,370 772 104,576 839 84,578 859

Outer 115,324 687 175,663 741 169,480 793

Source: DWP Stat-xplore, figures for February for each year

Affordability and the social rented sector
Unlike private rents, social rents are based not just on the housing market but also local wages. Given the narrower differences in 
wages by place than house prices by place, social rents are reasonably similar across the capital. In all areas housing association 
rents are affordable (on the 35% threshold) for those earning £19,000 or more. Moreover, the gap between registered provider 
(social) rents in the most and least expensive local authority is 25% (ranging from £473 per month to £583) as opposed to 900% 
for house prices. Because of the rent formula the differences in averages by place are less reflective of local London markets 
(social rents in Kensington and Chelsea, for example, are about average for the capital).8 Of course, for large numbers in social 
housing rent is covered by housing benefit, meaning housing costs are affordable, even if high numbers are living in poverty or 
struggling to make ends meet.  
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Chapter 3: Affordability for different households

Introduction
If the meaning of affordability is contested, then measuring it is even more contentious. Placing a threshold of 35% of income 
is an easy way to capture housing stress that households may face. However, it is by no means a perfect measure. While it takes 
into account income and housing costs, it does not measure the number of dependants and associated costs nor the disposable 
income households have after paying for housing. Indeed, it is why the housing benefit claims form runs to 31 pages.9

This paper is not aimed at finding a perfect formula – if one could exist – but to examine housing costs in London in order to 
explore which areas might be able to do more to help ease the affordability crisis. Part of the answer to that lies in understanding 
what is affordable for whom? 

Homeownership: affordable where and for whom?
To better understand housing affordability within the capital for different households, the following section examines four types 
of potential first time buyer households. 

Rather than use notional ideas of affordability, this section used the Nationwide’s Affordability calculator to estimate what 
certain households may be able to borrow. This enables us to examine the real parameters of borrowing to buy and some of the 
challenges particular groups may face.

The following table sets out what each household (with individual, average earnings up to a maximum of £50k) looking to buy 
their first home could afford - based on a set of average assumptions.

Table 9: Maximum amount different households can borrow

Earnings

 £30,000 £40,000 £50,000 £60,000 £70,000 £80,000

Upper borrowing limit

Single £108,500 £179,200 £218,000  -  -  -

Couple £81,100 £144,800 £206,900 £225,800 £286,700 £347,700

Single with 
one child

0 0 £57,500  -  -  -

Couple with 
one child

0 0 0 £42,200 £114,600 £165,000

Assumptions: eligible tax credits and child benefit, maximum student loan repayment based on income, childcare costs based on Family and Childcare Trust figures, child 
maintenance at rate applicable for former partner on same wage, credit card payment at 0.36% assumed in shared ownership affordability calculations, average Band D 
London council tax bill and building insurance at £100. In couple households both are working and earning the same amount – including for the couple with children.

Applying these figures to London averages suggests that buying for the first time as a single parent is almost certainly out the 
question in all areas of the capital unless your income is considerably higher than the outer limit in the table of £50,000. 

For a couple with one child, their options are severely limited. Indeed, having one child halves the amount they could borrow. 
For this couple even if both were earning £40,000:

• The mean house price for all boroughs is beyond their reach
• As is the median and lower quartile house prices in all boroughs 
• In just two medium super output areas are median prices affordable (0.2%)
• And in 8.5% of medium output areas would they be able to buy a flat



Map 5: Medium output areas where a couple earning £80,000 with a child could buy a median priced flat

The situation improves somewhat for first time buyers without children. 

For the single household without children, there is a marked increase in the amount they can borrow if their salary increases 
from £30,000 to £40,000 per year. At £30,000 a year a single person is unlikely to be able buy a house anywhere in the capital – 
including a median priced flat in any of the medium output area.  However, the big jump in what a first time buyer could actually 
afford to buy is moving from £40,000 to £50,000, then options increase considerably:

• The mean and median house price for all boroughs is beyond the reach of someone on £40,000 or £50,000 per year
• However, lower quartile house prices in Barking and Dagenham and Bexley (£220,000) are just about within the reach of 

someone on £50,000 per year
• Median price houses in 5% of medium super output areas could be bought by those on £50,000, but only in 1% of areas 

for the single household on £40,000
• For those on £50,000 they could afford to borrow to buy a flat in 31% of medium output areas. For the single household 

on £40,000, they could buy in 14% of medium output areas. 

Map 6: Medium output areas where single household earning £40,000 could buy a median priced flat
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For couples without children the situation improves further. A couple together earning £50,000 could afford to buy a median 
priced flat in over a quarter of the medium output areas. For a couple both on £35,000 or on £40,000 the options are much 
wider:

• Those with joint earnings of £70,000 would be able to buy a mean and median priced home in one borough (Barking 
and Dagenham). The couple household without children on £80,000 would be able to buy a mean priced home in three 
boroughs and a median price home in seven boroughs

• For lower quartile values, a couple on £70,000 would be able to buy in 11 boroughs (all but one in outer London10). This 
rises to 21 boroughs (all but two in outer London) for a couple on £80,000

• It rises again to 29% of medium super output area for the couple on £70,000 and to 47% for those on £80,000
• For the couple household on £70,000 median priced flats in 55% of MSOAs are affordable, while 67% are for the couple 

on £80,000

Map 7: Medium output areas where a couple (without children) with combined earnings of £80,000 could buy a 
median priced flat

Several conclusions can be drawn from this analysis:

• The importance of being a couple: having two incomes substantially increases the chances of being able to buy and 
increases the number of areas where it is possible 

• There is though a cut-off point at which conventional homeownership is an achievable ambition. Drop much below the 
£40k earnings threshold for households without children and homeownership starts to become unrealistic

• There is a homeownership penalty or more accurately a first time buyer penalty for households with children and 
childcare costs. Indeed, table 9 highlights the significant difficulties it poses for policy makers wanting to extend 
homeownership in the capital to those with children, who haven’t accessed homeownership up to now

• If homeownership is unrealistic, it also poses questions about what kind of PRS deal we want for the growing number of 
families not in homeownership or social housing

• It furthermore indicates once again, that without substantial levels of subsidy, much of inner London is beyond the means 
of all but very high earning households, including those on £80,000 a year

Incomes and earnings and savings
Understanding people’s earning power is essential to contextualising these figures.

Wages in London are higher than the country as a whole (median salary is £28k versus £22k in England), but by not that much 
in comparison to house prices. So while median house prices in London are 84% higher than England as a whole, average hourly 
pay is 20% higher in London than England.11

The chart below shows the levels of earnings and the rough percentile of people earning that much in London. As the median 
salary above suggests, around half of Londoners earn less than £30k. For a single household, this means the average earner is



priced out of buying and while having a salary of £50,000 opens up far more areas in London, only one in five earn that much.  

Table 10: Earning percentiles

All Full-time

£20,000 ~30 ~20

£30,000 ~50 ~40

£40,000 ~70 ~65

£50,000 ~80 ~80

£60,000 ~90 ~85

£70,000 90+ ~90

£80,000 90+ 90+

£90,000 90+ 90+

£100,000 90+ 90+

Source: Based on data from ONS, ASHE, Provisional 2015

Occupations
The table below gives the average salaries in London for a range of jobs and highlights the extent to which buying in London is 
out of reach for many professionals, especially if they are the sole earner in a household. Nurses, skilled construction workers 
and teachers would all face difficulty buying in many areas. 

Table 11: Median yearly earnings for different occupations

Administrative and secretarial occupations £24,000 

Vehicle technicians, mechanics and electricians £25,874 

Skilled construction and building trades £30,150 

Nurse £32,780

Teaching and educational professionals £35,936 

Professional occupations £40,291 

Information technology and telecommunications professionals £40,329

Architects, town planners and surveyors £41,046 

Management consultants and business analysts £49,307 

Solicitors £50,533 

Source: ASHE, Provisional 2015, - median earnings, all workers

Age and incomes
Accessing homeownership is affected by your salary at a particular life stage. The graphs over the page show how wages change 
for different earners at different ages. For those on average or below earnings, the wages peak in their 30s. For those on higher 
incomes, peaks come later in their forties. In London, where those realistically looking to buy are more likely to be above the 
average age, the delay in peak earnings may mean those looking to buy in their thirties will have a narrowing window where 
they are young enough to buy (in order to get a mortgage which is paid off before retirement) but old enough to have enough 
money to buy (because wages peak later for better paid workers). 

T H E  S M I T H  I N S T I T U T E

33



T H E  S M I T H  I N S T I T U T E

34

Figure 13: Age and earnings – hourly and annual pay levels for different earning deciles

   

Source: ONS, Annual Survey of Hours and Earnings, 2015 Provisional

Numbers within households in work
What is more likely to have an impact is having children. Not only does it affect what households can borrow (see above), 
but also household incomes. Working age people without children are much more likely to have all adults in full-time work, 
increasing their earning power.12 In London, at the 2011 census only around 60% of couple households with one child were 
parents in work, and fewer still were both in full-time work.13 Not surprisingly, incomes are higher for those in full-time work 
and for couples with no dependant children. 

When is a housing cost a saving?
An added complexity to the discussion about housing affordability and costs is the distinction between buying and renting. Ask 
people why they buy and part of the answer is likely to be that it offers the opportunity to accumulate an asset – in short it is 
a form of savings. 
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Figure 14: Monthly costs and savings over a mortgage repayment term (£350k loan)

Indeed, buying is seen by many as an investment. This can be seen in the graph above, which shows a £350,000 mortgage over 
25 years with an interest rate of 4% (300 £1,843 payments – 12 per year, over 25 years). It shows how much is an investment 
and how much goes on paying the lender interest on the principal. The graph shows the actual costs are most at the start of the 
mortgage than at the end, where most of the monthly repayment is paying off the debt. 

When we compare renting with buying in terms of affordability and costs, this difference needs to be fed into the mix. For a 
buyer a proportion of their mortgage repayment should be classed as an investment not a revenue cost. While of course it makes 
little difference when we consider how much someone might be able to realistically borrow, it does matter when calculating the 
threshold at which buying becomes unaffordable. 

Using the above mortgage as an example and assuming that the mortgagor had a monthly household income of £4,000 they 
would be spending 47% of their income on the mortgage. However, arguably at the start of the mortgage term they will in 
fact be paying 29% of their income on housing costs and the other 18% is a saving or investment. A year before the end of 
term housing costs are just 2% of income before dropping to zero once the mortgage is repaid. Over the period on average 
the household will be spending 17% of their income on housing costs but a much larger portion (29%) would in fact be an 
investment. 

Of course, maintaining a housing asset is not cost free, making costs higher. But this simple model (which also excludes income/
wage inflation and rising asset values) shows that buying unlike renting is not simply a cost, something which needs to be 
factored in when considering affordability for homeowners and differences between owner occupation and private renting.
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Chapter 4: Where can (and should) affordable housing be built?

The discussion in the previous sections has focused on how difficult it is for people on low-medium incomes to buy in London. 
However, the data and heat maps have also shown the disparities in prices between places within the capital. This section 
explores where it might be best to provide new affordable housing (in part through cross-subsidy funding) at a time of almost 
zero housing grant for truly affordable housing. And where might be best suited to delivering new homes that those on middle 
incomes might actually be able to buy?

Considering such questions are never easy. Children brought up in an area unsurprisingly might want to live close by to retain 
their local connections and social networks when they leave the family home. Moreover, the previous chapters have also 
highlighted areas better suited to build homes that those not on high salaries can afford. This could potentially come into 
conflict with the objective of creating and maintaining mixed communities.14

This chapters explores this challenge – not by looking at what could be done with existing stock with existing residents but looking 
to the future as the capital attempts to meet the growing demand that an additional million people over the next decade15 will place 
on the capital’s housing stock. To illustrate the different challenges within London, the chapter also includes details on the housing 
challenges in four boroughs (Camden, Brent, Barnet and Barking and Dagenham) and how easy it may be to build affordable housing.

How much subsidy might be needed to build where?
As the data has shown, a single person or couple looking to buy needs to be earning at least £50k a year. For those renting, like 
those buying, much of central London is unaffordable and, indeed, for those on low incomes (as the data on housing benefit 
identified) private housing across the capital is beyond their means – more so than social housing. 

The extent to which these problems can be resolved is constrained by the policy environment: low to no grant, no rent or price 
controls, reduced powers to use planning gain, and little serious intervention into the buy to let mortgage market. Even when 
we consider the levels of grant that would be required to make some parts of the capital affordable for those in relatively well 
paid jobs, it is questionable whether investing in high value areas amounts to the best value for money.

The table below is a very rough guide to the level of subsidy that would be required to make homeownership a viable option for 
a couple without children on different income levels. Using median prices by local authority and the median price of flats in the 
cheapest medium super output area (MSOA) within local authorities it estimates the gap between prices and the amount the 
household could potentially borrow. 

It highlights the extent to which building say in the inner London areas of Westminster, Camden and Hackney require significant 
levels to price lower income households into any form of homeownership. In the other (outer London) areas much less funding 
would be required for a couple on £30,000 per year to buy a flat - £50,000 in Redbridge versus £300,000 in Camden. 

Table 13: Gap in affordability and market prices (median and median flat in cheapest MSOA) for different 
households in different local authorities

 Westminster Camden Hackney
 Earnings Median Flat in cheapest MSOA Median Flat in cheapest MSOA Median Flat in cheapest MSOA
£30,000 783,900 341,400 653,900 302,746 408,900 166,400
£40,000 720,200 277,700 590,200 239,046 345,200 102,700

£50,000 658,100 215,600 528,100 176,946 283,100 40,600
£60,000 639,200 196,700 509,200 158,046 264,200 21,700
£70,000 578,300 135,800 448,300 97,146 203,300 -39,200
£80,000 517,300 74,800 387,300 36,146 142,300 -100,200

 Merton Redbridge Barking and Dagenham
 Median Flat in cheapest MSOA Median Flat in cheapest MSOA Median Flat in cheapest MSOA

£30,000 351,900 52,650 278,900 50,150 173,900 43,150
£40,000 288,200 -11,050 215,200 -13,550 110,200 -20,550
£50,000 226,100 -73,150 153,100 -75,650 48,100 -82,650
£60,000 207,200 -92,050 134,200 -94,550 29,200 -101,550
£70,000 146,300 -152,950 73,300 -155,450 -31,700 -162,450

£80,000 85,300 -213,950 12,300 -216,450 -92,700 -223,450

NB: based on previous workings with regard to how much a couple could borrow and the gap between that and median/MSOA prices



Applying the similar methodology to renting (with a 35% affordability threshold) demonstrates a similar picture:

Table 14: Gap in affordability and market rents for different households in different local authorities

 Westminster Camden Hackney

 Median Lower quartile Median Lower quartile Median Lower quartile

£30,000 17,316 10,296 12,900 7,956 9,000 5,100

£40,000 13,816 6,796 9,400 4,456 5,500 1,600

£50,000 10,316 3,296 5,900 956 2,000 -1,900

£60,000 6,816 -204 2,400 -2,544 -1,500 -5,400

£70,000 3,316 -3,704 -1,100 -6,044 -5,000 -8,900

£80,000 -184 -7,204 -4,600 -9,544 -8,500 -12,400

 Merton Redbridge Barking and Dagenham

 Median Lower quartile Median Lower quartile Median Lower quartile

£30,000 6,300 3,300 2,700 -300 1,500 -900

£40,000 2,800 -200 -800 -3,800 -2,000 -4,400

£50,000 -700 -3,700 -4,300 -7,300 -5,500 -7,900

£60,000 -4,200 -7,200 -7,800 -10,800 -9,000 -11,400

£70,000 -7,700 -10,700 -11,300 -14,300 -12,500 -14,900

£80,000 -11,200 -14,200 -14,800 -17,800 -16,000 -18,400

And for social housing an even starker picture emerges of the gap between market and social rents. This highlights the amount 
of funding that would be needed to bridge that divide. In Inner London these are substantial sums – holding all factors constant 
as much as half a million pounds in Westminster over a 25 year period, whereas this drops to under £100,000 in two of the outer 
London areas (Redbridge and Barking and Dagenham). 

Table 15: Gap between social and market rents for different households in different local authorities

 Westminster Camden Hackney

 Median Lower quartile Median Lower quartile Median Lower quartile

Monthly gap £1,763 £1,178 £1,376 £964 £1,104 £779

Yearly gap £21,162 £14,142 £16,518 £11,574 £13,248 £9,348

25 year period £529,040 £353,540 £412,946 £289,346 £331,189 £233,689

 Merton Redbridge Barking and Dagenham

 Median LQ Median LQ Median LQ

Monthly gap £909 £659 £538 £288 £450 £250

Yearly gap £10,904 £7,904 £6,461 £3,461 £5,394 £2,994

25 year period £272,607 £197,607 £161,534 £86,534 £134,862 £74,862

Using these three levels of subsidy (the gap between affordability and market prices) it is also possible to examine how much subsidy 
would be needed to build different forms of affordable housing. The level of subsidy is based on the following assumptions:

• Couples buying a flat with joint earnings of £50,000 per year
• Intermediate rent at 35% threshold for household income of £30,000 per year
• Social rents compared with market rents

Using these assumptions and based on a 25 year time horizon, the levels of subsidy to meet the gap between affordable housing and 
market prices are: 
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Table 16: Level of subsidy to fill the gap between market prices and affordable housing, 25 year period
 

Westminster Camden Hackney Merton Redbridge Barking and Dagenham

Buying £277,700 £239,046 £102,700 0 0 0

Renting £257,401 £198,901 £127,501 £82,501 0 0

Social renting £353,540 £289,346 £233,689 £197,607 £86,534 £74,862

Total £888,641 £727,293 £463,890 £280,108 £86,534 £74,862

Looking at the data another way, if there was a £50m housing subsidy pot to fund the difference between market and submarket 
housing provision (split equally between the different tenures), the following number of affordable homes could be delivered in each 
local authority:

Table 17: Number of homes that a £50m fund to meet the gap between market and affordable housing could deliver

Westminster Camden Hackney Merton Redbridge Barking & 
Dagenham

Number of affordable homes with 
£50m subsidy to fund difference 
between market and sub-market 

costs

169 206 323 536 1,733 2,004

Ratio (Westminster= 1) 1 1 2 3 10 12

While these tables should not be seen as an attempt to specify the precise amount of subsidy required to build in different 
areas, this simple model indicates the very wide divide in what can be built in different parts of London. And the gap in what 
development could hope to achieve in the open market and the pricing levels for it to be affordable. More importantly, the table 
highlights the areas that could have the biggest impact on pricing as many people as possible into affordable housing. However, 
as will be explored later, this is not to suggest that other factors do not need to be fed into the mix. 

Land values 
The differences in what can be built where are largely determined by land values. In general terms it costs around £100,000-
£150,000 to build a home,16 yet as we have seen prices in large parts of London are many multiples of that figure. 

A common proposition put forward to overcoming the problem of high land values in central and high demand areas is to simply 
build on public land owned by the state. However, this should arguably not be seen as anything other than a form of subsidy – 
and a large one in some areas. 

The extent to which effective subsidy would be needed either to buy private or public land is set out in the table below. The 
chart compiled by DCLG, highlights the astronomical values of land in London prime and the considerable differences between 
local authorities. For example, land in the cheapest borough is 17 times cheaper than the most expensive. Once again values are 
highest in inner London. But equally it is worth noting that values in the bottom six are half the price of the median borough 
and 3.5 times less than the London average. 

In short, building affordable homes for rent or owner occupation in inner London is an expensive option and one often not 
available because subsidy (and land) is so scarce. 



Table 18: Post permission residential land value estimates, per hectare

Kensington and Chelsea £134,030,000

City of London £118,700,000

Westminster £110,000,000

Hammersmith and Fulham £65,000,000

Islington £53,186,000

Southwark £49,000,000

Camden £41,600,000

Richmond upon Thames £40,522,000

Wandsworth £29,335,000

Greenwich £28,700,000

Lambeth £26,364,000

Kingston upon Thames £25,500,000

Hackney £24,942,000

Tower Hamlets £23,954,000

Ealing £19,591,000

Enfield £19,264,000

Merton £19,200,000

Barnet £17,783,000

Lewisham £17,550,000

Croydon £17,249,000

Sutton £16,900,000

Harrow £15,027,000

Bromley £13,436,000

Newham £12,300,000

Haringey £12,024,000

Hillingdon £11,600,000

Waltham Forest £10,940,000

Brent £9,798,000

Hounslow £9,576,000

Redbridge £9,200,000

Havering £8,826,000

Barking and Dagenham £8,377,000

Bexley £8,100,000

  

London £29,100,000

England including London £6,900,000

England excluding London £2,100,000

DCLG, Land value estimates for policy appraisal (2015) https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/488041/Land_values_2015.pdf
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Types of homes
Land values shape decisions about what types of homes are built. So, family housing tends to be in less densely populated, 
mainly outer London areas to make it affordable. This is plain to see in the data on the types of housing and where they are 
located (full details are in the appendix).

Table 19: Types of homes by borough

 Unshared Dwelling; 
Whole House or 

Bungalow; Detached

Unshared Dwelling; 
Whole House or 

Bungalow; Semi-
Detached

Unshared Dwelling; 
Whole House or 

Bungalow; Terraced 
(Including End-Terrace)

Unshared Dwelling; 
Flat, Maisonette or 
Apartment; Total

City of London 0% 0% 2% 97%

Barking and Dagenham 4% 20% 46% 30%

Wandsworth 2% 7% 24% 64%

     

London 6% 19% 23% 50%

Inner 2% 7% 17% 72%

Outer 9% 27% 27% 37%

Source: ONS, 2011 Census

Using this data and applying space (number of bedrooms) and price into the equation highlights the divide in prices.17 It costs 
£839k more for a bedroom in Kensington and Chelsea than in Barking and Dagenham. But it also indicates that if affordable 
family housing is to be built then central areas are even more a no go area (full details are in the appendix). 

Table 20: Price per bedroom in selected boroughs

Kensington and Chelsea 928,241

Westminster 730,509

Ealing 192,849

Brent 187,572

Bexley 99,027

Barking and Dagenham 89,617

Source: Author’s calculation based on median earnings in 2014 (London Datastore) and 2011 census data on bedrooms per household

Mixed communities
The financial constraints of where to build will have an impact on what homes are likely to be built where. This could, however, 
detrimentally affect attempts to create and maintain mixed communities. The rest of this chapter looks at what impact new 
building could have in terms of tenure and also on mixed-income communities.

Tenure
Like many cities, homeownership in London is below the UK average – reflecting levels of deprivation which are often higher in 
cities, but also a younger, more transient population. 

The graph over the page highlights tenure difference between London and the England – with renting more common in London.



Figure 15: Proportion of households in different tenures
 

Source: data from 2011 census

There are, of course, considerable differences within London. Just 24% of Hackney households, for example, are owner occupiers 
and 29% in the PRS. Havering, meanwhile, has 74% homeownership and just 11% of people living in the PRS. These differences 
are important in regard to what is built where.

Table 21: Proportion of households in different tenures in selected boroughs 
(more detail in appendix)

Homeownership Social housing Private rented

Hackney 24% 44% 29%

Lewisham 42% 31% 24%

Wandsworth 46% 20% 32%

London 48% 24% 25%

Barnet 58% 14% 26%

Havering 74% 14% 11%

Source: data from 2011 census

The following maps highlight the differences at a more granular level, which further indicates the differences within not just 
London but also local authorities.

Map 9: Homeownership levels
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Map 10: Social housing levels

Map 11: Private rented sector levels



The following table shows how tenure has changed in each borough between 2001-2011. There is a notable rise in the PRS, with 
homeownership down mainly as a consequence of the relative decline of households owning with a mortgage. While social 
housing has declined slightly, this is mainly due to falling rates in inner London boroughs. 

Table 22: Tenure change, 2001-11
Percentage change from 2001 (below 100% = decline)

 Homeowners (Own outright) Social rented Private rented

Southwark 93% 101% 82% 175%

Havering 93% 103% 100% 193%

Bromley 93% 103% 99% 156%

Camden 92% 119% 89% 128%

Bexley 92% 103% 106% 177%

Richmond upon Thames 92% 102% 107% 129%

Sutton 91% 102% 95% 170%

Kingston upon Thames 90% 99% 106% 143%

Lambeth 89% 97% 85% 147%

Greenwich 88% 94% 87% 197%

Islington 88% 114% 85% 160%

Wandsworth 87% 100% 89% 135%

Westminster 87% 117% 89% 123%

Hillingdon 87% 98% 100% 185%

Harrow 87% 97% 95% 187%

Barnet 87% 93% 95% 155%

Merton 86% 94% 99% 160%

Croydon 86% 98% 106% 161%

City of London 85% 99% 76% 149%

London 85% 96% 92% 162%

Haringey 85% 99% 88% 148%

Waltham Forest 85% 95% 93% 165%

Lewisham 85% 97% 87% 186%

Redbridge 84% 93% 112% 178%

Tower Hamlets 84% 110% 75% 195%

Barking and Dagenham 83% 89% 91% 309%

Hounslow 83% 94% 97% 168%

Enfield 82% 90% 101% 222%

Kensington and Chelsea 82% 84% 94% 133%

Ealing 81% 93% 96% 166%

Hammersmith and 
Fulham

77% 83% 96% 150%

Brent 77% 88% 101% 166%

Newham 76% 87% 81% 191%

Hackney 74% 85% 86% 186%

Source: data from 2011 census
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House prices, homeownership and social housing 
When looking at the maps of prices and tenure together (see below) it is apparent that many of the areas with high levels of 
social housing are also places where prices are high. And it arguably makes little sense both in terms of mixed communities and 
value for money to be building more social housing in these areas. This is not in any way to suggest that the absolute numbers 
of social housing stock in these areas should be reduced (indeed they may need to be increased), which would have considerable 
adverse effects on individuals and communities. 

However, there are places where homeownership is high but prices low. These places could offer both value for money and create 
a better balance in tenure. And, there are also places where social housing is high and prices low, where new build could offer a 
realistic opportunity for low to middle incomes to buy. These areas would deliver the double dividend of more affordable housing 
and a better tenure mix.

Map 12: Median prices for a flat

Map 13: Homeownership levels



Typology of house prices and tenure mix
To understand where this double dividend could be realised data from the two maps is merged. The following maps rank each 
area 1 to 5 (of equal size) for its level of homeownership and 1-5 by level of house prices. The map below shows the score for 
each area with light colours representing areas with high levels of homeownership and low prices. A score of 1 for house prices 
means the area is in bottom 20% for prices, and score of 1 for homeownership means that it has homeownership levels in the 
top 20%. An area with a score of two, therefore, has house prices in the bottom 20% and homeownership levels in the top 20%. 

Map 14: Low house prices and high levels of homeownership (lighter colours)

The map shows the areas with high levels of homeownership and low prices where less subsidy would be needed to build 
affordable housing and which wouldn’t result in large concentrations of sub-market housing. 

The below map presents the same data but with areas with the lowest scores; areas where both homeownership levels are above 
53.5% (the top 40%) and median prices below £323.5K (the bottom 40%). The map shows that parts of outer London could most 
affordably provide social housing and not lead to high concentrations of social housing.

Map 15: Lowest house prices and highest levels of homeownership
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There are also places which might offer value for money when promoting both affordable homeownership and mixed tenure 
communities. The maps below show areas with low levels of homeownership and low prices. The lighter coloured areas show 
places where homeownership is low and where prices are also relatively affordable for Londoners (again ranked 1 - 5 across both 
dimensions, except for homeownership 1 equalling the bottom 20% of levels). 

Map 16: Low homeownership and low prices

The map below shows the same data but highlights areas which have the very lowest rates of homeownership and the lowest 
prices. These places potentially offer the opportunity to deliver new properties for homeownership which Londoners might be 
able to afford and which also promote mixed communities.

Map 17: Low homeownership and low prices

The amount of new build
As shown there are places where new housing could be cheaper to build and promote more mixed communities, but it is 
important, of course, to place new build in some context. As a result of much lower build rates, the big shifts of tenure in recent 
years have come through changes in ownership of existing stock – first through right to buy in the 1980s and then with the 
rapid growth of the PRS. What is built where may not necessarily have a significant impact on existing tenure – even if measures 
may be sought to shift the balance. 



Assuming the same annual build rate for each borough last year for a ten-year period and all those homes were built for just 
homeownership, private renting or social housing, the following table looks at how it would shift each tenure. The ‘today’ column 
thus shows the current tenure mix in each borough and the ‘change over 10 years’ shows what proportion of homes would be 
in that tenure ten years from now if all new homes (based on current build rates) were that tenure (this means that all ‘today’ 
columns sum to 100 but the change over ten years do not). For example, if all the homes built in Barking and Dagenham were 
for homeownership then the borough would move from 44% of households that were homeowners to 47%. Equally if Barking 
and Dagenham only built social housing then the social housing stock would move from 36% to 40%. The table thus highlights 
that where a tenure is low additional stock would make a notable impact, but would not be a transformational change. It also 
highlights the little impact that only building tenure would have in some boroughs because of their relatively low build rates.  

Table 23: Housebuilding and tenure

Homeownership Social housing Private rented sector

Today
Change over

10 years
Today

Change over
10 years

Today
Change over

10 years

City of London 33% 62% 33% 62% 33% 62%

Barking and Dagenham 44% 47% 36% 40% 21% 25%

Barnet 57% 61% 11% 19% 32% 38%

Bexley 73% 75% 16% 22% 11% 18%

Brent 45% 51% 21% 30% 34% 42%

Bromley 73% 74% 14% 16% 14% 16%

Camden 33% 36% 34% 37% 32% 35%

Croydon 65% 68% 17% 24% 18% 26%

Ealing 50% 53% 14% 19% 36% 40%

Enfield 62% 63% 17% 20% 21% 23%

Greenwich 46% 51% 34% 41% 19% 27%

Hackney 31% 38% 46% 51% 23% 31%

Hammersmith and Fulham 41% 49% 25% 36% 34% 43%

Haringey 43% 43% 34% 34% 24% 25%

Harrow 66% 68% 9% 12% 25% 28%

Havering 69% 71% 17% 22% 14% 19%

Hillingdon 55% 57% 17% 21% 28% 31%

Hounslow 52% 54% 19% 22% 28% 31%

Islington 39% 42% 35% 38% 26% 29%

Kensington and Chelsea 38% 45% 29% 37% 33% 41%

Kingston upon Thames 67% 69% 10% 17% 23% 29%

Lambeth 36% 42% 30% 36% 34% 40%

Lewisham 48% 53% 28% 35% 24% 31%

Merton 55% 57% 16% 20% 29% 32%

Newham 26% 37% 31% 42% 43% 51%

Redbridge 64% 65% 12% 14% 24% 26%

Richmond upon Thames 70% 70% 9% 11% 22% 24%

Southwark 36% 41% 37% 42% 26% 32%

Sutton 68% 70% 11% 16% 21% 25%

Tower Hamlets 27% 33% 42% 46% 31% 37%

Waltham Forest 50% 53% 20% 25% 30% 34%

Wandsworth 49% 53% 20% 26% 32% 37%

Westminster 29% 33% 28% 33% 43% 47%

Source: author’s calculations based on GLA datastore/ONS Housing tenure of households (2015) and DCLG Live Table 122 – Net additional dwellings

T H E  S M I T H  I N S T I T U T E

49



T H E  S M I T H  I N S T I T U T E

50

Four borough profiles
The following short profiles highlights the different housing markets within London outlined in the report and also the varied 
demographic and labour market make up within different parts of the capital.

Camden 
The inner city borough of Camden is one of the wealthiest areas of the country. But with high house prices new affordable housing is 
likely to be expensive to provide.

Wages reflect the wealth of the borough, with average (mean) yearly earnings almost £10,000 higher than London and around £18,000 
higher than the English average. There is also an abundance of jobs. Indeed, job density in the borough is 2.25 jobs per working-
age resident – over double the London average. Those in employment are in more highly skilled jobs with almost half (45%) of the 
population are in managerial roles (compared with 30% in London).

Despite the relative wealth, homeownership is relatively low (32%) - below half that of the English average. Tenure is split fairly evenly, 
with a further third of households in social housing and a further third in the PRS. 

This low level of owner occupation is likely to be in part due to high house prices. Median prices are 18 times median earnings (median 
prices by 2014 had reached £675,000 while mean prices are now in excess of £1,000,000). Private rents reflect the high house prices 
and are around £2,500 per month.  This lower than average level of homeownership is also likely to reflect the age of residents, with 
residents slightly more likely to be aged 20-40 years than London as a whole. 

Of the four boroughs highlighted in this chapter, household growth in Camden over the next ten years is set to be lowest, but still above 
English growth. This is likely to reflect in part the ability of the borough to build additional properties. Despite the high prices, levels of 
overcrowding (12%) are not as high as in Barking and Dagenham (13%) or in Brent (17%). This is perhaps a result of the high number 
of one person households (41%), but unlike other parts of the UK single households are not due to an ageing population but the high 
number of single households under 65 (30% versus a London average around 22%).  

While wealthy in one sense, Camden is not without issues. Deprivation levels (IMD) are higher than the national average but around 
average for London as a whole. Similarly, the level of unemployment is lower than the London average but higher than the national 
average. 

However, providing new affordable housing is likely to prove challenging. With mean prices above £1m, building affordable homes 
(to rent or buy) in Camden is likely to prove subsidy heavy – something which becomes more problematic when attempting to build 
family-sized homes (exacerbated by welfare reforms). Given the way cities function and have developed alongside land availability 
anything but flats are likely to prove beyond the means of all but the superrich. Indeed, In Camden a staggering 82% of homes are flats, 
terraced homes form 9% of dwellings and semi or detached housing just 6%.

Trying to intervene by building for low to middle income groups or families will require considerable sums to shift tenure mix. 

Barking and Dagenham
When it comes to house prices and land values, Barking and Dagenham contrasts with Camden markedly. Indeed, low house 
prices in Barking and Dagenham make it an area where building affordable housing requires lower levels of subsidy.

Prices reflect to an extent the relative affluence of an area. Average earnings in Barking and Dagenham are low (£24.8k) 
compared with London (£36.2k) and to a lesser extent England (£28k). Unemployment is higher (9.8%) – above both the London 
(6.1%) and England averages (5.2%). And job density is relatively low, with 0.5 jobs per resident (aged 16-64) compared with 1 
for 1 in London. In marked contrast with Camden the number of managers is just 20% (compared with 30% nationally) and it 
has a high number of people who are long term unemployed with fairly similar numbers of middle skill occupations.  It also ranks 
second in London as the most deprived local authority and third nationally. 

Despite this, homeownership levels are much higher than some inner London areas. Around half of the households are 
homeowners (46%) - just below the London average. And homeownership is far more realisable with median earnings to median 
prices low for London and similar to the national average.

Moreover, the borough offers the space many families require. Homes are made up mainly of terraces (46%) and flats (30%), with 
a not insignificant proportion of semis (20%). This is reflected in who lives in Barking and Dagenham. One person households are 
around the average for the capital (28%), while households with dependant children are above the London average (36%). And 
the borough has a similar proportion of older single households as England.



The household composition is reflected in the borough’s age profile – with more younger people (those aged between 0-19) than 
London as a whole, fewer aged 20-39 years old, and similar levels aged 40-59 and 60+. While Camden highlights large numbers of 
young (professional) people living in its borough, Barking and Dagenham is home (and has houses suited) to families.  Moreover, it 
has land to provide additional housing and household growth is expected to grow by a fifth over the coming decade (equivalent to an 
additional 15,000 homes).

The data on Barking and Dagenham indicates that it is home to families, with housing stock suited to serving the needs of people with 
children. It also highlights that not every part of the capital has exorbitant house prices – even if prices have risen rapidly. This makes 
the possibility of building affordable (family) housing a realistic option. And given the present fairly balanced tenure mix, there is no 
real need to focus on one tenure alone. 

Brent
The inner suburban borough of Brent is perhaps closest to representing the ‘average’ London borough. Prices are by no means cheap, 
but land values are considerably lower than central areas while tenure mix and demographic characteristics are similar to London as 
a whole. 

In labour market terms, Brent performs slightly worse than the London average. Earnings in Brent are lower than London as a whole 
(£30k v £36k) but higher than the England-wide mean (£28k). Unemployment is above London’s average but not significantly so (6.9% 
to 6.1%). It has a lower job density than the London average (.60 v .96 jobs per resident aged 16-64), but is not located centrally. And 
it has proportionally fewer residents in managerial roles - 27% versus 36% in London - and more in lower skilled roles. Despite this 
average prices are high. But prices per bedroom (see above) are around the middle for London and post-planning permission land 
values are relatively low. 

Tenure is reflective of the London average. Homeownership rates in Brent (43%) are around the London average (48%). Around a 
quarter of residents rent socially (the same as London) and a slightly higher proportion in the PRS (30%). Household composition in 
the borough is also reflective of the capital, with similar levels of single households (three out of 10), couples with children (one in 
five), and couples without children (one in four). In terms of age, like household composition, Brent almost exactly replicates London 
averages with one in five aged between 0-19 years old; just over a third aged 20-39; a quarter aged 40-59; and just over one in six 
aged 60 and over.

And like London as a whole there are significant affordability problems. Prices in the borough are high compared with wages – 16 times 
median earnings to prices. Median prices over the last two decades have risen almost as fast as they have in Camden, but they remain 
below the inner London borough average. Median prices are over £400k, below the inner London median but above the outer London 
mid-point. With lower quartile prices around £325k. Median rents too are above the outer average (£1,400 v £1,250) 

With Brent being the closest to the London average across the four boroughs, arguably, therefore, changes in Brent are likely to be 
a bellwether for the capital as a whole. Brent is far from cheap but is ‘reasonable’ in the London context. Lower quartile prices are 
affordable to those on good wages, but low cost affordable housing products could have the potential to extend affordability further. 

With relatively low land values and a population reflective of the capital, there is significant scope and demand for providing 
affordable housing. Providing housing for low incomes households (the borough has also experienced a sharp rise of private 
renters claiming housing benefit) would require less subsidy. The gap between market and social (or living) rents is less wide than 
inner London areas, yet its proximity to central London could support those working or looking to work in areas where jobs are 
increasingly located.  

Barnet
The outer London borough of Barnet is often seen as a solidly middle class, suburban borough. However, while house prices are 
expensive and homeownership levels high for London, prices are more affordable than inner London and it is home to an increasingly 
diverse population, with a range of housing needs. 

Labour market data supports the image of a relatively comfortable borough. Residents in Barnet have earnings (£33k) similar to the 
mean for London (£36k). Four in ten (39%) of the population are in managerial roles – just above the London average – and it has 
proportionally slightly fewer people in lower skilled roles.  Unemployment levels are slightly below the London average (5.8% to 6.1%). 
And it has fairly low levels of deprivation being 24 out 33 boroughs. Jobs density in the borough is lower than the London average (0.68 
to 0.96), highlighting the importance of commuting to residents. 

With such labour market statistics, it is unsurprising that Barnet has higher than average levels of homeownership (58%). It also 
has a higher proportion of households who own outright – highlighting the age profile of the borough (with more people aged 
60 than the London average).  Social renting is low (14%) with private renting more common (26%). 
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The housing stock also reflects Barnet’s location. While the largest proportion of its housing stock is comprised of flats (42%) it 
has a higher proportion of houses than London as a whole, in particular semi-detached homes. This is also reflected in the types 
of people living in the borough with average numbers of single households (around three in ten) and slightly more households 
with children. And despite being an outer London borough, prices and land values are average for the capital. Median house 
prices are 14 times median earnings, and mean prices are around £600,000 mark, with lower quartile prices are around £330,000. 

But despite the image of a relatively prosperous borough data on housing benefit shows it is likely to be home to increasing 
numbers of low income households. From December 2008 to December 2015 housing benefit claims rose by a third – in Camden 
they actually dropped in the period. For claims in the PRS Barnet saw numbers rise by almost 60%. Furthermore, the borough is 
expected to see considerable household growth over the next decade – growing by 20%.

Meeting these new demands will require additional affordable housing. While Barnet’s house prices make homeownership 
expensive they are below inner London averages making it relatively more affordable for those with lower or average incomes. 
If this continues then Barnet’s growing numbers of low to middle income families (be they in rented or looking for a low cost 
homeownership product) would arguably be better served by a social housing provider, especially in an area where there is 
relatively little sub-market housing.
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Conclusion

Too many Londoners are being priced out, and the situation looks set to worsen. The policy challenge facing the new mayor and 
the London boroughs is how to make housing truly affordable without curtailing supply and depressing prices. 

This report has highlighted the extent to which housing has become increasingly unaffordable in large parts of the capital. 
Unaffordable, in the sense that housing costs are beyond a threshold which leaves much left over in a households’ budget. But 
also, for potential homeowners, beyond what they can borrow to buy. 

The extent to which this is true still startles. Those on high salaries will struggle to buy or rent average priced properties. The 
housing pressures for those on lower incomes is even more desperate, as highlighted by the large numbers reliant on housing 
benefit (including those in work) to pay their private rents. There are also specific challenges that high prices raise, not least for 
those with children looking to get onto the housing ladder.

However, using averages can paint an overly pessimistic picture. The data in this report highlights the very varied housing 
markets within London. It is these areas which could help ease London’s housing affordability crisis (often areas overlooked in 
discussions about London’s housing crisis). 

Hoping to build homes anywhere and expecting prices to fall may work if the volume is large enough and time is on your side. 
However, the challenge is pressing and urgent. Building homes in areas where people (and families) can actually afford to live 
seems the quickest way to easing the pressures on as many households as possible while also offering the largest numbers a 
realistic hope of meeting their housing aspirations. 

The gap between what people can afford and market prices highlights the extent to which a huge subsidy is required in some 
areas. It is questionable whether building at scale in such areas offers value for money. More importantly it helps far fewer 
families than building in places where less subsidy is needed. Getting that balance right is key to easing London’s housing crisis. 

This is by no means suggesting that no new housing in inner areas is needed. And is certainly not to suggest that there shouldn’t 
be opposition to policies which reduce existing affordable housing in the most expensive areas, with the associated social 
upheaval. It is about how to price as many Londoners in as possible, which could be best done by looking to areas where land 
is more affordable and plentiful. Prices do not just reflect desirability but also availability. The scale of undersupply suggests 
that large areas of land are required, something which inner London is in short supply of – hence why many have called for 
the relaxation of Green Belt development regulations (something which has been ruled out by both the Mayor and national 
government) or a next generation of new towns. Outer London therefore has a critical role in delivering much needed affordable 
homes and helping to address London’s affordability crisis.

However, such an approach cannot simply be about housing. New development in outer London cannot be about just new homes 
but must also include an emphasis on creating new employment opportunities. Arguably one of the causes of the affordability 
crisis and growing spatial house price divides in the capital is the unbalanced nature of growth with new jobs almost exclusively 
located in central areas.18  

This targeted approach could run counter to the objective of creating mixed communities. However, the data shows that there 
are many different areas in the capital – areas with low levels of homeownership and low prices and places where prices are 
low and homeownership high. In such instances focused building programmes could enable communities to reap the double 
dividend of value for money and a better tenure balance. 

But strategic spatial planning will rely on some burden sharing. Whether this is possible will be in part about fostering cooperation 
and partnership working between the boroughs, the mayor and GLA. And whether it will work will not just be about building 
homes but creating successful and attractive places (place-making, not just house building). A starting point, in advance of 
another London Plan and to inform the thinking of the London Land Commission, could be for the GLA to undertake a thorough 
investigation into which areas could deliver both more affordable housing and a better tenure mix.

This report has focused on this element of the housing crisis: which places offer the biggest bang for our buck. And in this 
context, the estate agent’s adage about location, location, location is more than a mantra. It might be a cliché, but it perhaps 
offers the best way of pricing Londoners in, not out. 
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Notes

1 DCLG, Live table 420
2 See chart F, Stock total rate in Bank of England Historical sources of mortgage interest rate statistics (2015)
3 Author’s calculations based on Bank of England, op cit, ASHE data and GLA/Land Resigstry data cited in the following graph.
4 See for example, Evans, J “Post-poll sell-off signals 5% house price fall” Financial Times or Osborne, H “House price fall could 
follow Brexit, say experts” Guardian
5 See for example, Bibby, J “What is ‘affordable housing?’”, Shelter http://blog.shelter.org.uk/2015/08/what-is-affordable-
housing/
6 In this report the issue of raising a deposit is not explored – something which has significant influence on affordability but 
is beyond the scope of this report which focuses on housing costs.
7 R2=0.8/0.9
8 The formula for renting setting is 70% based on incomes and 30% on property values adjusted for size
9 https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/255776/hctb1_print.pdf 
10 Outer London defined by London councils. 20 of the 32 boroughs are in outer London
11 Nomis, Labour market profile - accessed on the 10/05/16
12 DWP, Households below average income, 2012/13
13 Author calculations, from Census 2011 data
14 Mixed communities have been defined by Tunstall, R and Lupton, R Mixed Communities: Evidence review (DCLG, 2010) 
“‘Mixed communities’ is both a broad policy goal and a specific policy approach. It is helpful to distinguish these. As an 
overall policy goal, the term encapsulates three main meanings: (1) ‘Mixed communities’ as a general social good, reflecting 
an integrated and egalitarian society in which people of all social classes and incomes share the same space, services and 
facilities, creating conditions in which mutual understanding and/or shared norms can potentially develop. (2) ‘Mixed 
communities’ as spaces to encourage racial, ethnic or religious cohesion, or which prevent increasing segregation. (3) ‘Mixed 
communities’ as ‘workable’ or ‘sustainable’ communities, following a notion that a combination of different land uses, building 
types and people”
15 ONS, 2012-based Subnational Population Projections for Local Authorities in England (2014)
16 Excluding the costs of building roads, fitting sewers, linking it to the grid etc.
17 This applies average bedrooms for all households – thus includes social housing units which means it is not a completely 
accurate calculation
18 Hunter, P Towards an suburban renaissance: an agenda for our city suburbs (The Smith Institute, 2016)
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Appendix

Figure 16: Percentage that the earnings to prices ratio in London exceed the England average

Source: Author’s calculations of difference in ratios between London and England based on DCLG figures accessed via GLA Datastor: Ratio of House Prices to Earnings http://
data.london.gov.uk/dataset/ratio-house-prices-earnings-borough/resource/122ea18a-cb44-466e-a314-e0c62a32529e# 
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Table 24: Types of home by borough

Unshared Dwelling; 
Whole House or 

Bungalow; Detached

Unshared Dwelling; 
Whole House or 

Bungalow; Semi-
Detached

Unshared Dwelling; 
Whole House or 

Bungalow; Terraced 
(Including End-Terrace)

Unshared Dwelling; 
Flat, Maisonette or 
Apartment; Total

City of London 0% 0% 2% 97%

Barking and Dagenham 4% 20% 46% 30%

Barnet 11% 30% 16% 42%

Bexley 7% 45% 25% 23%

Brent 7% 24% 17% 51%

Bromley 18% 30% 22% 29%

Camden 2% 4% 9% 82%

Croydon 13% 25% 26% 35%

Ealing 5% 23% 26% 44%

Enfield 7% 24% 31% 38%

Greenwich 4% 19% 31% 45%

Hackney 2% 4% 15% 76%

Hammersmith and 
Fulham

1% 5% 21% 70%

Haringey 4% 10% 27% 56%

Harrow 12% 39% 19% 30%

Havering 11% 41% 26% 21%

Hillingdon 15% 36% 23% 26%

Hounslow 5% 30% 23% 42%

Islington 1% 3% 14% 80%

Kensington and 
Chelsea

1% 3% 12% 79%

Kingston upon Thames 13% 32% 18% 37%

Lambeth 2% 8% 16% 71%

Lewisham 3% 13% 28% 54%

Merton 6% 18% 38% 37%

Newham 7% 11% 36% 46%

Redbridge 7% 27% 35% 31%

Richmond upon 
Thames

8% 24% 27% 39%

Southwark 2% 6% 16% 74%

Sutton 11% 28% 26% 35%

Tower Hamlets 1% 3% 11% 85%

Waltham Forest 5% 17% 37% 41%

Wandsworth 2% 7% 24% 64%

Westminster 1% 2% 8% 87%

     

London 6% 19% 23% 50%

Inner 2% 7% 17% 72%

Outer 9% 27% 27% 37%

Source: ONS, 2011 Census
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Table 25: Prices per bedroom

Kensington and Chelsea 928,241

Westminster 730,509

City of London 554,819

Camden 462,339

Hammersmith and Fulham 403,312

Islington 319,374

Wandsworth 283,724

Richmond upon Thames 270,569

Haringey 236,396

Southwark 235,684

Lambeth 233,881

Hackney 228,524

Tower Hamlets 211,511

Merton 207,169

Barnet 198,199

Ealing 192,849

Brent 187,572

Kingston upon Thames 176,098

Hounslow 170,305

Lewisham 157,263

Greenwich 154,181

Harrow 152,570

Bromley 141,990

Enfield 134,612

Hillingdon 134,116

Waltham Forest 133,801

Sutton 124,105

Redbridge 121,197

Croydon 115,668

Newham 112,326

Havering 101,414

Bexley 99,027

Barking and Dagenham 89,617

Source: SI calculation based on median earnings in 2014 (London Datastore) and 2011 census data on bedrooms per household



Table 26: Proportion of households in different tenures by borough

 Homeowners  Social rented  Private rented

Hackney 24% Harrow 11% Havering 11%

Tower Hamlets 24% Redbridge 11% Bexley 11%

Islington 28% Kingston upon 
Thames

12% Bromley 13%

Southwark 29% Richmond upon 
Thames

13% Sutton 16%

Westminster 31% Bromley 14% Barking and 
Dagenham

18%

Camden 32% Merton 14% Hillingdon 18%

Lambeth 33% Havering 14% Greenwich 20%

Newham 33% Barnet 14% Croydon 21%

Hammersmith and 
Fulham

34% Bexley 14% Harrow 22%

Kensington and 
Chelsea

36% Sutton 15% Richmond upon 
Thames

22%

Haringey 39% City of London 17% Enfield 22%

City of London 42% Hillingdon 17% Kingston upon 
Thames

22%

Lewisham 42% Enfield 18% Redbridge 23%

Brent 43% Croydon 18% Hounslow 23%

Greenwich 43% Ealing 18% Southwark 24%

Wandsworth 46% Wandsworth 20% Lewisham 24%

Barking and 
Dagenham

46% Waltham Forest 22% Merton 25%

London 48% Hounslow 23% London 25%

Waltham Forest 50% London 24% Barnet 26%

Hounslow 50% Brent 24% Waltham Forest 26%

Ealing 51% Kensington and 
Chelsea

25% Islington 27%

Barnet 58% Westminster 26% Ealing 28%

Enfield 58% Haringey 27% Hackney 29%

Croydon 59% Newham 30% Lambeth 29%

Merton 59% Lewisham 31% Brent 30%

Hillingdon 63% Hammersmith and 
Fulham

31% Haringey 31%

Redbridge 64% Camden 33% Wandsworth 32%

Richmond upon 
Thames

64% Barking and 
Dagenham

34% Hammersmith and 
Fulham

32%

Kingston upon 
Thames

64% Greenwich 34% Camden 32%

Harrow 65% Lambeth 35% Tower Hamlets 33%

Sutton 68% Tower Hamlets 40% Newham 34%

Bromley 71% Islington 42% Kensington and 
Chelsea

36%

Bexley 73% Hackney 44% City of London 36%

Havering 74% Southwark 44% Westminster 40%

Source: data from 2011 census
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