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Edwardian House

Market value in 1900
£1,000

Market value in 2005,
£700,0007?

In 2005, the relative worth of £1000 from 1900 is:

£72,100.00using the retail price index

£88,700.00using the GDP deflator _
£389,000.00using the average earnings Although the house is
£454,000.00using the per capita GDP 100 years older...
£665,000.00using the share of GDP

EH.net
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Housing Finance: Domestic and Global, ¢.1856-2001
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« British Housing finance
competes globally

With agricultural & urban
development in N. America
& Australasia

Inverse cycles of domestic
and foreign investment
Affect supply (interest rates)
& demand (emigration)

Periodization

* Open economy,
lower
Investment

« ~ 25-year cycles,
each ends
In collapse

* new financial
regime has to be
created for
eachcycle 4
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Who lends?

Mortgages another
middle class saving
vehicle. Track sales

Bulk of lending (c. 75-
80%) Is by private
Individuals
Well-secured. Stock of

mortgage debt about one-
third of asset values

Loans up to two-thirds of
value, six months notice,
six years’ duration

Need to be rolled over
frequently

Yield about double that of
Consols (c. 6%)

TURNOVER
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Who doesn’t lend?

Clearing Banks don'’t issue mortgages

— Prudential norms: high capital ratios (15-20%), high
liquidity, very short lending.

— But do hold title deeds as collateral (about 20% of all
real estate lending)

— Housing finance insulated from the core payments
system.

— Payments system not affected by housing market
turbulence

Institutions: building societies, insurance companies (c.
20-25% ex banks)

Mortgages & buy-to-let a pillar of middle-class thrift and
provision for old age.

How secure?



Flexible labour markets
Incompatible with flexible
housing markets

« Demand:
— Weekly/quarterly tenancy

— For workers: employment/housing
insecure. ‘The Housing Problem’ —
persistence of bad housing

— Slum housing, doubling-up 9
— Large emigration in 1880s and 1900s

 Supply:
— Demand cyclical
— Rising cost of finance
* Yield on Consols 2.5% (1895-
99)==>3.3% (1910-14) [32%
increase]
— Transport: Tramways, buses,

underground railways. Application of
fossil fuels from 1890s.[electric, petrol]
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TAX

Infrastructure loan-financed—
rising service costs

Rising rates — 50% in London
boroughs

People’s Budget. Land value
taxation




The Edwardian Property
Crash

c. 40% loss in ten years

Sources: Auction Mart sales data &
stamp duties
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Solutlons

Philanthropy

« Social entrepreneurship: 5%
philanthropy

« Public Housing: enabling
legislation, local govt action

* Buy-to-let in crisis:
— Property crash
— Taxation
— Unemployment/emigratio
— Overseas investment

— Electric/petrol public
transport

« First World War:
Endogenous?
» Localised housing shortages
— Soldiers’ wives
— Owners/lenders in weak
position
 Rent control 1915 L s /7
» Lasts for sixty-plus years 11




‘Unsafe as bricks and mortar’

Collapse of housing system and mortgage
ending

Destroys credibility of buy-to-let asset class.
Rent control -- No incentives to build.
Post-war demand : ‘Homes for Heroes’
New regime:

— Owner occupation

— Public housing

Buy-to-let owners exposed to taxation,
regulation, external shocks.

Then as now.
But no financial bail-out: core banking safe. =
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