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S

ince I joined the BSA at the beginning
of June, it’s not surprising that the EU
Referendum, the result and questions
over ‘what next’ have taken centre
stage. However, it has also been busy on
many other fronts.
Building societies are rightly associated with
being the ‘friendly side’ of the financial sector,
but they also have competitive offerings
which often beat the competition. Right now,
societies are topping best-buy mortgage tables
and providing competitive savings rates in a
what is now a very low Bank Rate environment.
Societies may have their roots way back in
the past, but they are very much focussed
on the future. I have been impressed as I visit
societies at how they are keeping the best of
their traditional values whilst offering much to
millennials and younger people like me. This is
one of the areas that I hope to cover in more
depth in the coming editions of Society Matters.
This edition features a Housing special. In
an extraordinary period of change, housing
– or lack of it – is becoming an increasingly
prominent issue. A new government is prepped
and primed to take the UK in a new direction,
creating the perfect opportunity to reiterate
some internal and external thoughts and ideas.
I shall leave the finer details to the wealth
of experts on pages 6 to 12, but building
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Taking over from Victoria, this is my first edition of
Society Matters at the helm as editor, welcome! I have
some (metaphorically) sizeable shoes to fill, but I am
already enjoying learning about the many facets of
this unique sector – one I am completely new to.
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societies continue to campaign for a new and
more practical era in housing, building, buying
and renting.
Elsewhere, the BSA’s Annual Lunch and
attendance at the political Party Conferences are
on the horizon, so do keep your eyes peeled for
updates on our website and across social media.
Finally, enjoy the last of the summer sun as
we usher in a busy and productive autumn.
See you in the December issue.
Enjoy!
Amy Harland
Society Matters Editor
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By ROBIN FIETH,
BSA Chief Executive

The road to
leaving the EU
– is it any clearer?
Writing just after the annual excitement and trepidation of
GCSE results – which extended to my own household again
this year – I am left reflecting that the summer of 2016
will soon feature in UK history lessons and will probably be
examined in whatever we then call GCSEs and A Levels.

E

xplain the background, outcome and
implications of the UK’s decision to hold
a referendum on whether to stay or
leave the European Union”. It really does
feel that we are living through one of those
periods of our own history which will be seen as
a major turning point by future generations.
In the immediate aftermath, we found
ourselves in a vacuum. The outcome was
unexpected by the markets, by the pollsters
and, apparently, by many of the campaigners
on both sides. Resignations from both the
party in Government and the Opposition
added to the uncertainty. It appeared that we
were in danger as a nation of being rudderless
until the early autumn. The term constitutional
crisis did not feel like an understatement
at that point, with a real risk that political
uncertainty would spill over into the economy,
causing business to freeze and households to
draw in their purse strings.

The immediate political crisis was overcome
when developments in the Conservative
leadership election meant it was possible
to move forward swiftly, with a fresh
administration committed to delivering
both on the electorate’s decision to leave
the EU and on the wider business of the
government’s agenda.
This was very welcome – bringing clear
direction and leadership, reducing some of the
uncertainty, and filling the vacuum. But in our
24-hour news world, where every development
is chewed over endlessly, uncertainty is likely
to remain a feature for some time. Questions
understandably abound. When will the
government trigger the Article 50 process and
start the two-year clock ticking to the date
of our departure from the EU? What will the
regime or regimes that will replace our current
trading relationships with the EU and the
regulatory environment look like?

Article

50
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Just now it is easy to ask questions and
impossible to supply answers as we are in
uncharted territory. Nevertheless, whichever
side of the Brexit debate we were on, it is crucial
now that we work together to deliver the best
possible outcome for the UK’s competitiveness,
economy and consumers. There will be
opportunities in leaving the EU. Once we have
left we should ensure that these are realised.
In the febrile and highly politicised
environment of this summer, it has felt as if
every piece of new economic data has been
seized upon and magnified in importance,
often without regard to whether the
period covered by the data was before the
Referendum outcome was known, spanned it
or fell into the period immediately afterwards.
The summer housing market is often
idiosyncratic anyway. Anecdotal feedback
from BSA members is that it is business as
usual in the mortgage market, which has held
up well so far. However, it will realistically be
mid to late autumn before we start seeing a
reliable indication of trends in house building,
transaction levels and house prices. The same
will be true for many other parts of the
economy – employment statistics, retail sales,
manufacturing, imports and exports.

“It will realistically be mid to late
autumn before we start seeing
a reliable indication of trends
in house building, transaction
levels and house prices.”
The truth is that we won’t know the full
economic impact of the decision to leave the
EU for ten or twenty years. If, indeed, we are
ever able to measure it with any certainty.
There will be an endless debate about the
impact on future business investment in the
UK. Where will the next major engine plant
be built? Where will the next global research
centre be based? Will the City of London
remain the World’s leading financial centre?
In short, will our country be a more or less
attractive environment for business?
The next few years will bring significant
change in our international relationships.
Given the importance of financial services to
the whole of the UK economy, having access
to European markets will continue to be a
factor in the UK’s long term economic health.
Regulatory certainty and stability during the
exit and transition period is also important.
The negotiations will be inevitably complex
and at times fraught; nuance and subtle
diplomacy will be the key to success.

4
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It would be a real lost opportunity if UK
domestic banks and building societies continue
to be automatically subject to all EU regulation
once we have left the EU. This is important in
particular for the many smaller players who
bring much needed competition and diversity
to the UK financial services market, and to the
benefit of consumers.
In common with others, we don’t advocate
any kind of bonfire of EU regulation during the
exit process. Once we have left there will be
a need for a sensible and rigorous review of
regulation that emanated from, or is currently
mediated by, the EU under the ‘single rulebook
for banking’. A UK regulatory landscape that
is more deeply proportionate and appropriate
will drive additional competition again to the
benefit of consumers.
And what for the housing market? Barring a
major fall in the UK’s population, which seems
unlikely, we will continue to struggle with
the massive imbalance between supply and
demand for homes, which continues to drive up
house prices to the detriment of the younger
generation in particular. The need for large
scale house building has not gone away, and
with it the development of the infrastructure
to support our growing population. Pressure on
skilled labour and building materials is apparent
and seems unlikely to improve any time soon.
Government support for self and custom
build homes as one component of meeting
this demand is welcome. Perhaps now is the
time for Government also to consider actively
encouraging major investment in building
capacity in ‘off-site’ home construction.
The last time that the private sector managed
to build 200,000 new homes in a year was back
in 1968. Without a major public sector building
programme it is hard to see how the supply
side can get back on track, balance supply and
demand, and make home ownership a realistic
prospect again for millions of younger people.
Whatever the prospects for long term business
investment, short term economic uncertainty
points to a need for state intervention and
support now – encouraging investment and
making direct investment itself to stimulate
confidence and maintain growth. What
better time then, for the Government to take
the direct action needed to deliver the one
million new homes that it made a manifesto
commitment to see built by 2020?

Next steps
Robin can be found Tweeting: @bsaceo. You
can also arrange to speak to him directly, by
calling the BSA press office on: 020 7520 5927.
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Money and Mental Health:
supporting people with mental health problems to
regulate their spending during periods of ill health
Every year, one in four people in the UK will experience a mental health
problem of some sort. People with mental health problems often have
specific needs that aren’t always met by financial service providers, even
though many customers are affected. This can lead to financial difficulties,
potentially aggravating mental health problems, creating a vicious cycle.

M

oney and Mental Health is a
new charity, set up by Martin
Lewis of Money Saving Expert, to
study the links between financial
difficulties and mental health problems, and
to develop policy solutions. Many mental
health problems fluctuate, meaning people
are often perfectly able to manage their
finances most of the time. However, during
periods of poor mental health they can be at
risk of financially damaging behaviour and
may need extra support.

Our approach is to empower people to
manage their money effectively. We want
to provide people with the tools to build
a protective financial environment when
they are well, so their finances don’t suffer
during periods of poor mental health. “Crisis
spending” is one of the most common
problems. In our first report, Money on Your
Mind, we revealed that 93% of people with
mental health problems who responded to
our survey said they spend more than usual
when unwell.
This spending can strip savings accounts
and leave lasting debts. Our research found
that the majority of this increased spending
is motivated by emotional or psychological
reasons, rather than material need. One
example is comfort spending, whereby
spending is used to try and alleviate feelings
of low mood. People with bipolar disorder
are particularly at risk of crisis spending, as
grandiose spending sprees are common during
manic phases.
In July we released In Control, a consultation
paper which lays out potential solutions to
the problem of crisis spending. Ideas we are
exploring that could be useful for building
societies include:
• Identifying changes in behaviour
Building societies routinely monitor
accounts for signs of financial crime, which
could be extended to identify changes in
customers’ behaviour. Rapid depletion of
savings or missed mortgage payments could
provide an early indication of problems.

By POLLY MACKENZIE,
CEO, Money &
Mental Health

• Acting on changes in behaviour
By acting quickly and with sensitivity, a
building society could support customers
to avoid the cycle of worsening money
and mental health problems, perhaps by
alerting the customer to the change in their
behaviour or restricting account access until
contact has been made with the customer,
in a similar way to fraud protection
• Trusted friend
A nominated “trusted friend” could help
people with mental health problems
to manage their finances; for example,
reviewing applications for credit or
withdrawals of savings. Many building
societies are already exploring this sort
of access for elderly customers who may
struggle with online banking.
We have seen demand for all of these
proposals amongst people with mental health
problems, and we suspect that they will be
popular with other groups of consumers too.
However, we need the expertise of responsible
financial institutions to make these ideas a
reality. Alongside building societies, banks and
regulators, we hope to build a financial sector
which better meets the needs of people with
mental health problems.

Next steps
In Control consultation:
www.moneyandmentalhealth.org/in-control/
More information:
contact@moneyandmentalhealth.org.

“The majority of crisis spending is
motivated by emotional or psychological
reasons, rather than material need.”
AUTUMN 2016
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An introduction to
the Housing special
With annual housing starts for April-June this year hitting 144,280 and
completions 139,000, the latest Government house building figures for
England published last month were encouraging. Over the same period in
2013 there were only 112,660 housing starts and 107,000 completions.
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That’s why we will be holding
roundtable discussions on
affordable housing and how MMC
could be used to alleviate this
problem at the upcoming political
party conferences – it needs a
wide range of different sectors
and experts sat around the
same table to properly highlight
where potential solutions to the
problem might be found.

Next steps:
You can also find Paul on Twitter:
@PBMortgageMan
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Expanding the use of self and
custom build housing so that
it plays a much larger part in
the supply of new housing is
something that the BSA has
long campaigned for. As Michael
Holmes, chair of the National
Custom and Self Build Association,
discusses on page 9, despite 53%
of adults stating that they’d like
to build their own home, ownercommissioned housing currently
makes up just 8% of new homes
in the UK. But he argues that
recent legislative changes could

We also have an article from
the charity Shelter on page 8
looking at the term “affordable
housing” and on page 12 Skipton
Building Society looks at whether
adjustments to lending and
affordability criteria on new-build
mortgages could actually help a
significant section of homebuyers.

When it comes to alleviating the
current housing crisis, there are
alternative means of construction
and supply out there. But they
need support and the opportunity
to grow.

House building in England: permenant dwellings completed, by tenure

1958

So what needs to change to make
sure we build sufficient housing
for the future? That’s part of the
reason behind the Housing special
in this issue of Society Matters.
We have a number of different
stakeholders, from manufacturers,
building societies and housing
charities, all sharing their ideas
about how house building can
be increased.

Modern Methods of Construction
(MMC) could also play a significant
part in increasing housing supply,
with better design and faster
manufacture resulting from the
new methods employed. The
developer Urban Splash has spent
the last 20 years using innovative
methods to breathe new life into
existing properties. On page 7 its
CEO Tom Bloxham talks about
the modular houses it is now
building using offsite construction
and the benefits this can bring to
households and communities.

1955

The graph below demonstrates
how rapidly the housing market
has changed over the last 70
years, with private house builders
failing to replace the gap left by
Local Authority house building.

And on page 10, The Ecology’s
CEO Paul Ellis argues that the
homes of the future should also
be adaptable and affordable to
own and run. They should also be
capable of being delivered in a
cost-effective way that does not
damage the long-run imperative
to protect our environment.

see more households build their
own home in the future, playing a
part in easing the housing crisis.

1952

As the BSA has long argued, the
ideal housing market is one that
allows easy access to the tenure
that best suits an individual’s
means. On that basis, in many
areas up and down the country,
our current housing market is
continuing to fail badly.

“The ideal housing market is one that
allows easy access to whatever tenure
best suits an individual’s means.”

1949

B

ut the sad fact is
that despite adding
an additional 30,000
properties to the annual
total for house building, we’re
still a long way from hitting the
250,000 properties a year it is
generally agreed we need to
satisfy demand.

1946

By PAUL BROADHEAD,
Head of Mortgage
Policy, Building
Societies Association
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Innovative regeneration
and a fresh perspective on
modern house building

By TOM BLOXHAM
MBE, Chairman and Cofounder, Urban Splash

Urban Splash’s HoUSe project creates beautifully bespoke – yet affordable – homes.
With the housing shortfall increasing, could their vision be a solution to the larger issue?

I

founded Urban Splash with Jonathan
Falkingham MBE, our creative director in
1993. In those two-decades we’ve worked
with world-class architects and designers
to restore old buildings and create new,
sustainable communities.
We have invested a billion pounds and have
won 370 awards for delivering challenging
regeneration projects, creating thousands of
new homes and jobs in over two million sq ft
of commercial space across the UK.

Our next big thing…
Now, we’re focusing on our big new idea that
will revolutionise the housing sector and bring
modular family housing to cities across the UK.
Our ambition is to make spacious, architectdesigned, new-build, family housing an option
for customers; we want to give them a radical
new alternative choice in housing by creating
a product that inspires those who loved
Grand Designs by putting the big decisions
in their hands.
We want to reignite the nation’s appetite for
new-build – something they’ve grown tired
of thanks to identikit red box building from
mass developers which offer limited choice
or flexibility…and so came about hoUSe …
Our modular, family housing concept has
introduced a simple buying process; customers
choose whether they want a 1,000 sq ft or

1,500 sq ft home, then determine the layout
(number of bedrooms, living space, etc.) as
they wish.

A unique construction process…
hoUSe is created in controlled, efficient
environments offsite using modular methods,
meaning there’s no cost variance. So no
matter which part of the country we build
in (we have hoUSes on site in Manchester
and North Shields with more planned in
Birmingham and Liverpool) the construction
cost remains the same.

“We’re focusing on our big new
idea that will revolutionise
the housing sector and bring
modular family housing to
cities across the UK.”
Buyer and influencer
endorsements…
We launched the first site at New Islington
earlier this year; it’s already completed and sold
out. We then launched our second site, Irwell
Riverside in Manchester, earlier in the summer;
all three-bedroom options have already sold
out, and hoUSe at Smith’s Dock in North
Shields will launch for sale later in the year.
There is evidently a demand for such houses.
We believe it’s a big step forward to helping
create more homes in the UK, efficiently,

quickly and at the right price. The former
Housing Minister Brandon Lewis MP visited
hoUSe while in post last year, and said:
“I want to see other new entrants follow
Urban Splash’s lead and break into the market.
That way we can ensure a thriving industry
that delivers the high-quality homes that
hard-working people rightly deserve.”
Other critics have offered similar feedback;
Wallpaper Magazine think hoUSe will: “make
conventional volume house-builders sit up and
take notice”. The Telegraph says: “the scheme
is the blueprint for a pioneering housing
concept” whilst Vox Urban called hoUSe at
New Islington: “the coolest development in
the coolest part of the coolest city in the
UK” and the MEN concluded: “it gives young
families more flexibility and choice for city
centre living that is not currently available.”
It’s a really exciting time for Urban Splash
and our hoUSe partners – architects shedkm
and SIG Building Systems – I look forward to
exploring just where we can take it next.

Next steps:
Find out more about hoUSe:
- hoUSe film: www.youtube.com/
watch?v=PaUq_iy0AHA
A short film made to coincide with Urban
Splash’s recent Housing Design Awards win:
www.youtube.com/watch?v=mb2WPFcFYkc

AUTUMN 2016

|

SOCIETY matters

7

SOCIETY matters

special
xxxx

“affordable housing?”
“Help to Buy?”
“schemes?”

“minimum wage?”

?

“Living Rent?”

“Affordable? Who for?”
Public attitudes to affordable homes
By PETE JEFFERYS,
Senior Policy
Officer, Shelter UK

Every time I hear the term “affordable housing” being used – whether in a
conversation with friends, family, Shelter clients or in a focus group – the
same comment is always made: “Yes, but affordable for who…?” Usually,
the phrase is accompanied by a rolling of the eyes, or a shaking of the head.

B

ut do the public share the same
concerns about affordable housing
as people who work in housing? In
particular, are they worrying about
the level of rents in social housing?
… I’d argue not. In a workshop recently,
someone described an “affordable home” as
being: “like the one they always find at the
end of Location, Location, Location”. They
meant that part of the show where the couple
gives up on what they really want, settle for a
compromise and therefore can just afford it.
Social housing wasn’t even remotely connected
to “affordable housing” in their mind.
Lots of other people I’ve heard in focus groups
have linked the phrase “affordable housing”
with what they call “schemes”. When asked
for more detail, they tend to mean shared
ownership or Help to Buy, rather than rented
housing schemes.
Most of the time, people are quite negative
– or at best in two minds – about these
“schemes”. Crucially though, this isn’t because
they disagree with what the scheme is trying
to do, but because often it doesn’t work for
them. Again this is vital for the housing sector
to bear in mind. People want any help they

8
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can get to rent or (preferably) buy a home –
but will get angry, very quickly if “schemes”
don’t work for them.

“Even schemes which require
lower levels of savings to
access are seen as impossible
for private renters who very
often can’t afford to save
more than £50 per month.”
The public don’t disagree with the intention
of a lot of the schemes out there, but they’re
mightily annoyed about the price tag. Even
schemes which require lower levels of savings
to access are seen as impossible for private
renters who very often can’t afford to save
more than £50 per month.
So, how should we respond to what people
really think about “affordable housing”? I’d
recommend two things for those who care
about affordable homes to do:
Use clear language which resonates.
What I think we need is a name for what
people want (low rents, secure contract,
route towards homeownership) which

resonates and is immediately clear. For
example I like the name “Living Rent”,
which to me clearly conveys a rent that
is low enough to allow working people
to live happily and start saving.
Be specific. Most people are only
really interested in whether housing
schemes will work for them. When you
say “affordable to the average family”,
they get annoyed. Who is this average
family and what do they earn? We
should say things like “Let’s build homes
that someone earning the minimum
wage can afford to rent”. Or, “let’s build
homes that two teachers with a joint
income of £50,000 can afford to buy”.
Ultimately I think we need to find a better
language to campaign on this issue. This must be
rooted how most people talk and think about
housing, rather than how we in the sector do.
The aim must be to find words and phrases
which both capture what we know is needed
and resonate. It might be hard but it’s essential.

Next steps
See Pete’s blog on the Shelter website:
blog.shelter.org.uk/author/pete-jefferys
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Is the future
Custom Build?

By MICHAEL HOLMES,
Chair of the National
Custom and Self Build
Association and Director
of Content at Centaur
Home Interest Media.

Michael Holmes, Chair of the National Custom and Self
Build Association (NaCSBA), believes the Financial Services
sector could play a major role in easing the housing crisis.

T

he Mortgage Advice
Bureau, Shelter, the RIBA
and the BSA are just a
few of the institutions
that have recently highlighted
the potential of the custom and
self build sector to increase the
UK’s house building capacity. If
commissioning a new home were
a mainstream housing choice
alongside rental and purchase, as it
is in so many developed countries
where it makes up on average
30-40% of new homes, it would
increase supply, extend housing
choice and improve affordability,
sustainability and diversity.
Owner-commissioned housing
currently makes up just 8%
of new homes in the UK. This
anomaly is not the result of any
shortage in demand: A recent
BSA survey found that 53% of
adults would like to build their
own home at some stage in life,
and successive Ipsos Mori surveys
conducted over the last three
years found over one million UK
adults plan to build a home in
the next twelve months.
So why has the sector
not evolved in the UK
as it has abroad, after
all, until the late 19th

century almost all housing was
commissioned by its owners, giving
rise to the very character and
individuality that we now value so
highly. The answer, as concluded
by NaCSBA and multiple academic
research papers, is the twin barrier
of land and finance.

“Until the late 19th
century almost
all housing was
commissioned by its
owners, giving rise to
the very character and
individuality that we
now value so highly.”
This is all set to change with
the introduction of the ‘Right
to Build’. Part of the Housing
and Planning Act 2016, this
new legislation will, for the first
time, require local authorities in
England to assess the demand for
custom and self build housing in
their area by keeping a register,
and to provide sufficient
building plots to meet
that demand every
year as part of their
housing and planning
responsibilities.

The UK need not look far for an
example of what the ‘Right to Build’
could deliver, The Netherlands,
with just 25% of the UK populous,
has more than doubled the size
of the sector to 15,000 homes
per annum in just seven years.
Relatively, the Government’s
ambition to double the sector
in England to 20,000 homes per
year by 2020 looks achievable,
particularly given that much of
this will come from custom build
housing developments on larger
housing sites as is now starting
to happen. NaCSBA believes the
sector could deliver 40-50,000
new homes per year. However, it
is vital that the mortgage market
plays its role in meeting demand
from new borrowers.
There are challenges here too,
principally the perception
that lending to the sector
is risky. Yet a
recent analysis
of the claims
history of
MIG policies
on 15,000

stage payment mortgages over 15
years, found the claims incidence
to be less than half that of
conventional lending. NaCSBA has
also found from its international
work in the USA, Australia and
Europe that risk can be addressed
by custom build-focused mortgage
products which favour builderled projects and where build out
and builder insolvency cover
are standard elements of any
mortgage product.
TV shows like Grand Designs have
done a great deal to spread what
is now a popular dream, but the
jeopardy and drama carefully
engendered for the cameras has
done nothing for the perception
that the process is a high-risk
venture. The facts show this is
quite wrong, but who would want
to watch a TV show about an
average home, completed on
time and on budget!

Next steps
Follow Michael on Twitter:
@holmesmike
Or for more information:
www.righttobuildportal.org

AUTUMN 2016

|

SOCIETY matters

9

SOCIETY matters

special

Tomorrow’s homes, today
By PAUL ELLIS,
CEO, Ecology
Building Society

As a small, crowded post-industrial country we face
the challenge of a legacy housing stock which performs
poorly in energy use terms by European standards and
is not well adapted to the changing demands of Society.

W

e face a national shortage of
homes and an insufficient
spread of property types
and sizes, while our housing
represents 27% of our CO2 emissions. Much has
been done to try and address these issues – but
much more needs to be done. We need to take
a much more strategic approach to housing
supply to ensure refurbishment, replacement
and expansion of the housing stock.
For the Ecology, that suggests that we need
to take a triple-bottom line approach to our
housing – the homes of the future should be
adaptable and affordable to own and run, and
capable of being delivered in a cost-effective
way that does not damage the long-run
imperative to protect our environment.
To achieve this requires good design, attention
to spatial planning, enhanced regulations that
are enforced, improved building systems and
better training for building professionals.
So our future homes will first and foremost
be highly energy efficient with a low primary
energy demand. That will in large part be
achieved by wider utilisation of off-site
construction and engineered materials in order
to achieve a high standard of airtightness. Their
design will be informed by the techniques
that have already been developed to meet
the Passivhaus methodology that is already
commonly adopted in Germany and Austria.

10
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There are now a growing number of examples in
the UK which exhibit super-insulation allied to
orientation to maximise solar internal thermal
mass, high performance window technology,
mechanical heat recovery and ventilation gain
and minimal space heating requirements.
Building in this way brings a number of
benefits – it will not only result in lower energy
bills and increased affordability, it will also
mean easier and cost-effective maintenance,
thus reducing lifetime costs, while allowing
for a much higher degree of recycling and
reuse when properties have to be dismantled
at end-of-life. At the same time modular
construction will ensure that the lifetime of our
properties can be extended by creating “homes
for life” – enabling our homes to grow and
shrink around us as we go through the various
stages of modern day life, or change to meet
the needs of different owners. Beyond energy
efficiency, our future homes will also be largely
autonomous as energy needs will be met by
micro-renewables backed by battery storage.
We need to align our building standards to
emerging methodologies such as Passivhaus.
But we also need to provide for better
inspection of properties under construction,
step up our game in training for the building
skills needed to implement energy efficiency,
and allocate more resource to post-occupancy
monitoring to eliminate the evident
performance gaps between design expectations

“Building in this way will result in
lower energy bills and increased
affordability as well as reduced
lifetime costs through easier and
cost-effective maintenance.”
and the delivered units that have been
observed. At the same time better statutory
guidance on new developments will result in
more sustainable communities, with homes
being built near good public transport and open
spaces to create welcoming neighbourhoods.
None of that touches on tenure. Affordability in
perpetuity will be achieved by improving access
to high-quality housing through community
land trusts, mutual home ownership shares and
property values aligned to local incomes as is
currently being developed in Tower Hamlets
in London to remove properties permanently
from speculation.
Individuals, enterprises, community groups,
manufacturers and developers across the UK
are working now towards our future homes
– we will get there faster with an enabling
political and legislative framework.

Next steps
For more information please visit:
www.ecology.co.uk
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The town of the future?
A view of Northstowe Town

Northstowe is a new town development on the edge of Cambridge, to be
delivered using the Direct Delivery Model, aiming to deliver the necessary
infrastructure and housing at a pace that would not be possible by the
private sector working alone. Stephen Mitcham, CEO of the Cambridge
Building Society explains a little more about this bold development.

I

n 2011 I was asked by our
local paper to share my views
on what needed to happen to
make property more affordable
in Cambridge and the surrounding
area. I think there was undoubtedly
a clue to my proposed solution in
the headline, “Why it’s vital more
homes are built in Cambridgeshire”.
My opinion was and still is that in
Cambridge and through the M11
corridor, the only substantive way
we can reduce house prices is by
building more houses, bringing
supply closer to demand.
On reflection it is clear that
in Cambridge my blindingly
obvious suggestion was already
embedded in planners’ minds;
everywhere I look I see housing
developments being launched.
Of particular interest to those
of us who have seen traffic
congestion growing ever worse
as Cambridge continues to thrive
will be the launch of a major
new town, Northstowe, on the
edge of the city.
Northstowe has been in the
planning for many years and there
is genuine hope resting on the
development to not only provide
much needed new homes, but to
do so in an integrated manner.
The design brief and indeed the
sites promotional website does
not hold back in its ambition.
“Northstowe will be a sustainable
new development that is richly
steeped in local history, giving it
an identity that is entirely unique
and one that promotes health
and wellbeing.
“It has been designed with fully
integrated transport choices
in mind offering sustainable

By STEPHEN
MITCHAM, CEO,
Cambridge Building
Society

options… Getting to, from and
around Northstowe will be simple
and easy. It is already connected
to the Cambridgeshire Guided
Busway, which has integrated
cycle routes providing quick
connections to the major towns of
Cambridgeshire. The A14 upgrades
will also be completed by 2020
connecting the town directly into
the main UK road network…..”
Northstowe is a pilot programme
located on a government-owned
former RAF base, which will see
the Homes and Communities
Agency leading development of
10,000 homes. This will be the
first time in a generation that the
government has owned land, led
a development on it at this scale,
and commissioned homes directly
for sale. The intention being that
this approach will fast-track
the development by providing
certainty and making new
homes available more quickly.
The government will make an
upfront investment but expects
later costs to be met through
the sale of land and homes. The
government will also evaluate
the feasibility and economic
impact of rolling out this model
on a wider scale, to support and
accelerate housing supply.
Too often in Cambridgeshire
new housing developments are
launched with much marketing
hyperbole about sustainability
and integrated transport,
whilst the reality has been that
the supporting transport and
community infrastructure has
simply not been completed.
The Northstowe developers have
an opportunity to produce a new
community that people will want
to live in, whilst being a blueprint
for future developments. With

the first families forecast to move
into their new homes in 2017 we
are close to seeing if ambitions
are matched by reality.

There rests the subject matter for
a future discussion!

Will the houses be affordable for
someone on an average wage?

Northstowe website:
www.northstowe.com

Next steps:
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How can lending evolve
to meet the challenges
of the housing market?
By PAUL DARWIN,
Director of Intermediary
Relationships, Skipton
Building Society

Mortgage repayments are a common barrier to getting on the
housing ladder. Could adjustments to lending and affordability criteria
on new-build mortgages help a significant section of homebuyers?

T

he industry has moved on from
merely using gross income multiples
as a yardstick to determine how
much could be borrowed. From
macro to micro level, affordability is now
assessed on the basis of individual income
and outgoings.
Take two potential borrowers earning the
same basic gross pay: A lender will assess
their affordability in exactly the same way.
However, if one borrower has sizeable existing
regular financial commitments, these
will also be taken into account
when assessing affordability.
The likely outcome might be
a reduced loan offer for the
borrower with such regular
outgoings.

factors holding potential FTBs back are
amassing a sufficient deposit and affording
the mortgage repayments.
It has also been reported that across the UK,
it is now more expensive to rent than service
a mortgage on an equivalent property.
Whilst lenders’ current affordability models
are generally simple to use and provide a
good guide, they don’t recognise the benefits
of owning a modern, well-insulated and low
maintenance home.

The underlying methodology
suggests that borrowers
with no outgoings could
effectively borrow more
than those with outgoings.
However, there does seem
to be a fundamental flaw
in most lender affordability
calculators…

-££

££

-£££

-££££

Because new build houses are energy efficient,
owners will have lower heating and running
costs compared to those buying older homes,
so why isn’t this being reflected in affordability
calculations? We know that two of the main

|

Whilst political interest
in new-builds is firmly on
the agenda, in 2016 we
are set to achieve around
185,000 new homes – well
short of the 250,000 target
necessary to meet the
housing shortfall.

£

Unfortunately, neither of these
drivers are currently reflected in lenders’
affordability calculations. There are several
consequences in my opinion:
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We have seen an estimated reduction of
over two million FTBs since the
credit crunch, so enabling more
FTBs to meet affordability
requirements to get a foot
on the housing ladder
must be a good thing.

ENERGY
EFFICIENCY

In a survey Skipton carried
out this year 54% of UK
borrowers bought newbuilds because of:
1. Reduced heating bills
through better thermal
efficiency
2. Lower maintenance costs
through builder and
appliance guarantees

12

Maintenance costs of an older home can
be up to 50% higher than a new-build and
are less energy efficient, with new-builds
saving on average 25% annually on energy
bills compared with a poorly insulated older
equivalent property. With such expenses
coming directly from a homeowner’s net
income, isn’t it time lenders took these
costs into consideration when working
out affordability?
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If lenders could factor
new-builds into their
affordability models,
it could mean larger,
affordable loans being
granted for new-build
borrowers.

£££

LENDING

££££

“Because new build houses
are energy efficient, owners
will have lower heating and
running costs compared to
those buying older homes, so
why isn’t this being reflected
in affordability calculations?”

If we are serious about
delivering a million new
homes by 2020 we need to
revisit lending criteria and
affordability for new-build
borrowers, who could benefit
from reduced outgoings.
This would be a step in the right direction
and could see lending evolve to meet the
challenges of the housing market.

Next steps:
For more information on this topic, please
contact: James.OSullivan@bsa.org.uk
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Progression within the Harpenden
Building Society: An interview with
new Chief Executive, Carl Astley
Carl Astley has been with the Harpenden
Building Society for over ten years and
became Chief Executive in February:
We find out what it takes to be a Chief
Executive in the Financial Services sector.
1. What would you
say are the most
notable attributes
of the Harpenden?
Mortgage intermediaries often
applaud our experience and
expertise in manual underwriting,
truly wanting to do business with
us. This is built on a reputation
for the highest levels of service
and being able to make complex
cases simple. Members and
customers talk glowingly about
our traditional values, the ease of
doing business with us and, most
importantly, our knowledgeable,
friendly and helpful staff.

2. What is the main
focus in your new
role, and what would
you like it to be?
My vision is to transform
the Harpenden into a truly
customer-centric organisation.
I am committed to ensuring
that we remain focussed on
providing outstanding service
to our members and customers,
continuing to develop the Society
into a leading local/regional
building society. Providing the
best support and development
opportunities for all our staff will
also be a key focus.

3. If you could go
back in time 10 years
and give yourself
one piece of advice,
what would it be?
Push yourself to get as much
diverse experience as possible.
Dive headlong into any
opportunities that come your way.

4. With a former
career as a rugby ace,
which skills transfer
well from the field to
financial services?
There are a lot of similarities
between sport, particularly team
sports, and business: Defining
the common objective and
leading a team to work together
towards that objective. Also,
understanding your own and
your competitors’ strengths and
weaknesses and leveraging that
information to enhance your
likelihood of success is equally
relevant in both arenas.

6. What do you hope
to achieve as CEO at
the Harpenden?
Under my leadership I want
the Society to continue its
development into a modern,
efficient and thriving financial
mutual, where every question,
idea and proposal starts with
the customer and how we
can improve their experiences
and outcomes.

“Building societies can focus on creating
long-term member value. We are not in it for
the short-term; we run businesses that have
stood the test of time and have a lasting and
sustainable future, with customers and members
positioned at the heart of our decision-making.”
commercial realism and customer
focus, and they contribute to
the high standards of customer
service across the sector.

7. What do you think
makes building
societies stand apart
from banks?

8. Key advice
for anyone with
aspirations of
becoming a nextgeneration financial
services CEO?

Building societies can focus on
creating long-term member value.
We are not in it for the shortterm; we run businesses that have
stood the test of time and have
a lasting and sustainable future,
with customers and members
positioned at the heart of our
decision-making. We attract
staff who relate to this blend of

Consider a role that allows
rotation across different
disciplines before deciding on
an area that you would like
to pursue in more detail. I
would also encourage gaining
understanding and experience
in different types of financial
institution to ensure that you
commit to the type of institution

that best fits with your personal
values. Finally, be prepared to
work hard.

9. Finally from us,
what is the proudest
moment of your
career to date?
It has to be my appointment as
CEO of the Harpenden. Having
emerged from an extremely
robust selection process and
been given the opportunity to
lead the Society is an honour
and a privilege.

Next steps:
See the latest progress from
Carl and his team at:
www.harpendenbs.co.uk
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There is another way…
By ANDREW GALL,
Chief Economist, BSA

A new book on building societies’ role reveals some important
insights for policymakers who are reshaping the financial
services industry in the wake of the global financial crisis.

T

he first building society in the UK
was established just under 250
years ago. The fact that the building
society sector has endured for so
long is testament to societies’ ability to adapt
to the changing needs of their borrowers and
saving members.

objectives and the incentives that the people
managing them face. When it works well,
it can deliver a long term focus on serving
members in a sustainable way.
This performance was not universal, however.
At some individual societies governance and risk
management had flaws that were revealed by
the financial crisis. However, in most cases the
sector was strong enough to support the weaker
societies, with fifteen mergers since 2008.

In particular, after the tumultuous period of
the late 1990s, when more than three quarters
of the sector demutualised and converted
into banks, the remaining mutual societies
re-focused on their members’ needs. This
renewed focus helped societies to maintain
their market share against competition from
large universal banks and specialist lenders.

These experiences highlight the importance
of allowing different approaches to providing
financial services to flourish alongside one
another. No single organisational structure
is superior at all times, and each depends on
being well managed, with appropriate oversight.
Getting the balance right can lead to keener
competition, and businesses that can respond in
different ways to system-wide shocks.

Analysis presented in the book shows that
since the turn of the millennium, through the
financial crash and last recession, building
societies have tended to have more stable
profits, taken less risk, are better capitalised,
and have equally efficient operations as their
bank competitors.

How this corporate diversity comes about is
ultimately a public policy choice. Looking at the
mortgage market, and the share of mortgages
provided by different corporate ownership
types, the biggest shifts in this aspect of
diversity stem from changes in legislation.
For example, the building societies were
allowed to operate an effective cartel until the
1980s, after which banks started competing.
Then, with new building society legislation,
demutualisations became feasible. The

And it is worth repeating that of the ten
building societies that demutualised from
1989-2000, none stand as an independent
entity following the financial crisis.
These general differences in performance
can be linked back to building societies’
ownership structure, which affects their

Corporate diversity index for the UK mortgage market
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conversion of Abbey National to a bank in 1989
served to increase the diversity of ownership, as
shown in the chart. However, the subsequent
demutualisations in the late 1990s meant that
after 2000 the market was just as lacking in
diversity of ownership as the late 1970s, but
with the dominance flipped to shareholder
owned banks rather than building societies.
Today, in most countries the same large,
shareholder owned banks dominate banking
markets as they did before the crisis. Generally,
the new regulations have been designed
first and foremost for large banks. As these
regulations are implemented and bed down
policymakers have a valuable opportunity
to assess how well the reforms are affecting
different types of businesses.
The book shows the important role that
building societies, as one alternative to the
dominant shareholder-owned banks, can
play in providing financial services. Member
ownership gives them different incentives,
which have helped them adapt to the changing
needs of consumers for centuries, and public
policy should seek to enable rather than hinder
this happening in decades ahead.

Next steps
Building societies in the financial services
industry is available on Amazon or
www.springer.com/gb/shop
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Different country, same issues
It’s understandable that many businesses believe their market is defined
primarily by the geographic area they serve. What’s more, many believe
their region to be unique because of its economy, the way it’s regulated
and the lifestyle of its consumers… but that is rarely the case…

By SARAH HOWE,
Chief Customer Officer,
Saffron Building Society


















T

here are quite often more similarities
between markets than we may
initially realise. There is also plenty
that we can learn from other
businesses, especially if they are based in
different countries and economies that may,
on the face of it, be quite different culturally
but are nonetheless addressing the same
business issues.
This was certainly what I discovered firsthand whilst on a recent trip to Boston, USA,
which was organised by the Building Societies
Association. The country is obviously far larger
than the UK and there are many more mutual
financial institutions (there are 137 mutuals
in Massachusetts alone), but the issues they
are addressing are very similar to those we
are pondering here in the UK.
Take, for example, the use of social media
to attract new customers to a brand. Social
media has the potential to revolutionise the
way in which we engage and excite customers
about our brands, but the challenge faced by
organisations on both sides of the pond are
exactly the same:
• How to attract the talent to build and
manage an effective social media programme.
• Understanding what is most likely to engage
and hold the attention of existing and
prospective customers.

• Being able to deploy technology costeffectively and to maximum effect.
• Working out how to bring a brand to life
within local communities, especially for
those that consider financial services dull.
• Understanding how to engage with
customers about gritty issues such as
resolving financial difficulties.
• Understanding how to identify the skill
sets needed for the future, as products and
services change.
Debating these issues with senior executives
working for mutual organisations in Boston
was a real eye-opener and inspirational in
terms of seeing what can be done.

“There are quite often more
similarities between markets than
we may initially realise. There
is also plenty that we can learn
from other businesses, especially
if they are based in different
countries and economies.”
An excellent example of this was the
storytelling approach taken by Eastern Bank,
using real customers in a series of YouTube
videos entitled ‘Good things happen’. In the

videos the bank supports – and surprises
customers – with a series of good deeds that
demonstrate not only the caring nature of the
bank, but the types of real challenges facing
their customers on a daily basis.
Their stories have gone viral with 2.1 million
hits, exceeding every expectation set.
The video stories demonstrate the bank’s
commitment to and care for its customers
and local community. They also (and a US
regulator I spoke to picked up on this) create
effective engagement with customers going
through hard times, positioning the bank as
an organisation wanting to help its customers
avoid difficulties: A win-win all round from a
low-cost marketing solution.
When challenges are similar, it makes sense to
look to our sector in alternative geographies
for inspiration and ideas. We can extend this
to cover all synergies, and to further locations.
Never be constrained by your location:
Even if your customer base is local, global
ideas could well improve your service and
customer experience.

Next steps
For more information on international
engagement, please contact:
Sarah.Howe@saffronbs.co.uk

AUTUMN 2016

|

SOCIETY matters

15

SOCIETY matters

diary

Dates for your diary
Knowledge sharing and educational events
for building societies. Many of our events are
also open other financial service providers.
Audit and accounting seminar
5 October 2016, Leicester
This very popular annual seminar, in
conjunction with KPMG LLP, provides a
summary of recent changes and reminders
of key requirements and explains the
implications for building societies and their
auditors, with presentations from specialists
with extensive financial sector and building
society experience.

Lending into retirement
13 October 2016, London
While many older borrowers represent a
relatively safe credit risk, and most will opt
for low LTVs, the potential conduct risks
around lending into older age are arguably
more pressing.
This full day event will explore the key issues
in this area.

An introduction to
treasury management

Legal, regulatory and
constitutional

2 November 2016, London

29 November 2016, London

The objective of this course is to introduce
participants to treasury management. It
provides an overview of treasury operations
within financial services, more specifically
within building societies and within the
regulatory environment. Following this there
is an in-depth study of treasury operations,
focusing on liquidity, wholesale funding,
credit risk and financial risk.

This annual event deals with a range of key
topical legal and regulatory issues. It is timed
to provide an opportunity not only to review
the past year but also to horizon scan what
is likely to be important in 2017.

Treasury risk management
3 November 2016, London
The objective of this course is to provide
participants with an overview of the financial
and balance sheet risks a building society faces
as a consequence of being a mortgage lender
and how these risks are managed by the
treasury department.

Local and regional building
societies conference

BSA Annual Lunch

31 October – 1 November 2016, Cheshire

17 November 2016

After a long period of external scrutiny, intense
pressure and challenging market conditions,
our sector is now seeing the first shoots of
fresh growth and renewed vigour.
This conference is designed to stimulate
thought and discussion about priority
opportunities in our market today.

Join us at the Annual Lunch to celebrate our
sector’s achievements, to discuss matters
of interest with industry peers and to
network with key contacts from government,
regulators, industry bodies, the media and
other organisations that work closely with
and support the mutual sector.

Introduction for new NEDs
6 December 2016, London
This programme delivers an intensive
introduction for new directors to the business,
board and regulatory environments. It also
facilitates an exchange of ideas with industry
peers through interactive sessions and
informal networking.

Risk across the board
7 December 2016, London
Risk management is a fundamental
responsibility for regulated firms and
their senior management. This interactive
programme for NEDs concentrates on
key risk areas – prudential, retail conduct,
operational and reputational, with an
emphasis on prevention rather than cure.

Annual update for chairmen
and other NEDs
8 December 2016, London
This programme delivers an update for
chairmen and other NEDs on matters affecting
the sector and an exchange of views and ideas
on strategic issues.

Next steps
View more information on these events,
plus our full programme and booking
details: www.bsa.org.uk/diary
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