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1 Introduction and Purpose

1.1.1 This study was commissioned by Cherwell District Council and Oxford City
Council to prepare a Housing and Economic Needs Assessment (HENA) to inform
their individual Local Plans. This follows work originally intended to inform the
Oxfordshire Plan, which is no longer being prepared, although the Oxfordshire
Growth Needs Assessment (OGNA), was published in 2021.

1.1.2 This HENA is intended to provide an integrated evidence base to help identify
the appropriate level and distributions of housing and employment over the period to
2040. The core objectives of the Study are to:

¢ Refresh the methodology and the growth scenarios in the original OGNA to
update Oxfordshire's housing needs over the 20-year Local Plan period of
2020 to 2040

e To provide a detailed, up to date commentary (including the baseline position)
on Oxfordshire's housing and employment market, including demographic and
economic dynamics and any other key drivers of housing need and how this
may change in the period to 2040.

e To identify a range of credible and robust housing need scenarios for
Oxfordshire.

e To establish an informed understanding of affordable and specialist housing
needs in Oxfordshire.

e To provide an updated assessment of employment land needs.

e To advise on how Local Plans should respond to the uncertainty associated
with long-term planning for strategic housing and employment provision.

1.2 Context and nature of the Assessment

1.2.1 The Oxfordshire Plan was to be a joint statutory spatial plan which covers a 30-
year plan period from 2020 to 2050. As the individual Local Plans for Cherwell and
Oxford City cover a 20-year plan period, the HENA largely considers this period
between 2020 and 2040.

1.3  This report

1.3.1 The principal objectives of this housing and economic needs assessment report
(HENA) are to:

e Update housing and economic baselines and provide updated demographic
and policy reviews.

¢ Update, and remodel economic scenarios from the original report, including
accounting for new economic baselines and post pandemic working from
home patterns.
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Bring together the evidence to draw conclusions on the appropriate housing
need in Cherwell and Oxford City.

Update affordable housing needs including the consideration of the need for
different types of affordable housing including First Homes.

Update employment land needs and draw strategic conclusions on the need
for employment land in Cherwell and Oxford City.

1.3.2 The HENA is a single report providing overall growth need figures for housing
and employment. It profiles local housing market, demographic, economic and
commercial property market dynamics, all within the strategic policy environment.
These factors are then brought together to provide trajectories for future housing and
employment land needs, and resultant high-level implications for commuting and
affordability.

1.4

Report structure

1.4.1 The remainder of this report is structured as follows into 3 main sections.

Part A: and Markets Review

Oxfordshire’s current strategic policy environment
Demographic trends and review
Housing market review

Commercial market review and assessment of employment land requirements

Part B: Reviewing and Refreshing Oxfordshire’s Growth Scenarios

Reassessing the original Growth scenario specifications
Updating the scenario specifications for 2022
Consideration of commuting and homeworking

Housing market impacts

Distribution of housing need in the districts

Conclusions on overall housing need

Part C: Affordable and Specialist Housing Need, Mix and Tenure

Need for social and affordable housing

Newly forming households

Net need for social and affordable housing
Establishing the need for affordable home ownership
The cost of affordable home ownership

Housing mix and household composition

Targets of different sizes and properties by tenure
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o Characteristics of older person households
e Housing for need for older people and people with disabilities

e Build to rent, self-build and custom-build housing

Appendices
Appendix A: CE Economic Projections Methodology
Appendix B: CE 2022 Baseline Projection Update Overview

Appendix C: Understanding Affordability Implications
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2 Strategic Policy Review

2.1 Introduction

2.1.1 This chapter addresses some of the strategic policy influences on planning for
housing and economic development needs.

2.1.2 Government has set out national planning policies in the National Planning
Policy Framework (NPPF). The latest version of the NPPF was published in July 2021
and is relevant to the preparation of local plans as one of the ‘soundness’ tests,
against which the Plan in due course, will be assessed is one of the consistency with
policies in the Framework.?

2.1.3 The NPPF is clear that the purpose of the planning system is to contribute to the
achievement of sustainable development (Para 7) within which there are economic,
social and environmental components. It sets out a presumption in favour of
sustainable development which, for plan making, means that plans should promote a
sustainable pattern of development that seeks to: meet the development needs of
their areas; align growth and infrastructure; mitigate climate change (including by
making effective use of land in urban areas) and adapt to its effects. It outlines that
strategic policies should, as a minimum, provide for objectively assessed needs for
housing and other uses, as well as needs that cannot be met within neighbouring
areas, unless the application of policies that protect areas or assets of particular
importance provide a strong reason for restricting the scale, type or distribution of
development?; or the adverse impacts of doing so would significantly and
demonstrably outweigh the benefits, when assessed against the policies in the
Framework taken as a whole (Para 11).

2.1.4 The NPPF is clear that the planning system is intended to be ‘plan-led’ with
plans providing the basis for the determination of planning applications. It expects
plans to set out strategic policies which articulate the overall strategy for the pattern,
scale and quality of development, and make sufficient provision for housing,
employment and other forms of commercial development, infrastructure, community
facilities and the enhancement of the natural, built and historic environment.

2.1.5 This HENA report seeks to consider the need for housing and employment
development. In developing local plans, the Councils will draw this together with
consideration of wider sustainability issues including the need to conserve and
enhance the natural, built and historic environment, and ensure that new
development is supported by necessary infrastructure.

1 NPPF Paragraph 35.

2 Areas or assets of particular importance within this context in Oxfordshire include the Cotswolds Area of Outstanding
Natural Beauty, the Chilterns Area of Outstanding Natural Beauty, the North Wessex Downs Area of Outstanding
Natural Beauty, SSSI, SACs, local green space, Green Belt, areas at risk of flooding, irreplaceable habitats and

designated heritage assets including Oxfordshire’s only World Heritage Site at Blenheim Palace.
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Assessing Housing Needs

2.1.6 The 2021 NPPF sets out that to determine the minimum number of homes
needed, strategic policies should be informed by a local housing needs assessment,
conducted using the ‘Standard Method’ in national planning guidance — unless
exceptional circumstances justify an alternative approach which also reflects current
and future demographic trends and market signals (Para 60).

2.1.7 The ‘Standard Method’ was introduced by Government in 2018 and uses a
formulaic approach to calculate a minimum level of housing need. Government’s
Planning Practice Guidance sets out that housing need is an unconstrained
assessment of the number of homes needed in an area, and is the first step in the
process of deciding how many homes to be planned for. It should be assessed
separately from assessing land availability, establishing a housing requirement figure
(i.e. how many homes to plan for) and preparing policies to address this.? In this
context, this report considers unconstrained ‘housing need’ — it does not set a
housing target, but is an important input to doing so.

2.1.8 The Standard Method uses Government’s 2014-based Household Projections
to calculate the average annual household growth over the next 10 years, then
applies a percentage uplift to this based on the extent to which an area’s median
house price-to-earnings ratio is above 4 to calculate a minimum annual housing need
figure. A cap is applied to the affordability uplift in generating the minimum figure in
some circumstances to ensure the figures derived are deliverable. For some cities
and larger urban centres, a further uplift is now applied — but this does not affect
authorities in Oxfordshire. The methodology is considered in greater detail in Chapter
7.

Figure 2:1: Overview of the Standard Method for calculating local housing need

2.
Adjustment
based on
Affordability

3. Local
Housing
Need

1. Projected

Household
Growth

2.1.9 The Standard Method provides what the guidance states should be a minimum
starting point for calculating housing need. However, paragraph 60 in the NPPF and
the associated Planning Practice Guidance* indicate that use of the Standard Method
is not mandatory. Exceptional circumstances must be demonstrated to justify a
housing need figure lower than that identified using the Standard Method, and such
figures must be based on realistic assumptions on demographic growth and market

3 Planning Practice Guidance Para ID: 2a-001-20190220
4 Planning Practice Guidance Para ID 2a-015-20190220
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signals. The Planning Practice Guidance outlines that more recent household
projections (such as the 2016- and 2018-based projections) do not provide an
appropriate basis for use in the Standard Method.®

2.1.10 In contrast, the guidance notes that where planning authorities can show an
alternative approach, identifying a need higher than indicated by the Standard
Method, this can be considered sound if it adequately reflects current and future
demographic trends and market signals.

2.1.11 Specifically, Planning Practice Guidance in Para 2a-010° sets out that there
will be circumstances when it is appropriate to consider if housing need is higher than
the Standard Method indicates, stating that:

“The government is committed to ensuring that more homes are built and
supports ambitious authorities who want to plan for growth. The Standard Method
for assessing local housing need provides a minimum starting point in
determining the number of homes needed in an area. It does not attempt to
predict the impact that future government policies, changing economic
circumstances or other factors might have on demographic behaviour. Therefore,
there will be circumstances where it is appropriate to consider whether actual
housing need is higher than the Standard Method indicates.

This will need to be assessed prior to, and separate from, considering how much
of the overall need can be accommodated (and then translated into a housing
requirement figure for the strategic policies in the plan). Circumstances where
this may be appropriate include, but are not limited to situations where increases
in housing need are likely to exceed past trends because of:

e growth strategies for the area that are likely to be deliverable, for example
where funding is in place to promote and facilitate additional growth (e.g.
Housing Deals);

e strategic infrastructure improvements that are likely to drive an increase in
the homes needed locally; or

e an authority agreeing to take on unmet need from neighbouring
authorities, as set out in a statement of common ground.

There may, occasionally, also be situations where previous levels of housing
delivery in an area, or previous assessments of need (such as a recently
produced Strategic Housing Market Assessment) are significantly greater than
the outcome from the Standard Method. Authorities will need to take this into
account when considering whether it is appropriate to plan for a higher level of
need than the Standard Method suggests.”

2.1.12 Housing provision in the current round of local plans in Oxfordshire is based on
evidence showing that Oxfordshire’s economic dynamism and its economic growth
performance are particular drivers of housing need. Recent Local Plans in
Oxfordshire, including those in Oxford City and South Oxfordshire, which have

5 Planning Practice Guidance Para ID 2a-015-20190220
8 Planning Practice Guidance, Para ID: 2a-010-20190220
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assessed housing need as being above the Standard Method have been found to be
sound at independent examination.

2.1.13 The inter-relationship between economic growth potential and housing need
are recognised in the PPG through reference to changing economic circumstances;
whilst equally the NPPF emphasises in Para 82 that plans should set a clear
economic vision and strategy which positively and proactively encourages sustainable
economic growth. This HENA explores the inter-relationships between housing need
and economic performance.

2.2  Assessing economic development needs

2.2.1 The NPPF is clear that planning policies and decisions should help create the
conditions in which businesses can invest, expand and adapt; and that significant
weight should be placed on the need to support economic growth and productivity,
taking into account local business needs and wider opportunities for development
(Para 80). It is clear that this is particularly important where Britain can be a global
leader in driving innovation and in areas with high levels of productivity, which would
include Oxford and other parts of Oxfordshire.

2.2.2 Planning policies are expected to set out an economic vision and strategy which
positively and proactively encourages sustainable economic growth, having regard to
Local Industrial Strategies and other local policies; which identifies strategic sites for
local and inward investment; addresses barriers to investment and is sufficiently
flexible to accommodate needs not anticipated in the plan (Para 81).

2.2.3 Planning Practice Guidance outlines that assessments of employment land
needs may need to be undertaken on a cross-boundary basis where functional
economic market areas cross administrative boundaries, as the OGNA showed is the
case in Oxfordshire. This report however should be considered alongside local
employment land reviews which further consider local circumstances and
employment land supply.

2.3  Oxfordshire Local Industrial Strategy (LIS) and Local Investment
Plan (LIP)

2.3.1 The Oxfordshire Local Industrial Strategy (LIS) was agreed with Government
and published in September 2019, responding to the UK Industrial Strategy. The
NPPF states in Para 81 that plan-making should have regard to local industrial
strategies in setting out an economic vision and strategy for the area.

2.3.2 The LIS builds upon the significant business investment over recent years
through the Oxfordshire Local Enterprise Partnership. Over £600m worth of
government and European funds have been secured through Growth Deals, a City
Deal, European Structural Investment Funds and Infrastructure Funds — all part of an
overall investment programme in Oxfordshire worth £2.2bn.

2.3.3 The LIS sets out an ambitious economic strategy up to 2040 with the aim of
positioning Oxfordshire as one of the top three innovation ecosystems in the world
and as a leading science and technology cluster. The important economic sectors,
assets and growth opportunities identified in the strategy are spread across the whole
of Oxfordshire with the main towns forming important parts of the economy. These

Cambridge Econometrics 13



Oxfordshire Housing and Economic Needs Assessment — 2022

include motorsport technologies around Banbury, Bicester and Grove; life sciences
and creative industries around Milton Park and Didcot; and smart living technologies
at the Oxfordshire Cotswolds Garden Village.

2.3.4 The Oxfordshire LIS presents a long-term framework against which private and
public sector investment decisions can be assessed, grouped around the five
foundations of productivity:

e Places - Develop Oxfordshire as a living laboratory to help solve the UK’s
grand challenges

e Business environment - Become a powerhouse for commercialising
transformative technologies

¢ Infrastructure - Enable greater connectivity and accessibility especially across
key growth locations

¢ Ideas - Establish a globally connected innovation economy

o People - Develop a more responsive skill system creating better opportunities
for all

2.3.5 The Oxfordshire LIS will also partly inform future local authority-level industrial
strategies to facilitate a supportive business environment, help encourage enterprise
and continued economic prosperity.

2.3.6 Since the publication of the LIS and the 2021 OGNA, the Local Enterprise
Partnership has produced a Local Investment Plan that identifies a range of
investments in key sectors in Oxfordshire. These investments are quantified in terms
of likely employment and GVA impacts. This has been taken into account in this
report and provides a useful basis for an investment led growth plan.

2.4 Conclusions

2.4.1 There are important national and sub-regional policy influences which are
relevant in considering housing and economic development needs in Oxfordshire.

2.4.2 National policy sets out that the Standard Method set out in Planning Practice
Guidance is the starting point for considering housing needs.

2.4.3 Wider influences on considering the need for housing and employment land
include Oxfordshire’s economic dynamics and growth potential and the Local
Industrial Strategy that has been agreed with Government.
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3 Demographic Review

3.1 Reviewing Population Trends

3.1.1 The analysis in this chapter looks at key demographic trend data in Oxfordshire,
particularly focussing on past population growth and the components of population
change. This is used to consider the appropriateness of previous ONS demographic
projections for Oxfordshire, including the 2014-based population and household
projections which inform the standard method.

3.1.2 Initial 2021 Census data was published in June 2022 which provides an update
of the current population size and age structure in different areas. However, when
developing population projections, ONS uses its mid-year population estimates (MYE)
- the latest running to 2020.

Population

3.1.3 Table 3.1 below shows ONS estimates for the population by authority in 2020.
The population of Oxfordshire was estimated to be around 697,000 with a fairly even
split across different administrative areas.

% of population

Cherwell 151,846 21.8%
Oxford 151,584 21.8%
South Oxon 143,782 20.6%
VoWH 137,910 19.8%
West Oxon 111,758 16.0%

Oxfordshire 696,880 100.0%
Source: ONS MYE

3.1.4 The data above can be contrasted with more recent information from the 2021
Census in Table 3.2. The ONS released initial 2021 Census data on the size and
structure of the population in June 2022. The Census shows a higher population in
the County than previously estimated with the biggest differences being seen in
Cherwell and Oxford.

Estimated Population by Local Authority (2021) — Oxfordshire
Estimated population % of population

Cherwell 161,000 22.2%
Oxford 162,100 22.3%
South Oxon 149,100 20.6%
VoWH 138,900 19.2%
West Oxon 114,200 15.7%
Oxfordshire 725,300 100.0%

Source: 2021 Census

Table 3.2

3.1.5 Table 3.3 shows estimated population change between the 2011 and 2021
Census. Oxfordshire’s population is shown to have increased by around 11%, with
higher changes seen in Vale of White Horse and to a lesser extent Cherwell. Oxford
City saw the lowest population growth, at less than 7%.
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% Change

Cherwell 141,900 161,000
Oxford 151,900 162,100 10,200 6.7%
South Oxon 134,300 149,100 14,800 11.0%
VoWH 121,000 138,900 17,900 14.8%
West Oxon 104,800 114,200 9,400 9.0%

Oxfordshire 653,800 725,300 71,500 10.9%
Source: 2011 and 2021 Census

Estimated Population Size and Structure in 2021

3.1.6 Table 3.4 shows a comparison between the 2018-based subnational population
projections (SNPP), the latest official projections prepared by ONS, and the 2021
Census. Data has been taken from the SNPP as this allows an ONS figure for 2021
to be included — it should be noted that the SNPP figure will be based on ONS
estimates of trends up to mid-2018.

3.1.7 The Census shows stronger population growth and a higher population in 2021
than previous ONS projections across all Oxfordshire authorities, but particularly in
Cherwell, Oxford and South Oxfordshire. This illustrates the extent to which ONS’
previous estimates/projections have been inaccurate, but this does need to be
understood alongside the relative population growth in different areas shown in Table
3.3.

projections for 2021 — Oxfordshire
Census difference
from SNPP

Population estimates and

SNPP (2021) Census (2021)

Table 3.4 Comparing

Cherwell 151,700 161,000

Oxford 152,900 162,100 9,200

South Oxon 142,500 149,100 6,600

VoWH 138,800 138,900 100

West Oxon 110,700 114,200 3,500

Oxfordshire 696,500 725,300 28,800
Source: ONS

3.1.8 Table 3.5 shows a comparison between these sources of age structure
estimates in 2021. There are notable differences in the population across a range of
age groups, particularly those aged between 25-39.
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Table 3.5 Comparing age structure population estimates and projections for 2021 -
Oxfordshire
Census difference

SNPP (2021) Census (2021) from SNPP
37,100 38,000 900
41,900 41,000 -900
43,400 43,000 -400
41,800 45,000 3,200
48,500 47,900 -600
44,400 49,400 5,000
41,900 51,400 9,500
44,500 49,000 4,500
43,200 46,400 3,200
43,300 46,300 3,000
47,200 49,700 2,500
47,100 48,300 1,200
39,600 40,000 400
33,200 33,600 400
34,500 34,000 -500
26,800 25,800 -1,000
18,600 18,100 -500
19,400 18,300 -1,100
696500 725,300 28,800

Source: ONS

3.1.9 It is however ONS 2014-based demographic projections which are used in the
standard method and it is therefore also relevant to consider how the Census 2021
data contrasts to the population predicted in the ONS 2014-based SNPP.

3.1.10 Across Oxfordshire the data shows the Census population at a higher level
than was projected in the 2014-SNHP, and for a number of areas (Cherwell, South
Oxfordshire and Vale of White Horse) the differences are fairly sizable. In Oxford the
Census shows a lower population than was predicted in the 2014-based SNPP,
whereas West Oxfordshire is the only location where the difference between the
sources is modest (virtually no difference).

3.1.11 This data does suggest the 2014-SNPP no longer reflects a reasonable view
about demographic trends and an alternative projection based on demographic trends
could be developed. Arguably, West Oxfordshire is an exception to this, however
given the inter-connectedness of the authorities it is considered reasonable for any
analysis to be undertaken in a consistent manner.

Cambridge Econometrics 17



Oxfordshire Housing and Economic Needs Assessment — 2022

Table 3.6 Estimated Population by Local Authority (2021) — 2014-based projections
and 2021 Census

2014-based SNPP 2021 Census

Cherwell 151,700 161,000
Oxford 166,400 162,100 -4,300
South Oxon 142,000 149,100 7,100
VoWH 132,200 138,900 6,700
West Oxon 114,300 114,200 -100

Oxfordshire 706,600 725,300 18,700

Difference

Source: ONS

3.1.12 When looking at households, the two sources show fairly similar estimates for
2021 and arguably this would point to the 2014-SNHP as still having a degree of
validity. However, given the large differences in population it is clear the data points to
there having been some fundamental changes in household formation rates. In
addition, for individual authorities there are some notable differences between figures
from the two sources — in particular, the Census puts the number of households in
Oxford at nearly 7,000 fewer than had been projected in the 2014-SNHP. Overall, this
again suggests that the 2014-SNHP may not be the best source to use when looking
at housing need based on demographic trends.

Table 3.7 Estimated Households by Local Authority (2021) — 2014-based projections
and 2021 Census

2014-based SNHP 2021 Census

Cherwell 62,700 65,900
Oxford 62,100 55,200 -6,900
South Oxon 58,700 61,500 2,800
VoWH 55,200 57,500 2,300
West Oxon 47,900 48,000 100

Oxfordshire 286,500 288,100 1,600

Difference

Source: ONS

3.2 Students in the 2021 Census

3.2.1 One age group where the population was smaller than projected is the 20-24
age group which is one in which a high proportion of students would be expected to
be found. We have sought to consider the possibility that some students who would
normally be recorded as living in those local authorities were excluded from the
Census. The timing of the Census was also a relevant factor with data having been
collected during the pandemic — Census day (215 March 2021) was during a phased
exit from lockdown.

3.2.2 The specific concern is that students who would normally be recorded as
resident at their place of study were only recorded at their place of residence at the
time (often back at family home) and this has had an impact on the Census
estimates.

3.2.3 It can be seen that the number of people aged 20-24 was lower in the Census
than previous ONS estimates (see table 3.6) which could point to some students
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having been missed out. It should however also be noted that the 20-24 age group
does still show a spike in population (it is the largest 5-year age group), reflecting the
inclusion of students.

3.2.4 Overall, it is difficult to be certain if and the extent to which students may have
been missed by the Census from the information available at the current time. For the
purposes of analysis in this report, it has therefore been assumed that the Census is
as accurate as it reasonably can be — and taken forward as a base position for
analysis of current and future demographic trends.

Table 3.8 Comparing population estimates and projections for 2021 — Oxford

Q SNPP (2021) Census (2021) Census difference

from SNPP
0-4 7,600 7,100 -500
5-9 8,600 7,800 -800
10-14 8,900 8,600 -300
15-19 12,700 15,900 3,200
20-24 26,000 22,000 -4,000
25-29 15,100 15,400 300
30-34 9,000 13,300 4,300
35-39 8,800 11,000 2,200
40-44 8,100 9,600 1,500
45-49 7,100 8,800 1,700
50-54 7,600 8,800 1,200
55-59 7,600 8,200 600
60-64 6,300 6,400 100
65-69 5,200 5,200 0
70-74 5,000 4,900 -100
75-79 3,700 3,600 -100
80-84 2,600 2,600 0
85+ 3,000 2,800 -200
TOTAL 152,900 162,100 9,200
Source: ONS

3.2.5 The evidence indicates that there have been some notable changes in
demographic trends for most of the County since the 2014-based projections were
released and it is therefore reasonable to look at a revised projection which takes
account of recent trends.

3.3 Developing a Trend-based Population Projection in Oxfordshire

3.3.1 This section next moves on to develop trend-based population projections for
the five local authorities in Oxfordshire. A key driver of this is due to publication of
new (2021) Census data which has essentially reset estimates of population (size and
age structure) compared with previous mid-year population estimates (MYE) from
ONS.

Overview of Methodology

3.3.2 The start point of the projection was the population age and sex structure in
2021, based on Census data — this was slightly adjusted to take account of the fact
that the Census was carried out in March, while demographic data typically looks at
mid-year estimates.
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3.3.3 For births (fertility) the analysis drew on birth data up to 2020 and used this to
estimate a fertility rate in each local authority. This was projected forward on the basis
of projected changes within the most recent (2018-based) SNPP. It was considered
important to provide an up-to-date estimate of births as (at a national level and
locally) it is evident that fertility rates have been dropping and are currently some way
below where they were projected to be in the 2014-SNPP.

3.3.4 For deaths (mortality) a similar approach was taken (using data on actual
deaths up to 2020). As with the birth data it was considered important to look at up-to-
date death rates as mortality has generally been higher in the recent past than was
projected by the 2014-SNPP (i.e. a greater number of deaths than had been
projected). Combining birth and death data provides information on natural change,
which was projected to be lower than previously projected.

3.3.5 For migration two main analyses were undertaken to initially establish a base
trend-level of migration. Firstly, the projections looked at how ONS had recorded
migration in the past 5-years for which data is available (2015-20). The use of a 5-
year period is consistent with projections typically developed by ONS (although in
more recent releases they have also looked at different time periods, e.g. 10-year
trend). A five-year period is however consistent with the trend period used in the
2014-SNPP.

3.3.6 The second part of the analysis sought to use the Census data to look at the
extent to which migration over the decade to 2021 might have been higher or lower
than previously estimated. For example, if the Census showed a population of 50,000
people but previous estimates were only at 49,000, then the modelling assumes that
1,000 net migrants have been missed from population estimates — this would be 100
per annum which is used as an adjustment to the 5-year trend as recorded.

3.3.7 The two analyses of migration were used to estimate a base (starting point) for
migration (taken to be the 2021/22 year). Moving forward the analysis modelled that
migration might change as populations change. For example, as the population of an
area increases there will be more people who could be out-migrants.

3.4 Detailed Modelling Assumptions

Fertility

3.4.1 For fertility it is the case that underestimating population will mean that fertility
rates in the SNPP are too high (as ONS is essentially assuming a number of births to
fewer people). To make an adjustment, the number of births for 2021/22 in the SNPP
is used and then an estimate made of how many births the ONS rates would imply if
the population age structure for 2021 is replaced as the base against which births are
calculated.

3.4.2 There is however some more recent data about births from the 2020 MYE which
can be used to compare recorded births over the 2018-20 period with that projected
in the 2018-based SNPP.

3.4.3 The two adjustments are then multiplied to give a change to base fertility rates.
This results in a downward adjustment to fertility rates, reflecting the general trend
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(including up to 2020) for birth rates to be falling as well as adjustments made for
Census population estimates.

Mortality

3.4.4 The same issue arises with mortality, in that deaths recorded by MYE are
applied to a different population than is now shown. Generally, for mortality any
adjustments are far more minor than for fertility, this is because most deaths occur in
older age, and generally the MYE is fairly good at estimating the size of the older
person population (in part due to them being less likely to be migrants).

3.4.5 A similar adjustment to fertility is made to take account of death data to 2020
again by comparing projected deaths in the 2018-based SNPP to actual data for the
2018-20 period. Again, the two adjustments are multiplied to give a change to base
mortality rates.

3.4.6 Overall mortality is adjusted in an upward direction, as death rates have not
been improving at the rate previously projected (as well as adjustments made for
Census population estimates). So for instance deaths have been higher than was
projected in the ONS 2014-based SNPP.

Migration

3.4.7 When looking at migration our starting point is to consider how different
migration has been over the 2011-21 period than was previously estimated (and
projected) by ONS. Essentially the difference in population growth between the
2011 and 2021 Censuses is likely to be attributable to migration, as generally
births and deaths are likely to have been accurately recorded by ONS.

3.4.8 Analysis is slightly complicated by MYE data only being available to 2020 but
the Census having a clear data point of 2021. The MYE to 2020 has initially been
used and the incremental change in the SNPP for 2020-21 added on to get to a 2021
population estimate from the MYE/SNPP data series. This is then compared to the
Census data.

3.4.9 Table 3.7 shows the same figures for all authorities in the County. This clearly
shows in all areas that population figures shown by the Census are above previous
estimates/projections (albeit to a lesser extent in VoOWH). It should also be noted from
the table that the two 2011 figures are slightly different: this is due to one being a mid-
year figure and the other dated as of the Census (which was March). The main
difference is seen in Oxford, which looks to be due to ONS removing some people of
student-age between the two dates (presumably as students start to return home). To
provide a mid-year figure for 2021 based on the Census an adjustment to relate the
March 2021 Census position to mid-2021 position has been made based on
adjustments seen in 2011.
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Table 3.9 MYE and Census population estimates — Oxfordshire authorities

2011 2021 Change
Cherwell MYE/SNPP 142,252 152,682 10,430
Census 141,868 161,100 19,232
Oxford MYE/SNPP 150,245 150,919 674
Census 151,906 161,800 9,894
South Oxon MYE/SNPP 134,961 144,431 9,470
Census 134,257 149,300 15,043
VoWH MYE/SNPP 121,891 139,489 17,598
Census 120,988 138,900 17,912
West Oxon MYE/SNPP 105,442 112,029 6,587
Census 104,779 114,200 9,421
Oxfordshire MYE/SNPP 654,791 699,549 44,758
Census 653,798 725,300 71,502

Source: Derived from ONS data

3.4.10 It is not known if this difference in population growth (attributed to migration) is
due to an under-estimate of in-migration or an over-estimate of out-migration and in
reality it is likely to be a combination of the two. For the purposes of modelling it has
been assumed that the difference is split equally between these two components.

3.4.11 The projections developed are modelled on 5 year migration trends.
Information about migration estimates is shown in the table below with average
figures provided for 2015-20 (latest 5-years), 2013-18 (the 5-year period prior to the
last published SNPP) and 2009-14 (the 5-year period relevant to 2014-based
projections, as used in the Standard Method. These figures shown are all as
published by ONS (i.e. excluding any adjustments to take account of differences
between the MYE and Census).

3.4.12 The analysis shows net migration to be generally increasing, from an average
of around 2,000 people per annum in the 5-years to 2014, up to 2,400 for the 2013-18
period and then approaching 2,800 per annum over the last 5-years for which data is
available.

Table 3.10 Past trends in net migration — Oxfordshire
Oxfordshire

2009/10 2,512
2010/11 2,281
2011/12 616

2012/13 1,438
2013/14 3,318
2014/15 1,455
2015/16 2,057
2016/17 1,802
2017/18 3,529
2018/19 2,235
2019/20 4,135
Average (2009-14) 2,033
Average (2013-18) 2,432
Average (2015-20) 2,752

Source: ONS MYE
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3.4.13 Based on recalibrating population trends to take account of the 2021 Census
data, the starting point net migration is estimated to be around 5,400 people per
annum across Oxfordshire — this is roughly double the migration recorded by ONS
and is due to the Census showing a notably higher population in the County than had
previously been estimated.

Table 3.11 Base estimate of migration — Oxfordshire

In-migration Out-migration Net migration
Oxfordshire Average (2015-20) - - 2,752
Adjustment - - 2,674
Base position - - 5,426

Source: Derived from ONS data

3.4.14 1t is however not a simple process to just apply this for each year of the
projection as migration can vary over time. In- and out-migration need to be
considered separately.

In-migration

3.4.15 Levels of in-migration will to some extent vary depending on the size of the
population from which migrants will be drawn. If, for example, typically 10% of people
in Area A move to Area B in any given year then the size of the population in Area A
will impact on the actual numbers moving. If in year 1 there are 10,000 people in Area
A then 1,000 would be expected to move to Area B, but if in year 2 the population is
only 9,000 there would only be 900 movers.

3.4.16 The age structure will also have an influence on the number of moves as
typically older people are less likely to be migrant and so an ageing population might
see in-migration reduce over time, although an increasing population generally might
be expected to see migration increase.

3.4.17 For the purposes of the modelling we have considered the relationship
between the national population and the projected number of in-migrants. The latest
national projection is a 2020-based ONS publication.

3.4.18 Over time, population growth rates nationally are projected to fall (remaining
positive but at a reducing rate) and this is in part (in early years) due to reducing
levels of in-migration — although reductions in natural change have the greatest
impact over the longer term. It is considered with an increasing population that levels
of in-migration will increase over time but at a reducing rate. For the purposes of
modelling it has been assumed that future in-migration will broadly track the midpoint
between rates remaining in-line with national population change and the rates
estimated for the 10-year period to 2020.

Out-migration

3.4.19 With a growing population, out-migration would typically be expected to
increase over time. However, it is also noted that at a national level, out-migration in
the early years of the projection is projected to fall, whilst a changing age structure
(increasing older person population) will to some extent moderate any changes, as
older people are less likely to be migrant.
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3.4.20 Therefore, a consistent method to that used for in-migration has been applied
for out-migration, that is the estimated level of out-migration is set at the midpoint
between estimated past levels of out-migration and the level that would be expected if
the ratio between population growth and out-migration were maintained.

3.5 Projection Outputs

3.5.1 The above estimates of fertility, mortality and migration (including changes over
time) have been modelled to develop a projection for the period to 2032. The charts
below (Figure 3.1 to 3.3) show key components of population change and overall
population change. The projection is compared with that from the 2018-based SNPP,
that being the most recent projection released by ONS.

Figure 3.1: Past trends and projected natural change — Oxfordshire
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Figure 3.2: Past trends and projected net migration — Oxfordshire
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Figure 3.3: Past trends and projected population — Oxfordshire
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The Census evidence indicates that past population in Oxfordshire has been
under-estimated. An updated demographic projection has therefore been
developed. Relative to the latest ONS projections (2018-based), this updated
projection generally assumes higher death and lower birth rates but also higher
net migration to Oxfordshire over the previous 5 year period. The analysis below
sets out the results of this updated projection.

3.5.2 Table 3.12 shows estimated population growth across the County split into 3
broad age bands (which can generally be described as a) children, b) working-age
and c) pensionable age). This analysis shows population being projected to increase
by around 55,600 people — this is a 7.6% increase over the 10-year period. The
population aged 65 and over is projected to see the highest proportionate increase,
but in actual number terms the population aged 16-64 is also projected to see a
notable level of growth. The increases in in population can be compared with the
change shown by the Census (for 2011-21) of 10.9%.

Table 3.12 Projected change in population by broad age group (2022-32) — Oxfordshire

% change
Under 16 130,584 126,611 -3,972 -3.0%
16-64 468,117 491,462 23,346 5.0%
65+ 133,496 169,716 36,221 27.1%
TOTAL 732,196 787,790 55,594 7.6%

Source: Demographic projections

3.6 Household Projections

3.6.1 The final part of the projection is to convert population estimates into
households by discounting the communal population (to give a household population)
and then applying household representative rates (HRR). The first analysis is
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however to estimate the number of households as of 2021. Table 3.13 shows
household estimates from the Census and also dwelling counts from DLUHC live
tables. Modelling has been undertaken to provide estimated households in 2021
based on looking at the relationship between households and dwellings in 2011 and
applying a similar relationship to 2021 dwellings. The number of households is lower
than the number of dwellings as some households at any time are vacant to allow for
their repair/ renovations and for turnover of properties in a functioning market.

Table 3.13 Change in the number of households and dwellings (2011-21

Oxfordshire Households 258,800 288,100 29,300

Dwellings 269,400 305,100 35,700
Source: ONS (Census) and DLUHC (Table 125)

3.6.2 In projecting forward, data about household representative rates (HRRs) has
been drawn from the 2014-based subnational household projections (SNHP). HRRs
can be described in their most simple terms as the number of people who are
counted as heads of households (or in this case the more widely used Household
Reference Person (HRP)). The 2014-based figures are used as these underpin the
Standard Method and generally have attracted less criticism in terms of building in a
suppression of household formation than more recent projections.

3.6.3 Recent SNHP (since the 2014-based release) have come under some criticism.
This is largely as they are based on data in the 2001-11 Census period and project
forward trends in household formation in this period to 2021 — one in which housing
affordability deteriorated significantly — with age/sex-specific household formation
rates held constant thereafter. In Oxfordshire, this suppression is particularly evident
for the 25-34 age group where there was a notable drop in formation rates from 2001
to 2011, and ONS are projecting some continuation of this moving forward to 2021,
after which the (lower) rate is held broadly stable. These issues inform why the latest
household projections are not used in the standard method; and we agree that the
household formation rates in the 2014-based Household Projections are preferable
for planning purposes.

3.6.4 Data about the communal population has also been drawn from the 2014-
SNHP. For all areas, the 2014-HRRs have been adjusted to match the estimated
number of households shown above with future (projected) years using the same
incremental changes as in the base source.

The remodelled demographic projection used in this report therefore adopts
consistent assumptions on household formation to the 2014-based Household
Projections. The difference arises as the population inputs are different — the
population projection developed takes account of more recent migration trends as
well as Census data.

3.6.5 The analysis projects an increase of around 3,300 households per annum over
the 2022-32 period, as shown in Table 3.14.

Table 3.14 Projected change in households — remodelled projection
Households Households Change in Per annum

2022 2032 households
Oxfordshire 296,596 329,339 32,743 3,274

Source: Demographic projections
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4  Housing Market Review

Introduction

This section provides an analysis of housing market dynamics. It addresses both the
sales and private rental markets. It is prepared taking account of the latest data at the
time of writing but is prepared at a time of flux in housing market conditions and
market uncertainty. It provides an overview of housing costs and affordability issues
in Oxfordshire, using the latest data, which feed through to consideration of scenarios
for overall housing growth.

4.1 Sales Market

4.1.1 House prices have an important influence on the affordability of market housing
to buy. House price changes over time are influenced by inflation and the balance of
supply and demand in the market. The ability for house prices to grow is influenced
by what households can afford, which in turn is influenced by other factors such as
growth in earnings, taxation, interest rates and the availability of mortgage finance.

4.1.2 The long-term trend in house prices is shown below. House prices have grown
significantly, increasing in value by a factor of 2.6, influenced by a sustained under-

supply of homes. A stronger supply/demand imbalance is evident in the South East

region than is the case nationally and this has been borne out in Oxfordshire as well
looking over the 20 year period.

Figure 4.1: House Price Trends, 2002-22
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4.1.3 A major factor in house purchase decisions is access to mortgage finance. Prior
to the credit crunch in 2008, ready access to credit facilitated house purchases and
generally supported a strong period of housing demand. An increase in interest rates
in 2005 had an evident cooling affect on house prices.
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4.1.4 Mortgage availability was then much more restricted between 2008-14 as banks
tightened loan-to-value ratios and reviewed lending criteria. As can be seen below,
the 2008-14 period was characterised by negative or low house price inflation.

4.1.5 From 2013/14 access to mortgage finance then began to improve, supported by
the Bank of England’s Funding for Lending Scheme; whilst since 2013 the market has
also been supported by the Government’s Help-to-Buy scheme which has both
reduced risks to lenders and reduced deposit requirements for many First-time
Buyers.

Figure 4.2: House Price Growth, Oxfordshire and South East
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4.1.6 The graph above however shows that the more recent trend has been of some
divergence in price inflation in Oxfordshire, relative to the wider region. In
Oxfordshire, house prices have increased by 2.1% pa over the 5 year period since
2016. This is around a third lower than the price growth trend across the region
(3.3%) and below that nationally (3.7%). The recent growth in house prices is also
notably more modest than the long-term 20 year trend — indeed recent house price
growth in Oxfordshire has been less than half of this longer-term trend. This
correlates with stronger housing supply across the County.

4.1.7 The 2020-21 period saw stronger house price growth driven by the combined
effect of Covid resulting in a spike in demand as households re-evaluated their living
circumstances (with buyers particularly seeking greater indoor and external space),
combined with the temporary cuts to Stamp Duty (the ‘Stamp Duty Holiday’) the effect
of which was to reduce the transactional costs of moving, which in a high value
market such as this can be significant. But once again, house price inflation was
weaker in Oxfordshire than across the wider South East.
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Figure 4.3: Annual House Price Inflation relative to South East Region
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The evidence shows a positive correlation between a notable increase in
housing delivery over the last 5 years in Oxfordshire relative to many other
parts of the region and weaker house price growth, despite the county’s
relatively strong economic performance.

4.1.8 At a district level, the higher relative house prices are in Oxford and South
Oxfordshire; with Cherwell being the only authority in which prices are to any
significant degree below the South East average.

Figure 4.5: Median House Prices in Oxfordshire Districts, Year to March 2022
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4.1.9 The price premium associated with properties in the City comes out more
clearly if relative prices for different products are considered. Relative to the County
average, prices in Oxford are 24% higher for semi-detached properties, 35% higher
for flats, and 43% and 46% higher for terraced and detached properties. There is an
evident and notable price premium across property types. This reflects a combination
of the City’s economic strength (which influences both demand and earnings) and its
more limited supply (particularly for larger homes). Detached prices have seen the
strongest price growth through the pandemic.

Figure 4.6: Median House Price by Property Type, Year to March 2022
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4.1.10 Oxford and South Oxfordshire stand out as having seen notably stronger
recent house price growth.

Table 4.1: Annual House Price Growth
‘ 2 Yr Growth pa

5 Yr Growth pa 10 Year Growth pa

Cherwell ‘ £8,925 £5,000 £11,500
Oxford ‘ £17,500 £10,000 £18,000
South Oxfordshire ‘ £20,000 £11,000 £16,000
Vale of White Horse ‘ £10,000 £5,700 £12,000
West Oxfordshire ‘ £1,250 £5,500 £11,200
Oxfordshire | £11,000 £7,400 £12,700
South East ‘ £15,000 £10,610 £13,400

Source: Iceni analysis of HMLR/ONS Median House Prices (ONS Dataset 9)
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4.2 Sales Trends

4.2.1 Sales volumes over the past decade have been more modest than those pre-
2008 influenced by the low inflation environment (meaning that the value of debt has
not been reducing to the same extent in real terms as in previous decades); longer
mortgage terms; together with an ageing population who move less frequently with a
public policy focus on caring for older people in their own homes (resulting in fewer
moves). Added to this, increasing house prices have increased the transactional
costs of moving and since 2016 the 3% additional Stamp Duty applicable to
investment purchases (together with changes to mortgage interest rate relief) have
moderated investment purchases (such as from buy-to-let landlords). These
influences have particularly affected higher-value markets such as Oxfordshire.

4.2.2 Sales volumes benchmarked relative to trend prior to the 2008 recession are
shown below. Whilst there are clearly macro-economic influences on the trend year-
on-year (shown through the similarity between trends at an Oxfordshire to those at a
regional and national scale). The upturn in demand from 2013 resulting from
increased mortgage availability (and Help-to-Buy support) is evident; as well as the
cooling effect of Brexit-related uncertainty from 2016/17. The Covid induced burst of
activity in 2020/21 is also clear, with the evidence showing that there was a greater
positive uptick in sales seen in Oxfordshire than across the wider region.

Figure 4.7: Comparative Sales Trends
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4.2.3 The evidence indicates that it is the scale of new-build development in
Oxfordshire which has particularly supported stronger comparative sales over the
period since 2015 relative to wider geographies.

4.2.4 Typically around 10% of total sales are of new-build properties. The Help-to-Buy
scheme has helped this to rise to 11% nationally over the most recent 5 year period
(2017-22). Over the pre-2012 decade this held true in Oxfordshire as well; but more
recently new-build sales volumes have risen — to 12% of sales in the 2012-17 period
and to a notable 18% of sales over the five years to March 2022.
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Figure 4.8: New-Build Sales — Oxfordshire
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4.2.5 The stronger new-build development thus correlates to stronger overall sales in
Oxfordshire in relative terms; and to weaker house price growth relative to the region.

4.2.6 The District level evidence is relatively consistent outside of Oxford City, with a
higher proportion of new-build sales evident in each area in the most recent five year
period as local plans supporting higher growth have been put in place. The highest
proportion of new-build sales have been in Cherwell and Vale of White Horse.
Oxford’s lower new-build sales is influenced by its constrained land supply.

Table 4.2: % New-Build Sales — Oxfordshire Districts
2007-12 2012-17 2017-22

|
Cherwell ‘
Oxford ‘
South Oxfordshire ‘
|
|

Vale of White Horse

West Oxfordshire
Oxfordshire ‘

Source: Iceni analysis of ONS HPSSA Datasets 7&8

Affordability of Homes to Buy

4.2.7 The standard ‘planning measure’ of housing affordability is the house price-to-
workplace earnings ratio. The latest data, for 2021, points to median house prices of
11x earnings across Oxfordshire with the highest ratio being in Oxford (12.0) and
South Oxfordshire (13.1). The ratio in all Oxfordshire authorities is above the South
East average. These ratios have a direct bearing on housing need as they influence
the ‘affordability adjustment’ which is applied through the standard method.

Cambridge Econometrics 32



Oxfordshire Housing and Economic Needs Assessment — 2022

Table 4.3: Median Affordability Ratios (2003-2021

Increase
2003-2021
England 5.93 6.97 6.76 8.04 9.05 +3.12

South East 7.22 8.22 8.26 10.37 11.12 +3.90
Oxfordshire 7.85 9.1 8.61 10.44 11.08 +3.23
Cherwell 7.02 8.54 8.46 9.77 10.28 +3.26
Oxford 8.87 9.7 9.69 11.08 12.05 +3.18
South Oxon 7.86 9.71 10.49 12.37 13.07 +5.21
VoWH 7.55 8.35 7.5 9.87 9.96 +2.41
West Oxon 8.34 9.35 9.36 11.55 11.4 +3.06
Source: ONS Workplace-based Affordability Ratios, Iceni Projects

4.2.8 Nationwide’s House Price Earnings Ratio (HPER) is an alternative measure
which takes Nationwide’s data on first-time buyer house prices and compares this
with earnings for full-time workers. Their most recent report identifies Oxford as
having a ratio of 10.1 for 2021, which is the highest affordability ratio in the region;
with the ratio having increased from 9.2 the previous year. As the analysis below
shows, this is notably above levels in other Oxfordshire authorities; but the broad
trends over recent years have been of relative stability on this ratio.

Figure 4.9: Nationwide First-time Buyer Affordability Ratio
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4.2.9 However, if mortgage payments relative to take-home pay is considered, the
pandemic effect on house prices has clearly resulted in affordability for first-time
buyers being increasingly stretched.
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Figure 4.10: Mortgage payments for 15 Time Buyers as % of Mean Take-Home Pay
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4.3 Market Outlook

4.3.1 Even before the ‘mini budget’ of September 2022 the residential market
appeared to be cooling. Hometrack’s September 2022 publication describes a market
which was transitioning to a ‘buyers market’ with recent house price growth and rising
interest rates further pressurising affordability for first-time buyers.

4.3.2 Hometrack’s September report indicated that new-build sales appeared to be
holding up but with buyer interest weaker than a year previously and sellers beginning
to adjust to a more price-sensitive market. It predicted rising interest rates would
impact on buying power and refocusing the market more towards smaller properties
and cheaper areas — with Hometrack suggesting a particular impact on higher value
markets such as Oxfordshire.

4.3.3 Stamp Duty changes introduced by Government in September 20227 will have
some effect, particularly in Oxfordshire and the greater South East more widely where
the Stamp Duty costs of moving home are significant. Whilst this will support First-
time Buyers, these transactional costs could well be offset by the ongoing higher
costs of servicing mortgages driven by growing interest rates. Market expectations
are of rising interest rates as the Bank of England seeks to curb inflationary pressures
in the wider economy (driven by energy prices). The recent effects of the September
2022 ‘mini budget’ appear to have compounded with recent weeks seeing 2 year
fixed rate mortgage rates increase to over 6%. Some short-term impacts on the
housing market appear highly likely with higher interest rates expected to moderate
price growth.

4.3.4 Whilst these issues may have a short-term effect on the balance of supply and
demand for housing for sale, there remains a long-term structural imbalance between
supply and demand in the housing market nationally. It is important that plan-making

7 Increasing the threshold from which SDLT is payable from £125k to £250k, with a £425k threshold for First-time
Buyers; with discounted Stamp Duty costs for First-time Buyers purchasing properties of up to £625,000 in value (up
from £500Kk).
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activities take account of these long-term dynamics as they are looking 15-20 years
into the future.

4.4 Rental Market

4.4.1 The Private Rental Sector forms an important part of the housing market in
Oxfordshire. Median rental costs in Oxfordshire overall, as well as all local authorities,
within it are higher than both the South East and England averages. Cherwell sees
the lowest median rental costs overall with Oxford City the highest, following the
trends seen in the sales market. Prices in Oxford City are exceptionally high with
median rents for even one bedroom properties exceeding the overall median monthly
rent for the whole South East region.

Table 4.4. Median Rents, Oxfordshire Local Authorities (Year to March 2022)
Room ‘ Studio ‘ 1-bed 2-beds  3-beds  4-beds+

Cherwell £450 £650 £780
Oxford

South Oxfordshire
Vale of White Horse

Overall

West Oxfordshire

Oxfordshire

South East
Source: Iceni analysis of ONS Private Rental Market Statistics

4.4.2 Since 2019 median rents have increased by £100 in Oxfordshire (10%). This
growth rate is higher than that of the South East in that period (8.6%) albeit it is below
the England benchmark (14.4%).

Figure 4.11: Median Rental Costs (2014-2022)
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4.4.3 Rental costs appear to have grown more strongly in the Districts outside of
Oxford City (2%), with the highest growth in South Oxfordshire (17.6%). In Cherwell,
rents have increased by 11.4%.
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Figure 4.12: Median rental cost (all property types, 2019 and 2022)
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4.4.4 Finders® report a continuing chronic shortage of properties to let across
Oxfordshire and across all parts of the lettings market. This is consistent with the
position nationally. With multiple interested parties, properties are letting rapidly and
demand is such that Finders report properties being listed only for a matter of hours;
tenants offering on properties which are unseen or bidding higher rents to secure a
home. The chart below indicates the profile of applicant demand over recent years,
drawn from Finders’ website.

8 https://www.finders.co.uk/news/2022/10/a-busy-summer-with-continuing-demand/#more-9162
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Figure 4.13: Applicant Demand for Rental Properties in Oxfordshire
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4.4.5 Increased hybrid working is resulting in higher professional couples now
competing with small families for two- and three-bedroom properties. With rising
energy costs, tenants are increasingly seeking energy efficient properties and, as with
the sales market, the short-term outlook is of growing demand for smaller properties
in particular which are more affordable. Hometrack expect that as cost-of-living
pressures build in the short-term, renters will be looking to balance the combined
impact of rental and running costs as they make home-moving decisions; and
Hometrack expect this to support growing appeal for apartments and energy-efficient
homes.

4.4.6 In the short-term interest rates rises could restrict First-time Buyer numbers,
with households renting for longer and placing further demand pressure on the rental
market; albeit that affordability pressures could moderate the scope for further rental
growth.

4.4.7 Set against this is supply, which is traditionally difficult to quantify, and has been
affected by legislative changes affecting the attractiveness of Buy-to-let Investments.
With withdrawal of mortgage interest relief from 2016 together with higher Stamp Duty
costs for BTL purchases, the buy-to-let sector has become less attractive. The
upcoming Rental Reform Bill will improve the standards of homes but will also
increase costs further for landlords. These issues are impacting on the supply and
influence the trend in rental growth.

4.4.8 Hometrack expect limited prospect of significantly improved rental supply
(probably particularly for smaller landlords) in the short-term, with private landlords
continuing to sell off homes. Higher mortgage costs can be expected to compound
demand pressures within the PRS. Together the short-term prospects are therefore
for further rental growth.

4.4.9 Market conditions are clearly attractive for institutional investment in the sector
through Build-to-Rent development, particularly within Oxford City and the larger
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towns where there is a concentration of potential tenants. The dynamics of this
market, and that for CoLiving, are considered further in Section 8.

4.5 Local Letting Agents View

4.5.1 In the last 18 months the rental market has changed dramatically. This is
principally due to a lack of supply but also increased demand.

4.5.2 The lack of supply has come from higher house prices resulting in many smaller
(single home) landlords seeing it as a good time to sell up. On the rare occasions
some properties have come back on the market having failed to sell but overall there
has been a reduction in supply.

4.5.3 A number of agents note that tenants are staying in their homes for longer, thus
the turnover of rental properties is slowing. This was due to uncertainty in the jobs
market and rising house/rental costs making people less inclined to move.

4.5.4 Previously the average length of stay would be 18 months but it is now well in
excess of two years. One agent noted that only around 10% of tenants now live in a
home for less than 18 months.

4.5.5 Rising house prices have also meant that people are selling their home at what
they see as the peak and moving out before they find a new home of their own. As a
result, the short term letting market for family housing has boomed.

4.5.6 All the agents noted that rents have increased significantly. Landlords are
seeking the most money they can get for their property. This has resulted in bidding
for rental accommodation which was relatively uncommon in the City before now.
Examples of how this drives up the market include:

¢ A home that was advertised as £2,500 pcm is going for £3,000 pcm
e A 1-bed flat that was advertised at £850 pcm is going for £1025 pcm.

4.5.7 Such is the demand, new properties are regularly seeing 50-60 enquiries the
day they are advertised. They are also frequently let on the same day.

4.5.8 In relation to the built to rent market, the agents agreed that there will always be
demand for rental accommodation. Once agent suggested that co-living would work
with visiting academics and those on sabbatical at the University. Often these people
are working long hours on their research and just want a place to rest their heads.

4.5.9 Another agent noted that the teaching hospitals also provide a steady stream of
professionals looking for rental accommodation. They are contracted for reasonably
short terms and as a result may seek short term lets in a professional setting. The
hospitals in Oxford do have some accommodation of their own on site.

4.5.10 Demand for rental accommodation would likely to be from young professionals
and recent graduates. Younger people on a higher wages are still looking for
apartments or flats and in areas where there is good nightlife.

4.5.11 One agent noted a distinct lack of smaller studios and one-bedroom flats in the
region of £900 pcm. This would also feed into the narrative of an unmet demand for
co-living and other build to rent products.
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5 Office and R&D Market Review

Introduction

Sections 5 and 6 consider commercial property market dynamics. They address
dynamics in the office, lab/R&D, industrial and warehousing sectors based on
information at the time of writing in Autumn 2022. They provide an understanding of
commercial property market dynamics for office & research and development
floorspace (Use Classes E(g)(i) and E(g)(ii), which is set out in Section 5; and for
industrial floorspace (Use Classes E(g)(ii)), B2 and B8), as set out in Section 6, which
then feeds into the consideration of future employment land needs in Section 8 of the
report. The understanding of commercial market dynamics also informed the
consideration of economic growth scenarios in Section 7. Whilst the analysis focuses
on these commercial property sectors as this feeds into the employment land
forecasting in Section 8; the economic forecast scenarios considered in Section 7
also consider other types of employment including in education, retail, health and
other consumer-related services, beyond those typically associated with the B-class
sectors.

51 Office Stock

5.1.1 At the end of FY 2020/21, there was 1,121,000 sgm of office floorspace across
Oxfordshire accounting for 9% of the South East’s stock. The pie chart below breaks
this down by local authority area. Oxford accounts for a third of office floorspace in
the County and is the largest market. The stock in Cherwell is more modest (17%).

Figure 5:1: Office Floorspace (sq.m End FY 2020/21) by Local Authority
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Source: Iceni analysis of VOA data

5.1.2 CoStar suggests that Oxfordshire had 1.4 million sgm of office floorspace at the
end of FY 2020/21 which is 25% higher than the VOA data suggests. This difference
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is due to a number of reasons including that the definition of office space used by
CosStar differs to that used by the VOA (which for instance treats labs as “other”
floorspace) and the fact that data is collected in a different manner by each
organisation.

5.1.3 The VOA dataset indicates that the amount of floorspace remained relatively
constant between 2010/11 and 2017/18 before a sharp rise to a peak in 2019/20. In
2020/21 floorspace then dropped back, by c. 1.5%, to 2010/11 — 2017/18 levels.

Figure 5.2: Trends in Office Floorspace across Oxfordshire
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5.1.4 At a district level, office floorspace in Oxford and the Vale of White Horse has
grown over the last 10 years; whereas it has fallen in other authorities, similarly to
what can be seen across the South East and England as a whole. The trend over the
last decade has typically been ‘spaceless growth’ in office-based activities as space is
used more intensely (with hot-desking / agile working) and growth in home working.
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Figure 5.3: Indexed Office Floorspace Change, 2011-21
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5.1.5 The quality of office stock varies spatially. Oxford has the highest percentage of
good quality floorspace (3 star and above, based on CoStar ratings) at 85%, followed
by the Vale of White Horse (75%). In Cherwell, 60% is good quality.

Table 5.1: Office Floorspace by CoStar Grade

1 stockGrade

i T 2 [ 3 [ 1
Cherwell 2% 39% 59% 1%
Oxford 0% 15% 72% 13%
South Oxfordshire 2% 39% 57% 2%
Vale of White Horse 0% 24% 59% 16%
West Oxfordshire 2% 40% 56% 1%
Oxfordshire 1% 27% 63% 10%

Source: Iceni analysis of CoStar data

5.1.6 The table below shows the split of Oxfordshire’s office floorspace by age (built
or renovated — the later of the two). Overall, 62% of floorspace was built before the
year 2000. The highest percentages of floorspace built since the year 2000 are in
Oxford and Vale of White Horse (at 38% and 50% respectively) which reflects the fact
that these areas have concentrations of modern science and technology parks.

Table 5.2: Age of Office Floorspace

Pre 1940- 1980- 2000- 2010- 2020-
Cherwell 21% 21% 27% 22% 7% 2%
Oxford 20% 16% 26% 27% 11% 0%
South Oxfordshire 24% 8% 35% 25% 4% 3%

Vale of White Horse 5% 11% 34% 28% 15% 7%
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West Oxfordshire 13% 8% 55% 20% 4% 0%
Oxfordshire 16% 14% 32% 26% 10% 3%

Source: Iceni analysis of CoStar data

Overall, Oxfordshire’s office market is relatively large, with a third of stock
concentrated in Oxford. Office stock was growing pre-pandemic but this trend has
since been reversed. The quality of office stock in Oxfordshire is decent although
this varies between authorities. However, 62% of office floorspace was built before
the year 2000.

52 Office Market

5.2.1 Whilst many office markets were hit hard by Covid-19 and the changes to
working patterns induced by this, Oxfordshire’s market has faired better. Indeed,
Oxfordshire has been at the forefront of the fight against Covid-19 including in the
development of vaccines; and demand from the life sciences sector in particular has
significantly influenced sub-regional market dynamics.

5.2.2 The strength and growth potential of the life sciences sector is supporting
significant investment and development interest. VSL report aggregate office/lab take-
up of 384,700 sq.ft in 2021 which was 