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1

1.1

1.2

1.3

l nNntrodResiti denti al Mar ket Revi

This paper provides the background to the value assumptions made in appraising the residential

development typologies set out in the main report.

The purpose of this study is to test the emerging policy options (Preferred Options Local Plan)
and provide the evidence that will validate the Local Plan policies. This has regard to the
cumulative impact of policy costs (including the current CIL Charging Schedule) and other

development value and cost assumptions, including land value.

The structure of this residential market paper is as follows:

2) National and Regional

Market Overview
3) Existing Evidence Base
4) New Build Achieved

Values

5) Housing Value Zones

6) New Build Asking Prices

7) Residential Value

Assumptions

8) Build to Rent / Co-Living

9) Purpose -Built Student
Accommodation

OFFICI/

Provides a national and regional overview of the current

residential market.
Provides a review of the existing market evidence.

Provides an assessment of new build achieved values
across Birmingham, based on industry recognised
published data.

We set out our Housing Value Zones which will be used to
inform our value assumptions, including a review of

second-hand transactions.

Provides an assessment of asking prices for new build
properties within the Housing Value Zones identified,

based on published online data.

We set out our value assumptions for the range of house
types and tenures which will be tested in each of the

Housing Value Zones.

Based on our assessment of the rented market, we set out
our value assumptions for one- and two-bedroom flats
across Birmingham, as well as an assessment of Co-
Living.

Provides an overview of the Purpose-Built Student
Accommodation (PBSA) market in Birmingham. We also

set our value assumptions for PBSA.

0 Aspinall
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10) Older Persons Housing

11) AspinallVerdi Value

Assumptions

12) Affordable Housing

Transfer Values

OFFICI/

Provides an overview of the various types of older persons
housing, focusing on current developments to understand

values.

Provides a summary of our value assumptions to be using
in our viability testing (see main viability report of the

detailed appraisal assumptions and results).

Provides a review of existing market evidence to inform our

transfer values assumptions for S106 affordable housing.
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2 National and Regional Mar ket O

2.1 This section outlines the national and regional market, using the latest available data at the time

the report was written, including:

RICS UK Residential Market Survey

- Halifax House Price Index

Land Registry House Price Index

- Savills UK Housing Market Update

RICS UK Residential Market Survey, November 2023

2.2 RICS regularly publish a UK Residential Market Survey! providing an overall opinion of the
direction that the residential market is taking, along with commentary from surveyors across the
regions. This survey is a good early indicator of any house price movement, which is later

regarded through other indices.

2.3 The November 2023 publication was the latest available survey at the time of writing this report,

and it provided the following summary:

1 Demand and sales metrics are still in negative territory although slightly less so than
before

1 Near-term sales expectations point to activity remaining subdued over the coming
months

2.4 National house prices continue to fall, although the pace of decline appears to be levelling off
nationally, the new buyer enquiries series resulted in a net balance of -28% marking eighteen
consecutive months where the indicator was in negative territory. Although this is an improvement
onSept e miigare d B87% Buyer demand has been decreasing since the recent escalation
in mortgage interest rates. Regionally, the UK has displayed a firmly negative return for new

buyer enquiries over the last month.

2.5 Similar to the other deteriorating trends, a net balance of -25% of respondents reported a decline
in agreed sales in October. This does however indicate a slight improvement on previous months
with figures of -45% and -35%. It is reported that the sales expectations have turned increasingly
subdue, posting a net balance of -20% in October with sentiment suggesting there is unlikely to

be any significant turnaround throughout the remainder of 2023.

2.6 The new instructions net balance has slipped to -7% (in October). This indicated a further

deterioration in the flow of supply. Furthermore, contributors continued to report the number of

1 RICS UK Residential Market Survey July 2023
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market appraisals undertaken over the month to be below that seen in the comparable period
last year (net balance -51%).

2.7 The latest net balance for the headline house price metric declined to -53%, down from a reading
of -63% last month.

2.8 Looking into the near future, national price expectations are negative for up to 12 months. For

the year ahead, a net balance of -43% of contributors expect to see a further fall in house prices.

2.9 In the letting market, tenant demand saw a strong increase from August to October which was
evidenced by a net balance of +33% of respondents citing an increase. This is the most modest

reading for tenant demand series since Q2 2021.

2.10  However, landlord instructions declined once again, with the latest net balance falling to -18%.
As a result of the mismatch between rising demand and dwindling supply, a net balance of +53%
of respondents expect rental prices to increase over the next three months. This has eased up

slightly from the record high figure of +61% reported in the previous quarter.

Halifax House Price Index, November 2023

2.11 Halifax publish a monthly house price index with data covering the whole country. In terms of

house price growth, the November 2023 Halifax House Price Index? indicates that:

1  Average house prices rose by +1.1% in October, compared to a fall of -0.3% in September
1  Property prices dropped by -3.2% on an annual basis (vs -4.5% last month)
1  Typical UK home now costs £281,974, up around £3,000 on the previous month

1  South East England continues to see the largest annual decline in house prices.

2.12  The October 2023 Halifax House Price Index showed that house prices rose in October up +1.1%

breaking a previous consecutive run-on monthly falls over the last 6 months.

2.13 UK house prices rose to £281,974, an increase of almost £3,000 compared to previous months.
On an annual basis, prices are down -3.2%, though the decline was at a slower pace than we
saw in September (- 4.5%).

2.14  Additionally, Halifax reports that activity amongst first-time buyers is holding up relatively well,
with indications that the preference is towards smaller homes to offset borrowing costs. However,
the buy-to-let sector appears to be under some pressure due to elevated interest rates impacting
on |l andlordsé business model s.

2 Halifax UK House Price Index June 2023
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Land Registry House Price Index

2.15 Looking backwards, Figure 2.1 shows that England experienced strong house price growth
leading up to the 2007/8 financial crisis. Following the financial crisis average prices fell by around
19%. In the following few years, there was uncertainty in the economy leading to a slow and
unpredictable recovery in house prices. Since 2009 average prices have been steadily
increasing, at first driven by strong house price growth in London which then filtered out across

the regions.

2.16 A notable increase in house prices can be seen in the period between January 2020 and January
2023, this is evidenced across Detached, Semi-Detached and Terraced Houses, with flats
showing a less significant increase in values. The initial spike can be attributed to the temporary
Stamp Duty reduction in rates following the COVID-19 Pandemic. However, house prices have

continued to increase from the end of 2021 i 2023 despite the temporary relief ending.

2.17  As of June 2023, the average house price in the UK is £287,546, and the index stands
at 150.8. Property prices have risen by 0.7% compared to the previous month, and risen by
1.7% compared to the previous year. The latest available figures for average house prices across
Engl and per unit type, according to Land Registr
2023) are as follows for June 2023:

- Detached: £480,620

- Semi-detached: £294,636

- Terraced: £249,817

- Flats and Maisonettes: £251,375

y Aspinall
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2.18

Figure 2.2 above shows how the average prices in Birmingham have generally followed the
national trend. Again, leading up to the 2007/2008 financial crisis, house price inflation was
strong. Following the 2007/08 peak (£201,779), average prices fell by around 19%. At the end of
2020, all property types in Birmingham recovered to in excess of pre-recession levels with the
current average house price sitting at £283,657 which is a 40.58% increase in value. The growth
in prices for detached property is particularly strong. Since the 07/08 peak (£300,130), detached
houses have a current average value of £448,653 which is a 49.5% increase. The most significant
spike in value occurred in June 2022 which shows the contribution the pandemic has had on the

values of detached homes with the rise of remote working and the desire for more space.

Savills UK Housing Market Update, August 2023

2.19

2.20

2.21

2.22

2.23

Savills published their UK Housing Market Update in August 2023® which comments on the

current state of the residential housing market.

House prices have fallen by -0.2% in July, bringing annual falls to -3.8%, according to Nationwide.
The market update states that a continued downward trajectory is expected as high mortgage
rates suppress the market.

Savills also report that overall market activity has remained robust, as the number of completions
in June rose to c. 94,000, according to HMRC, though it is recognised that this may be due to a

rise in mortgage approvals earlier in the year which have since translated into completions.

It is reported that low numbers of mortgage approvals also indicate a reduced demand, and
continued high mortgage rates are suppressing activity. On the 3 of August, the Bank of England
raised the base rate by 0.25%. Oxford Economics expect the base rate to peak at 5.50% by the
end of 2023, as the Bank of England prioritises combating inflation. In terms of inflation, it fell to
7.9% in June, a decrease from 8.7% in May according to the ONS.

The Savills market update also highlights a significant shift, with the majority of surveyors
reporting an increase in housing supply for the first time since early 2022, while demand
continued to decline. This increase in supply relative to demand is anticipated to put downward
pressure on prices. Additionally, mortgage rates have risen to similar levels observed after the
mini-budget last year, as inflation has remained higher for longer than lenders had initially
anticipated. The Savills market update predicts that the base rate will peak at 5.75% and remain
at that level until the first cut in Q4 2024. These market conditions are expected to constrain
buying power and dampen activity, particularly affecting first-time buyers and those with high

loan-to-value mortgages. The recent measures announced by the government on June 23, such

8 Savills UK Housing Market Update August 2023
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as mortgage term extensions and transition to interest-only mortgages, aim to limit the impact of

forced sales on the housing supply.

2.24  Regarding rental growth, the market update indicates that annual rental growth across the UK
remained strong at 10.4% in June, with a month-on-month increase of 0.1%. Rental growth
accelerated in all regions except London and Scotland on an annual basis. Wales recorded the
highest growth rate in May at 1.1%, contributing to a post-pandemic growth of 28.4% since March
2020, as reported by Zoopla.

. Aspinall



3.1

3.2

Exi sting Evidence Base

We have undertaken a review of the existing evidence base which comprises the following
studies:

1 Strategic Housing Market Assessment 2012, (Revised 2013)
1 Birmingham City Council Community Infrastructure Levy Charging Schedule, July 2015

1 Development Management in Birmingham: DPD 1 Financial Viability Assessment,
November 2019

1 Greater Birmingham and Black Country Housing Market Area (GBBCHMA) Housing
Need and Housing Land Supply Position Statement, July 2020

1 Birmingham Community Infrastructure Levy Review, August 2020 (Reissued March
2022)

1 Birmingham Housing and Economic Development Needs Assessment April 2022

We have also reviewed a sample of site-specific financial viability assessments which have been

submitted to Birmingham City Council in support of actual planning applications.

Strategic Housing Market Assessment, Revised 2013

3.3

3.4

3.5

Birmingham City Council commissioned this study in March 2012, to support the development of
planning and housing policies and encourage the provision of the most appropriate housing mix
for Birmingham. The latest SHMA was revised in January 2013 and provides available evidence
to shape planning and housing policies in Birmingham over the plan period to 2031, as well as

various metrics for housing demand, tenure requirements and demographic data.

Median house prices in Birmingham since 2006 have remained fairly consistent, prices at all
levels follow the same pattern of seasonal peaks and troughs. Between 2006 and 2011, average
prices have remained largely static in Birmingham and the wider West Midlands (less than 1.0%

change) and increased more markedly across England (14.4%).

In terms of affordable housing, it shows that affordable rent at 80% is only suitable for households
in need of two-bed accommodation, and almost 30% of households in need of a two-bedroom
accommodation could afford Affordable Rent at 70%, as could c. 7% of households requiring 1
and 3-bedroom homes.

; Aspinall



3.6 The SHMA indicates that there is a net need for all sizes of affordable housing. See below:

1 1-bedroom T 21.1% of total net annual need
1 2- bedroom T 22.6% of total net annual need
M 3-bedroom T 23.7% of total net annual need

1 4+ bedrooms 1 43.0% of total net annual need

3.7 Four-bedroom accommodation accounts for 43.0%, though the need relative to supply is in favour
of those requiring one- bedroom accommaodation, who are most likely to have their needs met by
current supply.

3.8 We have had regard to the above SHMA mix when establishing out scheme typologies.

Birmingham City Council Community Infrastructure Levy (CIL), July 2015

3.9 The Community Infrastructure Levy Charging Schedule was approved and published in July
2015; it was adopted in January 2016.

3.10 The following CIL charges were adopted for residential;

Table 3.17 Birmingham CIL Charging Schedule

Residential  Value Zones 1,2 and 3 (high value area) £69 per sgm
Residential Value Zones 4,5,6 and 7 (low value area) £0
Residential  Green belt development (sustainable urban extension) £0

Residential  Social housing providers registered with HCA and Birmingham £0
Municipal Housing Trust developments

Student All areas except Green Belt Development (sustainable urban £69 per sgm
Housing extension)

Student Green Belt Development (sustainable urban extension) £0

Housing

Source: Birmingham CIL Charging Schedule, 2015

3.11  Figure 3.1 below sets out the CIL Charging Zones that were adopted. This illustrates the

challenging viability constraints in Birminghamd

. Aspinall
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Figure 3.17 Birmingham CIL Charging Zones Map
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Source: Birmingham CIL Charging Zones, 2015

3.12  The following postcodes were identified in the GVA CIL Economic Viability Assessment Report
published in October 2012:

OFFICI/
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Table 3.2 - Value Zones by Postcode

Market Value Area

High Low
1 2 3 4 5 6 7
Postcodes | B15, B30, B1, B2 B3, B9, B5, B6, | B7, B4
B17, B29, B13, B18, B8,
B73, B72, B12, B19, B11,
B74, B76 B14, B28, B16,
B75 B20, B10, B21,

B27, B26, B25,
B24, B44 B34,

B38, B35,
B45, B36,
B23, B42
B31,
B32,
B33

Source: GVA CIL Economic Viability Assessment Report, October 2012

Development Management in Birmingham: DPD T Financial Viability
Assessment, November 2019

3.13

3.14

3.15

Birmingham City Council commissioned BNP Paribas to undertake a study to test the viability of
the requirements set out in O0ODevel opment Manag e
Document (October 2019) (DMB) 6 al ongsiimihghampol i cvy

Development Plan which was adopted in January 2017.

At that time, BNP reported that house prices in Birmingham city had followed a similar suit to
national trends, including values falling from 2008 to 2009 and recovering over the years that
followed. By August 2018, sales values had increased by 51% in comparison to the lowest point

in June 2009, see the figure below.

According to the Land Registry House Price Index, average prices in Birmingham had increased
from £130,561 in January 2012 to £185,359 in June 2019, an increase of 42%.

\ Aspinall



Figure 3.2 - Average Sales Values in Birmingham
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3.16  BNP reported that the future trajectory of house prices is uncertain, although expected to increase

over the next five years according to the [S a v | UK Hodsing Market Update (June 2019).

Medium predictions are that properties in West Midlands markets will grow from 2019-2023,

predicting a cumulative growth of 19.3% between 2019 and 2023 inclusive.

3.17 Average sales values range from c. £2,500 psm / £232 psf to £4,200 psm / £390 psf, with the

highest sales values achieved in the city centre.

3.18 BNP adopted the following assumptions in their appraisals:

il
il

il
il

10% Professional Fees

6% Finance Rate

3% Marketing Costs

0.5% Sales Legal Fees

£1,500 per unit for residential development for S106 costs
Sales rate of 6 units per month

Profit Margin of 17.5% of private GDV, assumed return on affordable housing GDV is 6%

3.19  BNP conclude that the pre-existing 35% affordable housing target is challenging to meet in parts

of the city where sales values are at the lower range. Viability varies in all areas of the city, even
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when sales values are low. BNP also concluded that flatted schemes are less viable in these
areas due to their higher build costs in comparison to houses. However, the requirement for

affordable housing should be met in most cases.

GBBCHMA Housing Need and Housing Land Supply Position Statement,
July 2020

3.20

3.21

The Greater Birmingham and Black Country Housing Market Area (GBBCHMA) Housing Need
and Housing Land Supply Position Statement was published in July 2020 and addresses the
shortfall of houses established in the Birmingham Development Plan (BDP) adopted in 2017.

In the plan period 20117 203 1, Birmingham 6s objective
89,000. Birmingham was identified as one of three local authorities to have an adopted plan which
has not been able to accommodat e enhveassetatGRAI0
dwellings, with an annual requirement of 2,550 dwellings per annum, leaving an unmet need of
38,000 dwellings.

Birmingham Community Infrastructure Levy Viability Review, August 2020
(reissued March 2022)

3.22

3.23

BNP Paribas were appointed by Birmingham City Council to produce a CIL viability review which
tests the ability of developments to accommodate alternative amounts of CIL to the rates in
Birmingham City Council 6s adopt e dcquiemantsget autgn
documents adopted for the Birmingham Development Plan (BDP).

Again BNP reported that there are variations in sales values across different parts of Birmingham,
the highest sales values are achieved in the city centre, at c. £4,200 per sgm, whereas the lowest
sales values are achieved in the areas to the north of the M6 corridor, at c. £2,500 - £2,700 per
sgm. See the figure below.
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3.24

3.25

3.26

Figure 3.3 - Residential Sales Values in Birmingham, BNP Paribas
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Source: BNP Paribas, Birmingham CIL Viability Review, 2022

The Council 6s adopted CI L rhdanery 20h6aandeBND reperts na
demonstrable adverse impacts on the supply of development land or upon the viability of
developments coming forward across Birmingham city. Additionally, increased CIL rates could

be accommodated without adversely impacting on viability to impact on land supply.

BNP report that as a result of indexation, CIL rates are now c. 32% higher than when they were

adopted.

The report suggests that in terms of residential rates, existing value zones are retained.
Additionally, that CIL rates for residential development in the Higher Value Zone should increase
from an indexed level of £91 psm to £125 psm. This would have a fairly limited impact on residual

land values, with a reduction between c. 4% - 10% of the residual land value reflecting adopted
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3.27

CIL rates. The Lower Value Zone is currently nil rated, but BNP recommended that a £50psm
rate is applied in these areas, which again is reported to have a modest impact on residual land

values.

We understand that the Council has not updated the CIL Charging Schedule which is still based

upon the original charges and zones i but index linked.

Birmingham Housing and Economic Development Needs Assessment
(HEDNA), April 2022

3.1

3.2

3.3

3.4

3.5

The HEDNA 2022 provides the latest available evidence to help shape the future planning and
housing policies of the Borough as well as various metrics for housing demand, tenure

requirements and demographic data.

Iceni Projects were commissioned by the Council to prepare the study.

Iceni reported that median house prices across the Borough are generally lower than those for

the West Midlands and England as a whole.
The housing stock key points identified within the study are shown in Figure 3.4 below:

Figure 3.4 - HNA Housing Stock (2022)
Housing Stock — Key Points

According to ONS, between 2011 and 2020 there has been approximately 21,700 additional
dwellings completed in the City taking the total number of dwellings to 445,276.

At 55% the majority of housing is owner occupied but this is below the national and regional

averages. In contrast the City has a relatively high rate of social and private renting.

In 2020 there were 8,586 property sales in the City, which was a substantially reduced volume

in comparison to previous years. Median house prices in the City were £192,000. This is more

expensive than the wider HMA but below the West Midlands and National medians.

Source: Iceni Projects Birmingham Housing and Economic Development Needs Assessment
(HEDNA) April 2022

House price growth in the City of Birmingham has been higher than the wider HMA and Region
over the last 5 and 20-year period and for the last five years notably higher than the rest of

England and over 20 years has matched it.

Figure 3.5 - HNA Median and Lower Quartile Average House Prices (2022)
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Source: Iceni Projects Birmingham Housing and Economic Development Needs Assessment
(HEDNA) April 2022

3.6 Iceni identify their Key Points as follows:

f

The median house prices in 2020 in the City were £192,000, higher than the wider
HMA but below the West Midlands and National medians. Sutton Coldfield has the
highest median and lower quartile house prices (£329,000) with Hodge Hill at the
lowest (£154,500).

House price growth in the City of Birmingham has been higher than the wider HMA and

Region over the last 5 and 20-year periods.

Birmingham had a higher median value for all household types than the wider region
and HMA, with the exception of terraced homes which are more expensive in the HMA
than in the City.

Sales by type in Birmingham are skewed slightly towards smaller property types (flats
and terraces) when compared to that of the wider HMA and West Midlands. The
Central sub-area has a higher percentage of sales of flats than anywhere else with

Sutton Coldfield having a higher percentage of detached properties.

In 2020 there were 8,586 property sales in the City, which was a substantially reduced
volume in comparison to previous years. Help to Buy sales in Birmingham are
important with the highest number of first-time buyers supported by the scheme in the
West Midlands.

Savills house price forecasts indicate that the West Midlands region will recover quicker

from the pandemic than elsewhere in the country. Although this might not be universal
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3.7

3.8

3.9

across the 1 Bedroom 2 Bedroom 3 Bedroom 4+ Bedrooms in the whole region. During
the pandemic, there was a flight from urban to rural/suburban areas with the result that

house prices grew in the latter and were depressed in the former.

1 Median rents in Birmingham are £720 per calendar month (pcm). Lower than the
national figure of £730 and higher than the wider West Midlands of £660. Rents have
been in almost constant growth since 2011. Lower quartile rents in Birmingham are
higher than both England and the West Midlands at £635 compared to £550 pcm.

1 The North broad area sees the lowest median rents across all property sizes, with the
Central broad area seeing the highest in 1-3 bedroom properties.

1 The South broad area sees the highest median price for 4 plus bedrooms at £1,878

pcm. This is perhaps linked to student housing.

Analysis indicates that 5,396 affordable homes are needed in the Borough per annum with 1,031
homes needed for affordable home ownership. The analysis suggests that there will be a need
for both social and affordable rented housing. The study also considers different types of AHO
including First Homes as each will have a role to play i shared ownership is likely to be suitable
for households with more marginal affordability as it has the advantage of a lower deposit and
subsidised rent.

In terms of the size of affordable housing required, a broad range of dwellings are needed based
on household survey data and information from the housing register: The appropriate mixes are
indicated in Figure 3.6 below:

Figure 3.6 - HNA Housing Mixes (2022)

1-bedroom 2-bedrooms 3-bedrooms 4+-bedrooms
Market 5% 35% 40% 20%
Affordable home ownership 20% 40% 30% 10%
Affordable housing (rented) 20% 35% 25% 20%

Source: Iceni Projects Birmingham Housing and Economic Development Needs Assessment
(HEDNA) April 2022

We have had regard to the above HNA mix when establishing out scheme typologies.

Site Specific Financial Viability Appraisals

3.10

We have reviewed a sample of typical site-specific viability assessments submitted to
Birmingham City Council and assessments that have been reviewed by Lambert Smith Hampton
(LSH) to sense-check our value assumptions.

. Aspinall
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3.11

3.12

3.13

3.14

The Financial Viability Assessment (FVA) for 131-148 High Street Bordesley was submitted to
support the planning application for the development of 143 dwellings on the 0.94-hectare (2.33
acre) site. The site is situated in the core zonehighlighted in Figure 5.3. The adopted values within

the report provided by Falque Land & Property Limited are expressed in the table below.

Table 3.3 - Proposed Sales Values and Areas for 131 - 148 High Street Bordesley

Dwelling Type Capital Value s Value Range (E/psm) Dwelling Size (sqm)
1 - Bed Flat £193,000 i 243,000 £4,478 - £4,736 44-55
2-Bed Flat £302,000 - £341,000 £4,327 - £4,606 61-75

Source: Falque Land & Property Limited (May 2023)

The Financial Viability Assessment (FVA) for 1 Park Square, Longbridge was submitted to
support the planning application for the development of 208 dwellings on the 0.37-hectare (0.76
acre) site. The site is situated in the medium value zone highlighted in Figure 5.3. The adopted
values within the report provided by Highgate Land and Development are expressed in the table

below.

Table 3.4 - Proposed Average Sales Values and Areas for 1 Park Square

Dwelling Type Assumed Average Capital Average Value (£/psm) Average Dwelling
Value Size (sqm)
1-Bed Flat £145,000 £3,152 46
2-Bed Flat £230,000 £3,433 67
3-Bed Flat £250,000 £2,778 90

Source: Highgate Land and Development (HLD) (May 2023)

The data shown in Table 3.4 indicates that values for apartments adopted within the appraisal
range from £2,778 - £3,433 psm.

The Financial Viability Assessment (FVA) for 1 Park Square, Longbridge was submitted to
support the planning application for the development of 160 apartments over 5 floors on the 0.66-
hectare (1.64 acre) site. The site is situated in the medium value zone highlighted in Figure 5.3.
The adopted values within the report provided by Highgate Land and Development are expressed

in the table below.
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3.15

3.16

3.17

Table 3.57 Proposed Average Sales Values and Areas for 2 Park Square

Dwelling Type Assumed Average Capital Average Value (£/psm) Average Dwelling
Value Size (sgm)
1-Bed Flat £151,342 £3,167 47
2-Bed Flat £224,661 £3,189 70
3-Bed Flat £247,500 £2,734 90

Source: Highgate Land and Development (HLD) (May 2023)

In our analysis, it is noted that both 1 Park Square and 2 Park Square have been reviewed by
LSH, indicating values deemed relatively low. While, for the purpose of this study, we do not
accord substantial significance to these values in our assumptions, they remain informative. It is
noteworthy that we recognise the utility of adopting higher values within Longbridge based on
this assessment. Additionally, we also acknowledge that values for Longbridge are not
representative of the overall medium values but are important in beginning to paint a

comprehensive picture.

The Financial Viability Assessment (FVA) for the land north of Icknield Square, was submitted to
support the proposed development of 243 apartments set over 3 blocks (A, B1 and B2) on the
0.84-hectare (2.08 acre) site. The site is situated in the high value zone highlighted in Figure 5.3.

The open market values within the report provided by CBRE are expressed in the table below.

Table 3.6 - Proposed Average Sales Values and Areas for  Icknield Square, Birmingham

Dwelling Type Assumed Average Capital Average Value (£/psm) Average Dwelling
Value Size (sqm)
1-Bed Flat £210,888 £4,144 51
2-Bed Flat £304,442 £4,208 72
3-Bed Flat £357,649 £3,940 91

Source: CBRE (May, 2023)

The proposed scheme also incorporates a BTR element, with value summarised in the table
below:

Table 3.7 - Proposed Rental Values and Areas for Icknield Square, Birmingham
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3.18

3.19

3.20

3.21

Dwelling Type Assumed Average Average Gross Average

Average Rent Value rent PA (£/Unit) Dwelling Size
PCM (£/Unit) (E/psm) (sgm)
Block A
1-Bed Flat £994 £234 £11,934 51
2-Bed 3 Person Flat £1,223 £241 £14,677 61
2-Bed Flat £1,337 £226 £16,043 71
Block B1
1-Bed Flat £1,006 £237 £12,074 51
2-Bed 3 Person Flat £1,254 £239 £15,051 63
2-Bed Flat £1,342 £226 £16,018 71

Source: CBRE (May, 2023)

The assumed average capital values vary for different types, with 1-Bed Flats ranging from
£210,888, 2-Bed Flats from £304,442, to 3-Bed Flats at £357,649. The average values per
square meter also differ across categories, with a range of £3,940 to £4,208, and dwelling sizes
varying between 51 to 91 sgm.

Additionally, the development incorporates a Build-to-Rent (BTR) element, detailed in Table 3.7

The average values psm are summarised as:

1 1-Bed Flats: £1,342 - £1,337 pcm  (£234 to £237 psm / pa)
1 2-Bed 3 Person Flats: £,223 - £1,254 pcm (£239 to £241 psm / pa)
1 2-Bed Flats: £1,337 - £1,342 pcm  (£226 psm / pa)

These values provide a comprehensive overview of the proposed residential values and areas
for the Icknield Square development, encompassing both sales and rental aspects, with notable
ranges in average values for both sales and BTR rental units.

The Financial Viability Assessment (FVA) for the Smallbrook Queensway buildings, was
submitted By CBRE in November 2022 and reviewed by LSH in May 2023 to support the
proposed development of 1,680 apartments set over 3 high-rise towers, as well as 33,338 sqft of
flexible commercial floor space (Class E (a-d), F2 and Sui Generis. The site covers approximately
1.7 hectares (4.2 acres) Thesitef al | s wi t hin the O6city corebo,

New Street Station and is situated in the core zone highlighted in Figure 5.3.
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3.22

3.23

3.24

3.25

3.26

The open market rental values within the report provided by LSH are expressed in the table
below.

Table 3.8 - Proposed Rental Values for Smallbrook Queensway Development

Dwelling Type Assumed Rent  Average Value (E/psm)  Average Size (sqm)
PCM (£/Unit)

1-Bed Flat £1100 - £1250 £291 407 55

2-Bed Flat £1,490 - £1675 £291 6271 83

3-Bed Flat £1,800 - £2,075 £291 831 107

Source: LSH (May 2023)

The rental values derived from LSH's examination of CBRE's viability assessment are founded
upon well-informed considerations, incorporating current and pertinent comparable evidence.
This evaluation stands as an independent and impartial review conducted on behalf of the
Birmingham City Council, thereby enhancing the reliability and credibility of the obtained rental

assumptions.

The Financial Viability Assessment (FVA) for the former Ruskin Hall, Aston was submitted to
support the proposed development of 40 apartments on the 0.78-hectare (1.92 acre) site in place
of the members club. The site is situated in the low value zone highlighted in Figure 5.3. The

adopted values within the report provided by Jackson Webb are expressed in the table below.
Table 3.9 - Proposed Average Sales Values and Areas for  the Former Ruskin Hall, Aston
Dwelling Type Average Value (£ psm)
All Flats (Blended) £3,070
Source: Jackson Webb (July 2023)

The figure extracted from Jackson Webbs' viability report of £3,070 psm is based on the GDV of
£8,031,150 across the 2,616 sqgm (28,159 sqft) NIA.

The Financial Viability Assessment (FVA) for the former Kent House was submitted to support
the proposed development of 147 apartments on the 0.15-hectare (1.37 acre) site. The site is
situated wi t hi n t he ¢ dntheynedum nalue sone chighlightéd in Figure 5.3. The
adopted values within the report provided by James. R. Brown and Co Ltd are expressed in the
table below.
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Dwelling Type Assumed Average Capital Average Value (£/psm) Average Dwelling

Value

Size (sqm)
1-Bed Flat £203,759 £4,489 45
2-Bed Flat £248,935 £3,978 63

Source: James. R. Brown and Co Ltd (December, 2022)

3.27  Across this development prices range from 1 bed and 2 bed flats range from £179,000 - £269,000

(417 66 sgm) which amounts to £3,712 - £4,803 psm.

328 The above site speci fic viabilitheerekd démceoupr ¢

assumptions herein.
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4.1

4.2

4.3

4.4

New Build Achi eved Val ues

We have carried out a market review of new build achieved values within the borough of
Birmingham between August 2021 and August 2023. This has been based on a detailed analysis
of the Land Registry new build achieved values, cross-referenced, on an address-by-address
basis (approx. 773 transactions) to the floor areas published on the EPC (Energy Performance

Certificate) database in order to derive the achieved values (£ per square meter).

This research gives a good baseline for comparing the values across Birmingham for each house
type and enables analysis on a value per square meter (£ psm) basis for comparison purposes.
This is also consistent with the build cost rates £ psm from the BCIS. Note, that we have removed
extremely high-ofdloues opredt d e efobtus oumdathseteon tgpmal a s e t

new units and to avoid averages being unduly skewered by one-off developments.

The Land Registry data for new build achieved va

defined on the gov.uk website as:
inndicates the type of Price Paid transaction

A = Standard Price Paid entry, includes single residential property sold for full market

value.

B = Additional Price Paid entry including transfers under a power of
sale/repossessions, buy-to-lets (where they can be identified by a Mortgage) and

transfers to non-private individuals.

Note that category B does not separately identify the transaction types stated.
HM Land Registry has been collecting information on Category A transactions since

January 1995. Category B transactions were identified from October 2013.d¢

For the purposes of this research, we have excluded new build achieved data that falls under
category B as the transactions consistently presented discounted transfer values to those

provided under category A, therefore not reflecting the true full market value.

Achieved Values in Birmingham by Ward

4.5

Within our review period® a total of 773 newly built properties (Detached, Semi Detached,
Terraced and Flats) were sold and recorded on the Land Registry. We have analysed these

transactions by reviewing the house and flat transactions separately.

4 Price Paid Data Guidance, 14™ August 2014 (https://www.gov.uk/guidance/about-the-price-paid-data)
5 August 2021 and August 2023
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4.6 Our data shows that of the 773 transactions, 153no were houses comprising detached, semi-
detached and terraced units. Table 4.1 provides a summary of new-build house prices in

Birmingham with the range of achieved absolute values.

Table 4.1 - New Build Achieved Absolute Values - Houses

Birmingham (£) 2021-2023

Minimum £ £79,143
Average £ £316,940
Median £ £305,000
Maximum £ £720,000

Source: AsPesabewer dl Mar ket Research Master Dat

4.7 Table 4.2 provides a summary of Birmingham with the range of values achieved on a price per

sgm basis.

Table 4.2 - New Build Achieved £ psm Values - Houses

Birmingham (£ psm) 2021-2023

Minimum £ £949 psm

Average £ £3,186 psm

Median £ £3,066 psm

Maximum £ £5,377 psm
Source:As pi nalRlea rdceintd al Mar ket Research Master Dat

4.8 The achieved values on a £ psm basis ranged from £949psm - £5,377 psm across Birmingham

within our review period, averaging at £3,186 psm.

4.9 Figure 4.1 illustrates the average achieved values for newly built houses across Birmingham on
a £ psm basis averaged within ward boundaries. Higher values can be seen to the north of
Birmingham, in Sutton Coldfield. As well as to the south in Harborne and Selly Oak. Lower value

areas include Aston, Lozells and Alum Rock, to name a few.
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4.10

Flats

Residential Market Paper
Birmingham City Council
March 2024

Figure 4.1 - New Build Achieved Value 71 Houses i (Average £ psm) 2021 - 2023

£ T iia"lh‘

Contains Ordnance Survey 2 Crown Copyright and Database Right 202

Source: AspinallVerdi, QGIS (September, 2023)

To strengthen our dataset and provide a comprehensive spatial analysis of values, we have also

evaluated second-hand transactions within the Borough, reported in section 5 of this report.

411

4.12

Within our review period over the past 24 months, 623no. flats were sold and recorded on the

Land Registry.

Table 4.3 provides a summary of Birmingham with the range of values achieved on an absolute

value basis.

S



Table 4.3 - New Build Achieved Flats Absolute Values

Birmingham (£) 2021 - 2023

Minimum £ £72,500
Average £ £246,406
Median £ £232,500
Maximum £ £472,500

Sour ce: As Biimmghanm Néw Buidd Sal€és EPC Tool 24 Months
4.13  Table 4.4 provides a summary of the range of values achieved on a price per sgm basis;

Table 4.4 - New Build Achieved £ psm Values - Flats

Birmingham (£ psm) 2021 - 2023

Minimum £ £949 psm
Average £ £3,146 psm
Median £ £2,952 psm
Maximum £ £5,377 psm

Source: AsBinml hybeati Néw Build Sales EPC Tool 24

4.14  The achieved values on a £ psm basis ranged from £949psm - £5,377 psm across Birmingham
within our review period, averaging at £3,146 psm.

4.15  Figure 4.2 illustrates the average achieved £ psm values across Birmingham.
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Residential Market Paper
Birmingham City Council

Figure 4.2 - New Build Achieved Value 1 Flats 7 (Average £ psm) 2021 - 2023

March 2024

Contains Ordnance Survey Data € Crown Copyright and Database Right 2023 | @

[ Birmingham City Boundary

Birmingham New-Build Flats

f| 1 £2,931 - £3,293
[ £3,293 - £3,655
L [ £3,655 - £4,017
!‘ I £4,017 - £4,379
| I £4,379 - £4,741

Source: QGIS (September 2023)

Achieved Values by Number of Beds

4.16  The Land Registry does not provide details of the number of bedrooms. Therefore, we have made

the following assumptions having regard to the Nationally Described Space Standards set out by

DCLG as seen in Figure 4.3.
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4.18

Figure 4.3 - Nationally Described Space Standards

Number of Number of | 1 storey 2 storey 3 storey Built-in
bedrooms(b) | bed spaces | dwellings dwellings dwellings storage
(persons)
1p 39 (37)° 1.0
1b 2p 50 58 1.5
3p 61 70
2b 4p 70 79 2.0
4p 74 84 90
3b 5p 86 93 99 25
6p 95 102 106
5p 90 97 103
6p 99 106 112
4b 7p 108 115 121 30
8p 117 124 130
6p 103 110 116
5b 7p 112 119 125 35
8p 121 128 134
p 116 123 129
6b 8p 125 132 1368 4.0

Source: DCLG, 2015

For all houses (Detached, Semi-Detached and Terrace) we have assumed to be two storeys:

= =4 =4 4 =2

Up to 69 sgm
70 - 80 sgm
81 - 100 sgm
101 - 124 sgm
125+ sgm

One bed
Two bed
Three bed
Four bed
Five bed

For Flats we have assumed to be one storey:

1 Upto50sgm

f
f

4.19

55 - 70 sgm
71 - 95 sgm

One bed
Two bed
Three bed

Registry between 2021 and 2023 and are divided as follows:

= =4 =4 4 =4

4.20

One Beds:
Two Beds:
Three Beds:
Four Beds:

Five Beds:

OFFICI/

16 units
13 units
48 units
49 units
30 units

38

10.25 %
8.33%

30.76 %
31.41 %
19.23 %

Table 4.5 sets out the range of achieved values by number of beds.

Our research identified that 156no0. new build houses were sold and recorded on the Land
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Table 4.5 - Range of Achieved Values 1 Houses
No of beds Minimum £ Average £ Median £
One Bed £190,500 £265,281 £267,500
Two Bed £79,143 £200,341 £240,000
Three Bed £94,965 £279,028 £289,375
Four Bed £170,800 £344,924 £325,000
Five + Bed £310,000 £413,172 £343,000

Source: AsBinml hygbati Néw Build Sal

Table 4.6 sets out the range of floor areas by number of beds.

Table 4.6 - Range of floor areas 1 Houses
No. of Beds Minimum sgm Average sgm Median sgm
One Bed 53 61 62
Two Bed 70 72 72
Three Bed 83 88 87
Four Bed 101 109 107
Five + Bed 125 148 134

Source: AsBinml hygbati Néw Buil d Sal

Table 4.7 sets out the range of achieved values per sgqm by number of beds.

Table 4.7 - Range of Achieved Values psm - Houses
No. of Beds Minimum £ psm Average £ psm Median £ psm
One Bed £2,931 £4,385 £4,274
Two Bed £1,099 £2,758 £3,380
Three Bed £1,117 £3,157 £3,273
Four Bed £1,512 £3,176 £3,019
Five + Bed £2,480 £2,779 £2,722

Source: AspinallvVerdi®i r mi ngham New Build Sal

OFFICI/
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Maximum £
£315,000
£287,000
£386,000
£435,000

£720,000

es EPC Tool

Maximum sgm
69
76
100
123

251

es EPC Tool

Maximum £ psm

£5,377
£3,776
£4,242
£4,183

£3,395

es EPC Tool

Aspinall
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4.23

4.24

4.25

4.26

Our research identified that 366n0. new build flats were sold and recorded on the Land Registry
and are divided as follows:

f OneBeds: 186 units - 51%
 TwoBeds: 140 units - 38%
1 Three Beds: 40 units - 10%

Table 4.7 sets out the range of achieved values by number of beds.

Table 4.5 - Range of Achieved Values 1 Flats

No of beds Minimum £ Average £ Median £ Maximum £
One Bed £103,900 £211,011 £221,849 £278,923
Two Bed £127,876 £294,844 £314,089 £388,450
Three Bed £242,332 £353,358 £351,747 £470,000
Source: Aspinall Verdi 06Birmingham New Build

Table 4.8 sets out the range of achieved values per sgqm by number of beds.

Table 4.8 - Range of Achieved Values psm i Flats

No of beds Minimum £ psm Average £ psm Median £ psm Maximum £ psm

One Bed £2,031 £4,714 £4,874 £6,136
Two Bed £1,875 £4,318 £4,414 £5,514
Three Bed £2,710 £4,029 £4,089 £5.176

Source: AspinallvVerdi®i r mi ngham New Build Sales EPC Tool

Table 4.9 sets out the range of floor areas by number of beds.

Table 4.9 - Range of floor areas - Flats

No of beds Minimum sgm Average sqm Median sgm Maximum sgm

One Bed 38 45 45 50
Two Bed 56 68 68 74
Three Bed 77 84 82 112

Source:As pi nalBliVemi chigh& m New Buil d Sa lSepembErR@3 T o o |

OFFICI/
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Summary

4.27  The absolute median (£) values and values per sgm for each house type can be seen in Table

4.10 below.

Table 4.10 7 Houses Median Values

No. of Bed s Median Value (£)

One Bed £267,500

Two Bed s £240,000

Three Bed s £289,375

Four Bed s £325,000

Five (+) Beds £343,000
Source: AspinallVerdi®i r mi ngham New Bui |l d

Median Value psm (£)
£4,274
£3,380
£3,273
£3,019
£2,722

Sales EPC Tool

4.28  The absolute median (£) values and values per sgm for each flat type are in Table 4.11 below.

Table 4.11 7 Flats Median Values

No. of Bed s Median Value (£)
One Bed £221,849
Two Beds £314,089
Three Beds £351,747
Source: Aspinallverdi®i r mi ngham New Buil d
OFFICI/
41

Median Value psm (£)
£4,874
£4,414
£4,089

Sales EPC Tool

Aspinall
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5.2

5.3

Housing Value Zones

In this section, we build upon our new-build market research to arrive at comparable value zones

across the Borough.

This section creates a visual representation of the differences in values across Birmingham. We
have sought to rationalise and simplify Housing Value Zones for ease of application for future
CIL Charging Schedules and Affordable Housing policies. All planning obligations (incl. CIL and

Affordable Housing etc.) should align in terms of Housing Value Zones and viability.

Note that this section is about the relativity of values across zones in Birmingham i not the

absolute value assumptions which are contained in Section 7.

Second-Hand Values

5.4

5.5

5.6

5.7

5.8

To sense check the pattern of new build values across Birmingham, we have reviewed the
second-hand market over the last two years between August 2021 and August 2023. Thereis a
greater stock of second-hand properties and turnover is higher than for new builds. As with the
new build transactions, this has been based on an address-by-address basis and compared to
the floor areas published on the EPC database in order to derive the achieved values (£ per

sgm).

We have carried out this sense check to identify whether or not there is a pattern across

Birmingham which helps to establish our Housing Value Zones.

Our search of the land registry included over 17,000 second-hand transactions within the

Borough.
The values for houses and flats can be seen summarised by house type in Table 5.1 below:

Table 5.1 i Second -Hand Sales Average Value £

Average Per Sgm Maximum Minimum
Sales Price
Detached £504,392 £3,922 £3,700,000 £60,000
Semi Detached £265,494 £2,965 £3,700,000 £100,000
Terraced £214,824 £2,537 £1,070,000 £ 12,650
Flats £154,738 £2,629 £675,000 £14,850
Source:Aspinall Verdi o6Birmingham New Build Sales

Figure 5.1 and Figure 5.2 illustrate the average achieved values on a per sqm basis across the

Borough for houses (Semi-Detached, Detached, and Terrace) and flats.

) Aspinall
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5.9

5.10
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Birmingham City Council
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Figure 5.1 - Second -Hand Houses - Achieved Value (Average £ psm)

. Fiafdef! ewkbs.‘ A '
Romsley
%

4 [ 1 £1,754-£2,151
,E [ 1£2,151-£2,524
[ £2,524 - £2,736
I £2,736 - £3,326
B £3,326 - £4,943

Source: QGIS (August, 2023)

The lower value, second-hand house transactions are mainly clustered around the north east of
Birmingham city. The wards Castle Vale, Alum Rock, Holyhead, Handsworth, Birchfield and
Lozells are amongst those which fall in the lowest banding at £1,754 - £2,151 psm. The higher
value areas include Sutton Coldfield to the north, as well as Edgbaston, Selly Park Bournville and

Cotteridge to the south-west, expressing values of £3,326 - £4,943 psm.

This map is similar to the map in Figure 3.1 i Birmingham CIL Charging Zones Map which

suggests that the pattern of relative values has not changed much in the intervening years.

T
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5.12
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Figure 5.2 - Second -Hand Flats - Achieved Value (Average £ psm)

irmingham Second-Hand Flats
[ 1£1,223-£1,733
: ?E [ ]£1,733-£2,243
(| I £2,243 - £2,753
=) [ £2,753 - £3,263
B £3,263 - £3,774

ywood7
L ) |

L Jm :
2023
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N,

Source: QGIS (October, 2023)

The trends diverge between second-hand houses and second-hand flats, notably highlighted by
the higher values on a £ psm basis observed in Soho & Jewellery Quarter in contrast to the
second-hand houses data. Notably, the northern section of the Soho and Jewellery Quarter ward

registers comparatively lower values. Similarly, Edgbaston, Bournebrook, and Selly Park reflect
high values, ranging from £3,263 to £3,774 psm.

In Birmingham's northern regions, Sutton wards generally achieve higher values, except for

Sutton Reddicap. Conversely, the eastern vicinity of the city centre, including Alum Rock,

ST
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Bromford & Hodgehill, Heartlands, Bordesley Green, Tyseley & Hay Mills, and Balsall Heath
West, expresses the lowest values ranging between £1,223 to £1,733 psm.

Index of Multiple Deprivation

5.13

5.14

5.15

5.16

When preparing our Housing Value Zones, we have had regard to the Index of Multiple
Deprivation (IMD). The IMD provides a metric for which multiple data points, such as average
income, health, education, crime, unemployment etc., are all amalgamated into a single rating

which shows the level of deprivation an area is experiencing, illustrated on a map (Figure 5.1).

Although not a direct comparison to housing values, it is a good proxy. In our experience, higher
values tend to be found in areas of least deprivation and values are lower in areas where there

is greatest deprivation. This IMD map is therefore a good proxy for the Housing Zones Map.

Figure 5.1 - Indices of Multiple Deprivation

No data

Most deprived decile
2nd

3rd

4th

5th

6th

7th

8th

9th

Least deprived decile

Source: Indices of Multiple Deprivation, 2019

On the above map, the red areas are those with the most deprivation and the blue areas the least

deprivation. The grey areas are no-data areas.

The map clearly shows that there is a large amount of deprivation in Birmingham. The most
particularly deprived deciles lie on the outskirts of the city centre which suggests a lower-value

market area.

S



5.17  As you dwell further out of the city centre, the deprivation status lowers, particularly to the north
in Sutton Coldfield.

AspinallVerdi Housing Value Zones

5.18 In order to derive our Housing Market Zones, we have had regard to:

f
f
f
f
f

The existing evidence base: heat maps and choropleth maps;
CIL Charging Schedule Map currently adopted;

Current new-build achieved values;

Second-hand achieved values; and

the Index of Multiple Deprivation.

1.2 It can be seen in Figure 5.3 that there are four housing value zones which we consider to be

separate:

f
f
f
f

Zone 171 Higher Value Zone in red;
Zone 21 Medium Value Zone in yellow;
Zone 31 Lower Value Zone in green;

Zone 41 Core Zone 1 Inner City Ring Road in purple;

5.19 We have undertaken extensive market research, stakeholder consultation and consultation with

the Council to finalise these housing value zones due to the diverse housing market evidenced

in our market research. These zones are consolidated and illustrated in Figure 5.3.

. Aspinall
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Figure 5.3 - AspinallVerdi Housing Value Zones

%1 Birmingham Value Zones

5 I City Core Zone

P I Higher Value Zone
[ | Medium Value Zone

BT (AR, W E‘ii' fokons

Survey Data © Crown Copyright ad atabase Right 2024

Source: QGIS, November 2023
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6 New Build Asking Prices

6.1 We have reviewed a number of neswi bebdl avi dadvel opm
housing values zones. This is to understand the up to date asking values associated with new

build properties which can be used to inform the values in our viability testing.

6.2 It should be noted that asking prices may be aspirational, and may reflect the incentives offered
by the developer (which have to be deducted to calculate a net price) or the actual value a willing

purchaser will pay.

6.3 The RICS information paper on comparable evidence in property valuation® states that asking

prices

@& cannot by themselves provide reliable evidence of value and should be treated with some
caution. They will usually vary from the price achieved on exchange in the open market, but when
interpreted with care by an experienced valuer they can provide some guidance as to current

market sentiment and trends in value. 6

Thus, whilst the achieved value data (from the Land Registry in section 4 above) provides robust

data, this is retrospective. The asking price analysis in this section indicates more up-to-date

prices for new builds. It is important to note that in arriving at our value assumptions for our

appraisals, we have had regard to the new build asking prices, but our analysis of the
transactional data (section 4) adds more weight to our value assumptions. We have also
considered the assumpti ons f ohaving regard @ the masetisga | 6in
cost assumptions for sales incentives and discounts (from the headline asking prices).

6.4 Finally, it is important to note that the supply
amarketplacet hat i ncludes an establ i s-handipropestitsdseckioh of ¢ ¢
five above). The asking price is therefore tempered by the wider price mechanism and housing

choices for purchasers

Lower Value Zone

6.5 We have identified one development within the lower value zone, as follows:

6.6 The Elms is a Barratt Homes development of 2-to-5-bedroom homes. Details for The Elms are

presented below:

6 Comparable evidence in property valuation, RICS information paper, 1st edition (IP 26/2012)

) Aspinall



6.7

Table 6.1 - The Elms Asking Prices, Location and Dev. Plan

Property Type

2-bed Semi Detached
3-bed Terrace

3-bed Semi Detached
3-bed Detached
4-bed Semi Detached
5-bed Semi Detached

Q Q

a ]

o

EETETECE

Source: Rightmove, Google Maps, Barratt Homes, 2023

Our research indicated a limited supply of new build developments being completed in the lower

value zones within the Borough. Table 6.2 provides a summary of the range of asking values for

different property values in the Lower Value Zone.

Table 6.2 - Lower Value Zone Summary

Property Type

2-bed Semi Detached

3-bed Terrace

3-bed Semi Detached

3-bed Detached

4-bed Semi Detached

OFFICI/

Asking Price (£)

£277,995 - £286,995

£357,500 - £415,000

£405,000 - £410,000

£435,000 - £437,500

£389,995

49

Asking Price (£)

£277,995 - £286,995
£357,500 - £415,000
£405,000 - £410,000
£435,000 - £437,500

£389,995

£479,995

Aspinall
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5-bed Semi Detached £479,995

Source: Rightmove 2023

6.8 Note again that the range in asking prices reflects the range in unit sizes and specifications (as
well as specific locations and aspect).

Medium Value Zone

6.9 We have identified 13no. developments within the medium value zone, as follows:

Belgrave Village, B5 7BP

6.10 Details for Belgrave Village, by Galliard Homes, Apsley House and Wavensmere Homes, shown

below:

Table 6.3 - Belgrave Village Asking Prices, Location and CGI

Property Type

Asking Price (£)

1-bed Apartment

2-bed Apartment

2-bed Terrace

3-bed Terrace

ke

Source: Rightmove, Google Maps, Galliard Homes, 2023

Court lane

£199,000 i £227,000

£299,000

£320,000

£399,950

6.11  Court Lane is a small development of 4no. dwellings see details below:

OFFICI/
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Table 6.4 - Court Ln Asking Prices, Location and CGI

Property Type Asking Price (£)
3-bed Semi Detached £299,950- £310,000
g
ek
0
-} ~i% 9. o

......

Source: Rightmove, Google Maps, 2023

6.12  This development is on the periphery of the Birmingham boundary, details are shown below.

Table 6.5 - East Works Dr Asking Prices, Location and Dev. Plan

Property Type Asking Price (£)
3-Bed Detached £395,000
4- Bed Semi - Detached £399,995 - £410,000
4- Bed Detached £459,950
ek
R Q -
9

I =00 o
= L s,
= By Py,

Source: Google Maps, Rightmove 2023
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6.13 Florence Place is comprised of: Nightingale House, Nurses House, 64-76 Arkwell Way and

Wellhouse. Details below:

Table 6.6 - Florence Place Asking Prices, Location and Dev. Plan

Property Type Asking Price (£)

1-Bed Apartment £210,000
2-Bed Apartment £235,000 - £270,000
1-Bed Terrace £240,000- £255,000
3-Bed Detached £300,950

P

9 ey FLORENCE
PLACE

Source: Rightmove, Google Maps, Knight Frank, 2023

6.14  Development by Bloor Homes located off Tessall Lane, Northfield.

Table 6.7 - Tessall Ln Asking Prices , Location and Dev. Plan

Property Type Asking Price (£)

2-bed Semi Detached £279,000
3- Bed Semi - Detached £335,000
3- Bed Detached £355,000 - £470,000

OFFICI/ - ASplnG"
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4- Bed Detached £465,000 - £550,000

Source: Rightmove, Google Maps, Bloor Homes, 2023

Grange Road, Erdington, B24 ODE

6.15 Grange Road details are shown below:

Table 6.8 - Grange Rd Asking Prices, Location and Photograph

Property Type Asking Price (£)
5-bed Semi Detached £525,000
R . "
! o7 g
L} ° Q &
e
9 -] ]
9
4 ?
- ". l}' -
? & [-]
? 9
@
9 ]

Source: Rightmove, Google Maps, Zoopla, 2023

Haywood Road, Tile Cross, B33 OLL

6.16  Details for Haywood Road development can be found below:

Table 6.9 - Haywood Rd Asking Prices, Location and Photograph

Property Type Asking Price (£)

3-bed Detached Bungalow £280,000

S



Property Type
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Asking Price (£)

19 o

Source: Rightmove, Google Maps,

Holly Fields, Erdington, B24 9LU

6.17

A development by Persimmon Homes, details of Holly fields are shown below:

Table 6.10 - Holly Fields Asking Prices, Location and Dev. Plan

Property Type

Asking Price (£)

2-Bed Terrace

2-Bed Semi detached

3-Bed Terrace

3-Bed Semi detached

Source: Rightmove, Google Maps,

Maryvale Rise, Old Oscott Hill, B44

£245,000

£247,000

£280,000 - £323,000

£297,000 - £325,000

Persimmon 2023

9AG

6.18

OFFICI/

Details of Maryvale Rise development can be found below:



Residential Market Paper
Birmingham City Council
March 2024

Table 6.11 - Maryvale Rise Asking Prices, Location and Dev. Plan

Property Type Asking Price (£)
2-bed Semi Detached Bungalow £279,000
v q "
L ® 9 n? L
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Source: Rightmove, Google Maps, 2023

Moseley View, Tindal Street, B12 9QU

Moseley View comprises of 25n0. apartments with allocated parking. Details can be found below:

Table 6.12 - Moseley View Asking Prices, Location and CGI

Property Type Asking Price (£)
1-bed Apartment £184,699 - £185,738
2-bed Apartment £234,000

Source: Rightmove, Google Maps, Empire, 2023

No. 425 Hagley Road, B17 8BL

6.19 Developed by Landmark Estates Developments, development of 28no. flatted units. Details of

the development at No. 425 Hagley Road are shown below:

Table 6.13 - No. 425 Hagley Rd Asking Prices, Location and Dev. plan

S



Property Type
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Asking Price (£)

1-bed Apartment

2-bed Apartment

3 99 = 3 @ ' ® :
S g
90 Q 9 Q
- >
e ¥l
) 3 Eh .0
) SR
9 5,
A

6.20  Source: Rightmove, Google Maps

Perry Barr Regeneration, B42

£179,995 - £195,000

£229,999

6.21 A scheme of one and two bedroom apartments, details shown below:

Table 6.14 - Perry Barr Regeneration Asking Prices, Location and Masterplan

Property Type

Asking Price (£)

1-Bed Apartment

2-Bed Apartment

v rensal
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Source: Rightmove, Google Maps, ARUP 2023

OFFICI/

£173,400
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6.22  See below for details regarding Neighbourhood Heights.

Table 6.15 - Neighbourhood Heights Asking Prices, Location and CGI

Property Type Asking Price (£)
1-bed Apartment £200,000 - £221,280
2-bed Apartment £300,000

Source: Rightmove, Google Maps

6.23  Table 6.16 provides a summary of the range of asking values for different property values in the
Medium Value Zone.

Table 6.16 - Medium Value Zone Summary

Property Type Asking Price (£)

1-bed Flat £173,400 - £227,000
2-bed Flat £234,000 - £299,950
1-bed Terrace £240,000 - £255,000
2-bed Terrace £245,000 - £320,000
2-bed Semi Detached £247,000 - £310,000

. Aspinall
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Asking Price (£)

3-bed Terrace

3-bed Semi Detached
3-bed Detached
4-bed Semi Detached
4-bed Detached
5-bed Semi Detached

5-bed Detached

Source: Rightmove 2023

£280,000 - £399,950

£297,000 - £335,000

£280,000 - £470,000

£399,995 - £495,000

£299,999 - £685,000

£495,000

£495,000 - £600,000

6.24  Note again that the wide range in asking prices reflects the range in unit sizes and specifications

(as well as specific locations and aspects).

Higher Value Zone

6.25 We have identified 9no.developments which falls into the higher value zone, see details below.

Boulevard @ Southside, Bristol Street, B5 7SU

6.26  Boulevard @ Southside is a 145n0. unit development. See details below:

Table 6.17 - Boulevard @ Southside Asking Prices, Location and CGlI

Property Type

Asking Price (£)

2-bed Apartment

£297,500 - £345,000

Source: Rightmove, Google Maps, Connells, 2023

OFFICI/
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Coleys Lane, Longbridge, B31 4AD

6.27  Details of Coleys Lane are shown below:

Table 6.18 - Coleys Lane Asking Prices, Location and CGI

Property Type Asking Price (£)
2-bed Semi Detached Bungalow £265,000
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Source: Rightmove, Google Maps, 2023

Highbridge Road, Sutton Coldfield, B73 5QU

6.28 Details of Highbridge Road can be seen below:

Table 6.19 - Highbridge Rd Asking Prices, Location and Photograph

Property Type

Asking Price (£)

4-bed detached

5-bed Semi detached

£299,999 - £310,000

£372,000 - £440,000

Source: Rightmove, Google Maps, 2023
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Martineau Drive, B32 2AR

6.29  Details for Martineau Drive are shown below:
Table 6.20 - Martineau Dr Asking Prices, Location and Photograph

Asking Price (£)

Property Type
2-bed Apartment £199,995
"
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Source: Rightmove, Google Maps, Zoopla, 2023

Penns Lane, Sutton Coldfield, B72 1BJ

6.30 Details are shown below, there are a total of 9no. dwellings in this development delivered by Owil

Homes.

Table 6.21 - Penns Lane Asking Values , Location and Dev. Plan

Property Type Asking Price (£)

4-bed Detached £682,500- £685,000

5-bed Detached £740,000
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Property Type Asking Price (£)
Penns Lane
et ’;rm | _Q
9
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i = -
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Source: Rightmove, Google Maps, Owl Homes 2023

Rectory Gardens, Sutton Coldfield, B75 7PD

6.31 Rectory Gardens is a 121no. dwelling development delivered by Miller Homes. Details are shown

below:

Table 6.22 - Rectory Gardens Asking Prices, Location and Dev. Plan

Property Type Asking Price (£)

2-bed Semi detached £299,999 - £310,000
3-bed Semi detached £372,000 - £440,000
4-bed Detached £565,000 - £670,000

Source: Google Maps, Rightmove, Miller Homes 2023
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Swan Courtyard, 2 Charles Edward Road, B26 1BU

6.32  Swan Courtyard is a gated community of 89no. apartments. Details can be shown below:

Table 6.23 - Swan Courtyard Asking Prices, Location and CGlI

Property Type Asking Price (£)
1-bed Apartment £152,250 - £197,875
2-bed Apartment £203,000 - £242,495

Source: Rightmove, Google Maps, 2023

The City Greens, Coventry Road, B26 3HB

6.33  See below for details regarding The City Greens.

Table 6.24 - The City Greens Asking Prices, Location and CGI

Property Type Asking Price (£)

1-Bed Apartment £160,134 - £221, 180
2-Bed Apartment £232,120 - £268,000
3-Bed Apartment £410,000 - £422,000

Source: Rightmove, Google Maps, 2023
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Hillwood Road, Four Oaks, Sutton Coldfield, B75 5QN

Table 6.25 - Hillwood Rd Asking Values, Location and Dev . Plan

6.34 Details of Hillwood Road are shown below:

Property Type

Asking Price (£)

5-bed Detached

£2,650,000 - £2,775,000

Source: Rightmove, Google Maps, Hillwood, 2023

Summary

6.35 Table 6.26 provides a summary of the range of asking values for different property values in the

Higher Value Zone.

Table 6.26 - Higher Value Zone Summary

Property Type Asking Price (£)
1-bed Flat £152,000 - £221,000
2-bed Flat £199,995 - £345,000

2-bed Semi Detached

3-bed Semi Detached

4-bed Detached

5-bed Semi Detached

5-bed Detached

Source: Rightmove 2023

OFFICI/

£265,000 - £310,000

£372,000 - £440,000

£299,999 - £685,000

£372,000 - £440,000

£740,000 - £2,900,000
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City Centre Core

6.36  The following section identifies new-build residential development within the city centre core.
Figure 6.1 - Location of New Build Developments  in the City Core

Q) Apex Lofts
©) Belgrave Village
Hamilton Apartments
o The Photographic Works
€ snow Hill Wharf
0 o [A) ) Water Street

% © The Gothic
Q) Treasure House
@) The Pressworks
) Legge Lane
) The Copperworks

637 Apex Lofts is a development of 80no. flatted wun

undercroft parking facilities.

Table 6.27 - Apex Lofts Asking Prices, Locationand  CGl

Property Type Asking Price (£)
1-bed Apartment £220,000 - £234,000
2-bed Apartment £293,000 - £320,000

o Aspindll
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Source: Rightmove, Google Maps, Centrick, 2023

Hamilton Apartments

6.38  Details are shown below for Hamilton Apartments located on 2 Spring Street:

Figure 6.2 - Hamilton Apartments Asking Prices, Location and CGl

Property Type Asking Price (£)
2-bed Apartment £260,000 - £265,000
g ¥

Source: Rightmove, Google Maps, 2023

The Photographic Works, Camden Street, B4 6LQ

6.39  Comprising of 48no. residential apartments and duplex units, details of The Photographic Works

are listed below.

Table 6.28 - The Photographic Works Asking Prices, Location and CaGl

Property Type Asking Price (£)

2-bed Apartment £279,950 - £299,950

S



3-bed Apartment

Residential Market Paper
Birmingham City Council
March 2024

£399,995 - £425,000

Source: Rightmove, Google Maps, BPN Architects, 2023

Snow Hill Wharf, B4 6LQ

6.40 Details of Snowhill Wharf are shown below:

Table 6.29 - Snowhill Wharf Asking Prices, Location and Dev. Plan

Property Type

Asking Price (£)

2-bed Apartment

3-bed Penthouse Apartment

£375,000 - £385,000

£570,000

Source: Rightmove, Berkeley Group, Google Maps, 2023

63-64 Water Lane, B3 1HN

6.41 Details of Water Lane are shown below.

Table 6.30 - Water Lane Asking Prices, Location and CGI

Property Type Asking Price (£)

3-bed Apartment £925,000 1 £1,075,000

e
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Source: Rightmove, Guild Property Professionals, 2023

The Gothic, Great Hampton Street, B18 6AQ

6.42  Details of The Gothic, by Cordia Blackswan are below:

Table 6.31 - The Gothic Asking Prices, Location and CGI

Property Type Asking Price (£)

1-bed Apartment £260,500
2-bed Apartment £396,500 - £580,000
3-bed Apartment £901,250

Source: Rightmove, Cordia Blackswan, 2023

Treasure House, Carver Street, B1 3ER

6.43 Details are shown below:

Table 6.32 - Treasure House Asking Prices, Location and CGI

S
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Property Type Asking Price (£)
2-bed Apartment £315,000
Source: Rightmove, 2023
St . Georgeds Urban Village, Tenby Street So

6.44 Details are shown below:

Table 6.33 - St. George's Urban Village Asking Prices, Location and CGI

Property Type Asking Price (£)

4-bed Terrace £499,950

Source: Rightmove, Google Maps, Premier Construction News, 2023

The Pressworks, Northwood Street, B3 1TU

6.45  The Pressworks is a 48no. units in the development. Details are shown below:

S
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Table 6.34 - The Pressworks Asking Prices, Location and CGI

Property Type Asking Price (£)

2-bed Apartment £315,000 - £500,000

Source: Rightmove, Google Maps, Savills, 2023

Legge Lane B1 3LD

6.46 Details are shown below:

Table 6.35- Legge Lane Asking Prices, Location and CGl

Property Type Asking Price (£)

2-bed Apartment £320,000 - £345,000
3-bed Apartment £399,500
3-bed Terrace £625,000 - £850,000

Source: Rightmove, Google Maps, PMP Consultants, 2023

The Copperworks, 46 Camden Street, B1 3DP

6.47  Details of the Copperworks are shown below.
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Table 6.36 - The Copperworks Asking Prices, Location and CGI

Property Type Asking Price (£)

2-bed Apartment £315,000 - £485,000
3-bed Apartment £575,000
3-bed Terrace £475,000
4-bed Terrace £575,000 - £595,000

Source: Rightmove, 2023

Summary

6.48 Table 6.37 provides a summary of the range of asking values for different property values in the
City Core Value Zone.

Table 6.37 - City Core Asking Prices Summary

Property Type Asking Price (£) Average
1-bed Flat £220,00 - £260,500 £233,688
2-bed Flat £279,950 - £580,000 £359,726
3-bed Flat £399,500 - £1,075,000 £775,150

Source: Rightmove 2022

6.49  Note again that the wide range in asking prices reflects the range in unit sizes and specifications
(as well as specific locations and aspects). It is also interesting to note that the majority of the

developmentsare4-5 st orey typol ogi ersi saes6 odpepvoesleodp nteon tésh.i g h
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7.1

7.2

7.3

7.4

Resi denti al

Val ue

Our value assumptions have had regard to both new-build achieved values, second-hand sales

values and asking prices.

The achieved values provide a benchmark for the assumptions whilst the asking prices allow us

to 6sense

t he askin

checké

g prices

our assumptions.

arenot

al ways ac

We ar e mi

hi eved.

For the purposes of our area wide viability assessment, we have applied the following values and

floor areas within our financial appraisals.

Table 7.1 - Absolute Market Value Assumptions (E)

Property
type

1 Bed Flat
2 Bed Flat
1 Bed
House

2 Bed
House

3 Bed
House

4 Bed
House

5 Bed
House

Lower Value
Zone

£115,000
£165,000

£180,000
£285,000
£375,000

£400,000

Medium Value
Zone

£150,000
£200,000

£250,000
£365,000
£425,000

£475,000

Higher Value
Zone

£185,000
£265,000

£325,000
£415,000
£525,000

£580,000

Source: AspinallVerdi 231016 Residential Market Research_v1

Table 7.2 - £ psm Value Assumptions

Property Lower Value
type Zone
1 Bed Flat £2,300
2 Bed Flat £2,357
1 Bed -
House
2 Bed £2,278
House
3 Bed £3,000
House
4 Bed £3,125
House
5 Bed £2,857
House
Source:Aspinall Ver di

Medium Value
Zone

£3,000
£2,857

£3,165
£3,842
£3,542
£3,393

0231016

Higher Value
Zone

£3,700
£3,786

£4,114
£4,368
£4,375
£4,143

Resi dent

Core Zone

£220,000
£305,000

Core Zone

£4,400
£4,357

i al Mar ket

AspinallVerdi in discussions with Birmingham City Council at the inception of this update study

considered the inclusion of an inner-city zone i the City Centre Core i as its value zone. To do

OFFICI/

72

Aspinall

Assumptions
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this we have sectioned off and analysed all comparable evidence that falls within the city centre
ring road. This has been named City Centre Core (Zone 4).

7.5 We consider the inclusion of this extra zone atop the already existing zones to be a prudent
decision, as this will allow us to analyse comparables that form part of the urban core where
constraints such as high existing use values for previously developed, brownfield land may have
an upward influence on value expectations. Where there has been an absence of data, it has

required us to refer to our previously agreed values as a starting point.

7.6 As shown previously in this market paper the value zones within Birmingham achieve a wide
range of values. The asking price analysis in section 6 of our report has shown that there is a
range of house types and tenures being delivered within Birmingham and surrounding areas but
with such a large and diverse population this is to be expected within a major city. It can be
argued that where a development is situated and benefits from superior environs and amenities,

then there may be a premium over comparable developments nearby.

7.7 Most developers benefit from varying levels of economies of scale and the specification of their
product is typically tailored to a specific target market. Some developments are even of a scale
where they benefit from a ¢6pl aregainmaxkd landtd defivere mi u m

communal facilities such as open green space and child play facilities.

7.8 Developers in some cases exclusively deliver executive homes or luxury family homes which
typically achieve a premium over the standard volume housebuilder stock, however, these are
not typically representative of the wider new-build market and are often discounted or take less

precedence in our analysis.

Garage Assumptions

7.9 We have made the following assumptions with respect to garages in the value zones, ascertained

using the asking prices and the garages listed in section 6.

Table 7.3 - New Build Garage Assumptions

Property Type Higher Value Zone Medium Value Zone Lower Value Zone

3- Bed House 50% 50% 25%
4- Bed House 100% 100% 50%
5- Bed House 100% 100% 50%

Source: AspinallVerdi, 2023
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8.1

8.2

8.3

Build toCRemihg

This section looks into the Build-To-Rent (BtR) market in Birmingham. BtR is in effect its own
asset class and is a subsidiary of the wider private rented sector which includes private landlords,
and institutional and large corporate investors. This section refers to evidence from the rented
sector in general, where information is specifically related to BtR we explicitly state this.

The private-rented sector (PRS) began to grow as a sector before the credit crunch from 2002 i
driven by the proliferation of buy-to-let mortgages and rising house prices in relation to earnings.
In 2010 the mortgage market remained under half of the levels seen prior to the credit crunch’
and more recently the mortgage affordability regulations (April 2014) have contained the supply
of mortgage finance. Many lenders reserved their best mortgage interest rates for applicants who
could provide 25% of the purchase price as a deposit which for the average first-time purchaser
equated to over £30,000. This was much higher than the average full-time salary. It was thought

that approximately 80% of first-time buyers were dependent upon parental contributions.

Consequently, people had to make alternative housing choices including - living with parents and
long-term PRS. This trend was expected to continue and a report by Joseph Rowntree® examined
what the housing market may look like in 2040. It projected that private renting was to grow to
house a fifth of the population in England by 2040, with social renting declining to house one in
ten.

National Context

8.4

8.5

8.6

Savills have published their latest market update (July 2023) which reports the current state of
the BtR market along with the level of momentum, areas where the sector is performing strongly,

investment and rental growth.

The report headlines that rising wages are supporting rental growth as supply-side challenges
persist, annual growth for new lets has been over 10% for 16 consecutive months, pressing the

need for supply.

Savills have reported the second quarter of 2023 saw 18no. deals transacting, a marked
improvement from earlier in the year. Additionally, the underlying fundamentals of the sector
remain strong and continue to attract investment. Multifamily, making up c. 58% of investment
over this period, saw major transactions e.g., the forward fund of Lower Essex Square,
Birmingham between Aspley House Capital/ Galliard Homes and OutPost Management/
Blackrock. Investment picked up in Q2 with £1.26 billion deployed, bringing the half-year total to
£2.1bn, as seen in Figure 8.1.

7 HCA (March 2010) Meeting the Challenge: Market Analysis
8 Joseph Rowntree (2014) What will the housing market look like in 2040?
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8.7

8.8

8.9

Figure 8.171 Savills UK Build to Rent Investment  Volumes (£)
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Source: Savills, 2023

Investment volumes (Em)

Despite the level of investment, Savills report update shows that although 88,100 BtR homes
have been completed, a further 11,800 homes are in the planning pipeline, including those in the
pre-application stage. The total size of the sector is 253,400 homes. Additionally, as we face
tougher economic conditions, delivery of individual houses offers diversification of investment
strategy and unit-by-unit handovers meaning operations can often commence faster than larger

apartment blocks which have longer delivery timescales.

Cushman and Wakefield in the Q2 2023 report for BtR report that the UK (excluding London) has
seen 9.7% growth in rents over the last 12 months, making the average rent £1,027 pcm as of
June 2023. The demand continues to outweigh supply and pressures facilitating growth will cause

for rising costs to be absorbed.

Additionally, there has been a slowdown in the delivery of new homes, in Q1 2023, annual new
homes planning permissions were down 11% on last year, saying that developers are deterred
due to a weaker economic environment as well as ongoing changes to the planning system. BtR
units are up 9% on last year, yet despite the increase, BtR only makes up c. 1.6% of the PRS

market.

Birmingham Rental Market - Asking Values

8.10

Table 8.1 summarises the asking values achieved by different rental properties within

Birmingham. In our research, we recorded 142no. rental properties on the market.

; Aspinall



8.11

8.12

Table 8.17 Birmingham Apartments - Asking Rents pcm (£)

Property Type No. of units to let £ pcm Range £ pcm Average
1-Bed Flat 58 £650-1,799 £1,012
2-Bed Flat 84 £795-2,700 £1,346

Sour ce: As pillb BTRIAWadysisdvi0.1 6 2 3

Our search identified the majority of the rental apartments within the city core and the immediately
surrounding areas, including Digbeth and the Jewellery Quarter. Due to the density of the listings
being focused within the centre, and most of the BTR development also taking place in the centre,
we have not evaluated build to rent properties across the value zones. There has been very
limited build to rent development outside the city centre.

This data shows that 2-bed flatted units are the most common within the rental market, followed
by 1-bed flats, with very few 3-bed flats available.

ONS Rental Data

8.13  We have used the Private Rental market summary statistics from ONS as a benchmark for our
build to rent value assumptions for 2023. This provides the median monthly rental prices for the
private market using data from the Valuation Office Agency to calculate the rental figure. The
summary of values for Birmingham are summarised in Table 8.2.

Table 8.2 - Birmingham ONS Median Rents (£ pcm)
Bedrooms Median rent
One Bed £700 pcm
Two Bed £800 pcm
Three Bed £880 pcm
Four Bed + £1,300 pcm

Source: ONS, 2023

8.14  The bedrooms above, according to the ONS, fall into non-self-contained single rooms with shared
facilities, single rooms in a house/flat share and single rooms rented from a resident landlord.
They may also be self-contained properties including houses, bungalows and flats.

BTR Yields

8.15  We have reviewed the current market yields from a range of national agencies as set out below.
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816 Kni ght Frankds August Prime Yield Guide 2023

summarised in Table 8.3.

Table 8.3 - Knight Frank BTR Yields 202 3

City Yield
Zone 3-4 London Prime 3.90%
Tier 1 Regional Cities 4.20%
Tier 2 Regional Cities 4.50%
Regional i Single family housing 4.25%+

Source: Knight Frank, 2023
8.17  Table 8.4 shows the BtR yields from CBRE UK Residential Investment Figures Q2 2023.

Table 8.4 - CBRE BTR Yields 202 3

City Yield
London Zone 2 3.60%
London Zones 3 -6 3.75%
Other Regional Centres 4.50%

Source: CBRE, 2023

8.18  The market shows that the increase in house prices has pushed people towards renting, resulting
in a fall in rental stock. With the addition of affordability constraints, BtR is expected to be more
attractive for investment which naturally increases competition in the market, causing yields to

compress.

819 Londonbés |l ower yield is a reflection of the qual
however prime regional yields are on a downward trajectory as investors take advantage of
growing quality stock in cities such as Birmingham and realise the demand post-covid of space

out of the capital.

8.20 Investment yields are difficult to determine in the Build to Rent sector. Yields vary significantly by
location, the quality of the stock and particularly the management approach. The landlord will be
responsible for a number of costs including the operating costs and market risk. The latter has a
significant impact on the net operating income (net rent). Prospects of rental growth and wider
factors such as financing costs and regulatory risks also need to be reflected in the investment

yield applied.

8.21  With the above in mind, we would capitalise the net rental income by a yield of 5% in the high

value zone, 6.5% in the medium value zone and 8% in low value zone.
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Co-Living

8.22  There is no standard definition of co-living or large-scale shared accommodation. Generally, co-
living refers to large scale purpose-built or converted managed developments for singles or
couples without children that include a combination of small private living accommodation, that
can comprise a mix of -ptybvatel atediakbongdi del oe

areas and other amenities.

8.23  Co-living is relatively new to the UK; schemes are mainly focussed in London but are emerging
in Birmingham and other large cities. The concept was originally developed in response to the
affordability challenges faced by workers on below average salaries in some large American and
European cities. They therefore provide a housing option for young professionals or recent
graduates, singles or couples without children who cannot or choose not to live in self-contained
homes or houses in multiple occupation. They are an intermediate and short-term form of
accommodation with shorter tenancies usually between 3 to 6 months (or on a rolling basis with

a minimum term of 3 months).

8.24  The Large-Scale Shared Accommodation Supplementary Planning Document for Birmingham
(April 2022) defines co living as large scale shared residential accommodation of generally at
least 50 units. The units tend to be smaller living spaces in the form of studios or cluster flats with
access to a range of services and communal facilities. Co-living functions in a similar way to

Purpose-Built Student Accommaodation.

8.25 The Large-Scale Shared Accommodation Supplementary Planning Document (April 2022)
highlights that the floorspace of co-living studios and private rooms are typically much lower than
the Nationally Described Space Standard (NDSS) that apply to C3 Use Class dwellings, so it is
important to be clear what features of co-living are regarded as essential to the definition. Co-

living schemes will have all of the following essential facilities:

Communal kitchen
Other indoor communal space (e.g. dining room, lounge)
Outdoor communal amenity space (garden and/or roof terrace)

Laundry and drying facilities

= =4 =4 =4 =4

A concierge

1 A management regime for cleaning, maintenance, and security
8.26  The presence of the following facilities will help to confirm co-living uses:

Communal workspace
Recreational space (e.g. games room, cinema / screening room)

1
1
1  On site gym or exercise studio
1

Bed linen changing and/ or room cleaning services.
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8.27  The Table below outlines a number of co-living schemes that have recently been approved or
gone to planning in cities outside of London, as there are currently no schemes that have been

delivered in Birmingham.
Table 8.5 - Co-Living Schemes outside of London

Scheme LPA no  Average Internal
units  Unit Size communal

amenity space

per bed (sgm

Fitzwilliam Street Sheffield 395 19.00 1.48
St Peterds Terr Bath 155 23.50 2.26
Gladstone Road Exeter 134 24.73 2.7
Exeter Harlequins, The Exeter 259 19.63 0.35

Harlequin Centre, Paul Street,
Exeter, Devon, EX4 3TT

Echo Street Manchester 405 25.75 2.43
First Street Manchester 875 23.00 2.07
Union T2 Manchester 186 25.50 4.26
Unity Street Bristol 100 25.45 5.95
New Bird Street Liverpool 379 34.55 4.21

Source: Aspinallverdi, 2024

8.28  Across the above schemes, the average number of co-living units is 321 and the average unit

sizes are 25 sgm.

8.29 At present we are aware of 2no. co-living schemes in Birmingham that have recently gone to

planning or achieved planning permission, these are:

1 Richmond House - 84 Newhall Street Birmingham B3 1PB (2023/05111/PA), which is
comprised of 150 co-living units. We note that this site has recently been granted planning
permission (March 2024).

1 10 Carver Street Jewellery Quarter Birmingham B1 3AS (2023/07036/PA)

BtR and Co-living Value Assumptions

8.30  Our BtR Value Assumptions are shown in Table 8.6.

8.31 We have used the ONS data as a benchmark and had regard to the asking rents we have collated
to sense check our assumptions, uplifting where necessary with consideration given to the
property types and their location across the zones for an appropriate uplift / reduction where
necessary.
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Table 8.6 - Built to Rent Value Assumptions

Higher Medium Value Lower Value City Centre
Value Zone Zone Core
Zone
Co-living cluster £1,150
(E pcm)
1-Bed rent (£ pcm) £1050 £900 £600 £1,250
2-Bed rent (£ pcm) £1450 £1225 £900 £1,750
3-Bed Rent (£ £1600 £1400 £1125 £2,150
pcm)
Management 25% 25% 25% 25%
costs (%)
(Leakage)
Yield (%) 5% 6.5% 8% 4.5%

Source: AspinallVerdi@3 0911 Asking Prices New Build Develop!

Leakage

8.32 These are the headline rents. The landlord has various ongoing management revenue costs
which must be deducted from the headline rent and form part of our appraisal model. In this
respect, we have allowed a25% deducti on for | eakage. This incl

marketing, maintenance, void and capital sinking fund costs, as wel|l as Birmingh
licencing cost.
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9 Purpose Built StudemBtSAAccommod

9.1 This section of the report sets out our initial assumptions in relation to the costs and values for

the Purpose-Built Student Accommodation (PBSA) typologies to be appraised.

Market Overview

9.2 The CBRE UK Real Estate Market Outlook 2024 notes that, with the UK student population
currently at its highest ever level, PBSA demand is set to remain strong in 2024. This will also be
underpinned by broader demographic trends. The Office for National Statistics forecasts that the

population of 18-year-olds in England will increase by another 5%, or 30,000 people, in 2024.

9.3 It is also highlighted that falling A-level grades and tighter entry requirements will continue to
drive an increase in the number of students attending lower and medium tariff universities. This

will result in additional demand for PBSA where these universities are located.

Figure 9.1 - Full Time Student Population, UK

Source: CBRE UK Real Estate Market Outlook, 2024

9.4 Challenges in the private rented sector will also place upward demand pressure on PBSA in
2024. CBRE&6s research highlights that an esti mat
sold in recent years. This will contribute to a shortage of Houses for Multiple Occupation (HMO),

which form a key accommodation option for many students.
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