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Introduction

Purpose

The Town and Country Planning (Scotland) Act 1997 requires local and
strategic planning authorities to plan for land use in their area, including the
allocation of land for housing. The Housing (Scotland) Act 2001 places a
responsibility on local authorities to prepare a Local Housing Strategy
supported by an assessment of housing need and demand and the provision
of related services. The Housing Need and Demand Assessment (HNDA)
provides a common evidence base to enable these statutory obligations for
Aberdeen City and Shire local authority areas to be met.

The HNDA will be regularly updated and monitored with a full review on a five
year cycle. This HNDA replaces the previous Assessment prepared for the
area in 2010, and updated in 2011.

The Scottish Government 6s HNDA Practiti
HNDAS to inform:

A Housing Supply Target
A Stock management
A Housing investment
A Specialist provision

The HNDA for Aberdeen City and Aberdeenshire aligns closely to the structure
and good practice set out in the Practit

Structure and Governance

The HNDA has been agreed by the Housing Market Partnership (HMP). This
group comprises lead officers for housing and planning from Aberdeen City
Council, Aberdeenshire Councils and the Aberdeen City and Shire Strategic
Development Planning Authority.

Following agreement by the HMP, the HNDA is to be approved for submission
to the Scottish Governmentodés Centre for
their consideration.

The Scottish Government6s Depart ment f o
Appeals (DPEA) has previously commented that, where the CHMA has
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confirmed that an HNDA is robust and credible, the approach used will not
normally be considered further at a Development Plan Examination.

A Project Steering Group has managed the production of the HNDA. This
group comprised officers for housing, planning, information and research from
both Aberdeen City and Aberdeenshire Councils as well as representation
from the Aberdeen City and Shire Strategic Development Planning Authority.
The Cairngorms National Park Authority (CNPA) were involved at an early
stage to ensure that their interests were represented. It was agreed that they
would be kept informed of progress with the project and that an appendix
would be developed to provide any key and relevant information
disaggregated to the Aberdeenshire boundary of the park authority (refer to
appendix 1). This was important to ensure that the Park Authority is able to
collate information from the four HNDAs produced covering part of their area.

Working groups were set up for each chapter in the HNDA: Key Housing
Market Drivers, Housing Stock Profile and Pressures, Estimating Housing
Need and Demand, Specialist Provision. These were made up of officers from
both councils and the SDPA as appropriate.

In the interests of partnership working and wider engagement, an Engagement
Group was established. This group consisted of a wide range of partners from
the public, registered social landlords (RSLs), housebuilding and financial
sectors. Full membership lists and minutes of meetings for this and the other
groups listed above can be seen in appendix 4.



Figure 1. Organisational Structure

Housing Market Partnership E“%‘r%?l"p‘e“t

Project Steering Group

Key Housing Housing Stock Esli_maling Specialist
Market Drivers Profile Housing Need Provision
and Demand

1.11 In addition, the HNDA was a standing item on the agendas of the
Aberdeenshire Housing Strategy Group and the Aberdeen City and
Aberdeenshire Affordable Housing Forums during 2015 and 2016 to both
update partners and allow them to feed into the development of the
assessment.

Housing Market Areas

1.12  Scottish Planning Policy (2014, para 111) defines a Housing Market Area
(HMA) as a fAgeographical area where the d
containedo. The HNDA identifies two hi
Aberdeen City and Shire area: the Aberdeen Housing Market Area (AHMA)
and the Rural Housing Market Area (RHMA). The existing housing market
areas were reviewed in August 2015. It was found that there were no
significant changes in travel-to-work areas or housing market activity to justify
any change in the boundary between the two housing market areas. Therefore
the Project Steering Group agreed to retain the existing areas. A copy of the
review, its methodology and findings can be found in appendix 2.
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Quality Assurance

1.13 The HNDA has adhered to quality assurance principles to ensure that the
findings have been reached transparently using clear methodologies.
Wherever possible official and recognised data sources have been used. Any
local data have been checked and cleaned to the satisfaction of the HMP.
Where there is a number of competing sources of data, triangulation has taken
place to ensure that only the most credible data are used in the HNDA. Any
non-prescribed sources from the HNDA practitioner guidance have been
triangulated or justified where possible.
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2.2

2.3

2.4

Key Housing Market Drivers

The purpose of this chapter is to analyse demographic trends, affordability
trends and wider economic trends. These trends are reviewed where
appropriate and available from 2001 to 2017.

Demographic Trends

Nati onal Records of Scotlandés ( NRS)

2015. Table 2.1 shows that the population of Aberdeen City and
Aberdeenshire in 2016 was 492,030, which was 53,180 more than in 2001.
This is equivalent to an increase of 12.1%, which is a higher rate of growth
than for Scotland as a whole, which saw an increase of 6.7% over the same
period.

In the Aberdeen Housing Market Area (HMA), the population increased by
13.1% while in the Rural HMA the increase was smaller at 9.7%. At present,
71% of the population of Aberdeen City and Shire live in the Aberdeen HMA
and 29% lives in the Rural HMA. This proportion has barely changed since
2001.

%
2001 2016 | Change | Change

Aberdeen City 211,910 229,840 | 17,930 8.5%
Aberdeenshire 226,940 262,190 | 35,250 15.5%
Aberdeen City and

Shire 438,850 492,030 | 53,180 12.1%
Aberdeen HMA 309,461 350,080 | 40,619 13.1%
Rural HMA 129,389 141,950 | 12,561 9.7%
CNP (Aberdeenshire) 3,130 3,040 -90 -2.9%
Aberdeenshire (excl

CNP) 223,810 259,150 | 35,340 15.8%
Aberdeen City and

Shire (excl CNP) 435,720 488,990 | 53,270 12.2%
Rural HMA (excl CNP) 126,259 138,910 | 12,651 10.0%
Scotland 5,064,200 5,404,700 | 340,500 6.7%

Source: National Records of Scotland Mid-Year Population Estimates (2017)

Population growth has been significantly higher in Aberdeenshire than in
Aberdeen City. However, the Aberdeen HMA population has increased by
more than the Rural HMA, evidencing the fact that population growth in
Aberdeenshire has been strongest in areas close to the city.

10
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Figure 3 shows that since 2001 Aberdeen City and Aberdeenshire has
experienced strong annual population growth. In the early part of this period
the population in Aberdeen City fell whilst that in Aberdeenshire increased.
From 2004 to 2015 the population has increased in both Council areas. As
discussed in 2.11-2.16, this has been largely driven by a sharp rise in net
inward migration.

Figure 3: Annual change in Aberdeen City and Shire population 2000 to
2016
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Source: NRS Mid-year Population Estimates (revised following the National Records of
Scotland: 2011 census (2016))

It is important to note, however, that the estimated population of the area fell
during 2015/16 (the most up-to-date available), the first time this had
happened since 2000/01.
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16- 25- 30- 35- | 45- | 55- | 65-
All Ages 0-15 | 24 29 34 44 54 64 74 75+

Aberdeen City 229,840 | 15% | 13% | 11% 9% | 13% | 13% | 11% 8% 7%
Aberdeenshire 262,190 | 19% | 10% 5% 6% | 13% | 16% | 13% | 11% 8%
Aberdeen City and

Aberdeenshire 492,030 | 17% | 11% 8% 7% | 13% | 14% | 12% 9% 7%
Aberdeen HMA 350,080 | 16% | 12% 9% 8% | 14% | 14% | 12% 9% 7%
Rural HMA (incl CNP) 141,950 | 18% | 10% 5% 6% | 12% | 16% | 13% | 11% 8%
CNP (Aberdeenshire) 3,040 | 13% 9% | 4% | 4% | 10% | 16% | 16% | 15% | 12%
Aberdeenshire (excl

CNP) 259,150 | 19% | 10% 5% 6% | 13% | 16% | 13% | 11% 8%
Aberdeen City and

Shire (excl CNP) 488,990 | 17% | 11% 8% 7% | 13% | 14% | 12% 9% 7%
Rural HMA (excl CNP) 138,910 | 18% | 10% 5% 6% | 12% | 16% | 13% | 11% 8%
Scotland 5,404,700 | 17% | 11% 7% 7% | 12% | 15% | 13% | 10% 8%

Source: National Records of Scotland (2017)

% Change 2001 - | All 16- 25- 30- 35- 45- 55- 65-
2016 | Ages | 0-15 | 24 29 34 44 54 64 74 75+

Aberdeen City 8% | -1% 0% | 46% | 18% | -4% 5% | 26% 6% 9%
Aberdeenshire 16% 3% | 16% | 18% | -4% | -6% | 17% | 40% | 55% | 37%
Aberdeen City and

Aberdeenshire 12% 1% 7% | 35% 7% 5% | 11% | 34% | 31% | 23%
Aberdeen HMA 13% 3% 4% | 41% | 16% | -2% 9% | 37% | 25% | 22%
Rural HMA incl CNP 10% | -4% | 16% | 15% | -14% | -12% | 17% | 28% | 42% | 24%
Scotland 7% | -6% 7% | 19% | -8% | -15% | 16% | 26% | 25% | 23%

Source: National Records of Scotland (2017)

2.7 As shown in Table 2, the age structure of Aberdeen City and Aberdeenshire
is broadly similar to that of Scotland.

2.8 Aberdeen City and Aberdeenshire have experienced different changes in the
age structure of their population between 2001 and 2016. Most noticeably
Aberdeen City experienced a growth rate of 31.9% in its 25-34 age group
compared to 5.5% in Aberdeenshire. Aberdeenshire experienced almost
three times the growth rate of Aberdeen City in its 55+ population.
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Figure 4 Projected percentage growth rates in different age groups
2014-39
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Source: National Records of Scotland (2017)

Working age and pensionable age and over, estimated from State Pension Age. As set out in the 2014 Pensions
Act, between 2014 and 2018, the state pension age will rise from 62 to 65 for women. Then between 2019 and
2020, it will rise from 65 years to 66 years for both men and women. A further rise in state pension age to 67 will
take place between 2026 and 2028. Between 2044 and 2046, state pension age will increase from 67 to 68. The
UK Government plan to review state pension age every five years in line with life expectancy and other factors.

Population Projections

2.9 The NRS population projections are 2014-based. Projections are not a
prediction of what will happen in the future but express what would happen
based on a range of assumptions i and are heavily reliant on past trends. A
range of scenarios are produced by NRS but for simplicity most of the analysis
bel ow wi | | be based on the O6Principal é p

2.10  Over the next 25 years from 2014 to 2039, Aberdeen City and Aberdeenshire
are both projected to have significant population increases above the overall
Scottish growth rate. The projected growth rate for Aberdeen City and
Aberdeenshire overall is 18%. To put this into context, the growth rate over
the last 25 years (1989-2014) for Aberdeen City and Shire was 16%.

2.11 Not all age groups are projected to grow at the same rate. Figure 4 shows
the differences between different age groups. Broadly speaking, growth in the
under 15 population is much stronger in Aberdeen City whilst growth in the
65+ population is stronger in Aberdeenshire.
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Migration

2.12  Until 2015/16, net migration into Aberdeen City and Aberdeenshire had been
positive for every year since 2004/05, as it has been for Scotland as a whole.

Figure 5: Net migration, Aberdeen City and Aberdeenshire 2001-2016

3,500
3,000
2,500
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1,500
1,000
500 I
0
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© © © O © © O o © o o
-5OOE o © © O O O B P B B P
& a4 2 J Q © Q@ k=2 N W »
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-1,500

W Aberdeen City mAberdeenshire

Source: National Records of Scotland (2017)

2.13  However, during 2015/16 there was a net out-migration in both Aberdeen City
and Aberdeenshire, a loss of 1,323 people.

2.14  Table 4 shows migration flows for Aberdeen City and Aberdeenshire for 2015-
16.

1 Both councils saw a net outmigration of population over the year, with a net
outflow in Aberdeen City (-969) and Aberdeenshire (-354).

1 Net migration was positive in relation to the rest of the world but was
negative in relation to both the rest of Scotland and the rest of the UK.
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1 Net migration from the rest of the world was particularly significant for

Aberdeen City.

In-migration
within
Total Scotland Rest of UK | Overseas
Aberdeen City 12305 6177 1971 4157
Aberdeenshire 8157 5935 1244 978
Out-migration
within
Total Scotland Rest of UK | Overseas
Aberdeen City 13274 8841 2750 1683
Aberdeenshire 8511 6003 1846 662
Net-migration
within
Total Scotland Rest of UK | Overseas
Aberdeen City -969 -2664 -779 2474
Aberdeenshire -354 -68 -602 316

Source: National Records of Scotland (2017)

2.15 Looking more closely at NRS estimates of the migrants that moved within

Scotland during 2015-16:

1 Of the 8,841 migrants that moved away from Aberdeen City and stayed
within Scotland, 41% moved to Aberdeenshire (3,596). Edinburgh and
Glasgow together accounted for another 23% of the outward moves, with
Highland, Angus and Fife being the next favourite destinations.

1 Of the 6,003 migrants that moved away from Aberdeenshire but stayed
within Scotland, 39% moved to Aberdeen City (2,349). Angus and Moray

15



2.16

2.17

together accounted for another 16% of outward moves, with Edinburgh,
Glasgow and Highland being the next favourite destinations.

1 Of the 6,177 migrants that came to Aberdeen City from elsewhere in
Scotland, 38% came from Aberdeenshire (2,349). People moved from all
areas into Aberdeen, with the next highest numbers coming from Edinburgh
(10%), Glasgow (7%) and Highland (6%).

1 Of the 5,935 migrants that moved to Aberdeenshire from elsewhere in
Scotland, 59% came from Aberdeen City (3,596). People moved from all
areas into Aberdeenshire, with the next highest numbers coming from
Angus (5%), Moray (5%), Highland (4%) and Edinburgh (3%).

Between 2001 and 2014, there have been fluctuations from year to year in the
numbers moving from Aberdeen City to Aberdeenshire and vice versa, but
there has been no substantive change in the pattern of flows. On average,
around 3,500 people moved to Aberdeenshire from Aberdeen City each year
with around 2,200 people moving in the other direction from Aberdeenshire to
Aberdeen. Over the same period there was a net outmigration of 17,970
people from Aberdeen City to Aberdeenshire, an average of 1,380 people
each year. For the last four years, however, the number of people moving into
Aberdeenshire from Aberdeen has been steadily increasing and in 2013/14
rose to over 4,000 for the first time.

The National Records of Scotland: 2011 census (2016) records the numbers
of wholly moving households. This term refers to households where all
members had moved from one address to another in the year before the
Census.

1 For Aberdeen City, more households with dependent children moved into
the area than moved out, 843 compared to 804. There was a greater net
effect from households without dependent children, with 4,142 moving in
whilst 2,318 moved out.

1 Aberdeenshire also experienced net growth from wholly moving households
with dependent children, but the effect was much stronger with 1,047
households with dependent children moving into the area compared to 502
who left. However it had a net loss of households without dependent
children; 2,180 such households left whilst 1,931 moved in.

16



Migrant Workers

2.18 The number of National Insurance Number (NINo) registrations to overseas
workers in Aberdeen City and Shire between 2002/03 and 2014/15 is
summarised in Figure 6. These figures reinforce NRS estimates that Aberdeen
City has experienced much higher rates of in-migration from individuals
coming from abroad than Aberdeenshire. They also show the sharp increase
in net in-migration that occurred subsequent to the 2004 enlargement of the
European Union (EU) following the accession of A8 and A2 countries? to the
EU.

Figure 6 National Insurance Registrations to Migrant Workers 2002-2017
(financial years)
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Source: DWP (2016)

2.19 The latest figures indicate that between 2002 and 2015, 67,220 migrant
workers resident in Aberdeen City and Shire were allocated a National
Insurance number? of whom:

1 44,680 (75%) resided in Aberdeen City and 15,040 (25%) in
Aberdeenshire.

1 35,120 (52%) originated from the 132 EU accession countries, including
18,250 from Poland.

1 A8 = Czech Republic, Estonia, Hungary, Latvia, Lithuania, Poland, Slovakia and Slovenia. A2 = Bulgaria and Romania.

2 Note that National Insurance Number registration statistics are helpful in giving the current location of applicants but cannot
tell us if people then move to a different area once the number has been issued.
% Includes Cyprus, Malta and Croatia
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2.21

1 12,130 (18%) originated from other EU countries, particularly the Republic
of Ireland, France, Germany and Spain. In the last four years the number
of migrants from Spain, Portugal and Italy has noticeably increased.

1 61% of migrants from the EU accession countries registered in Aberdeen
City as did 85% of those from EU15 countries.

1 80% were under 35 years of age at the point of registration, including 39%
who were under 25 years.

The National Records of Scotland: 2011 census (2016) is the most
comprehensive source of information on ethnicity. shows that in
2011 21,939 people from a non-white ethnic background lived in the Aberdeen
City and Aberdeenshire Area. This equated to 4.6% of the population, slightly
above the comparable rate of 4.0% for Scotland.

In 2011, as in 2001, around 80% of residents from a non-white ethnic minority
who lived in Aberdeen City and Aberdeenshire, lived in Aberdeen City,
reflecting a much greater inflow of people from non-white ethnic minority
backgrounds into the City. The largest non-white ethnic minority group, in
both Aberdeen City and Aberdeenshire, comprised people who described
their ethnic group as Asian, Asian Scottish or Asian British.

% of
Number | population

White ethnic groups 204,715 91.9%

Aberdeen City | All other ethnic groups 18,078 8.1%
All People 222,793

White ethnic groups 249,112 98.5%

Aberdeenshire | All other ethnic groups 3,861 1.5%
All People 252,973

Aberdeen City | White ethnic groups 453,827 95.4%

and All other ethnic groups 21,939 4.6%
Aberdeenshire | All People 475,766

Aberdeen White ethnic groups 316,485 93.9%

HMA All other ethnic groups 20,442 6.1%
All People 336,927

White ethnic groups 137,342 98.9%

Rural HMA | All other ethnic groups 1,497 1.1%
All People 138,839
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White ethnic groups 5,084,407 96.0%
Scotland All other ethnic groups 210,996 4.0%
All People 5,295,403

Source: National Records of Scotland: 2011 census (2016) (Table KS201SC)
Table includes CNP data

2.22  There has also been considerable growth in non-British white ethnic groups
throughout Aberdeen City and Aberdeenshire, largely as a result of
immigration from the EU Accession States. In particular 2.1% of the
popul ation describes itseltf as OWhi
Again they are more strongly represented in Aberdeen City than in
Aberdeenshire overall, but there are some settlements in Aberdeenshire,
particularly in the north, where they form a proportionately larger group than
in the City.*

2.23  Since 2001, the numbers of households in Aberdeen City and Aberdeenshire
have increased at a faster rate than for Scotland as a whole. 213,688
households lived in the area in 2014, 14% more than in 2001. In Scotland the
increase was 10%.

2.24  The rate of growth in the numbers of households in Aberdeen City has been
much less than in Aberdeenshire and is a little lower than in Scotland overall.
Aberdeenshirebas popudadaednAber de ebut
only since 2010 have there been more households in Aberdeenshire than in

the city.
Percentage
2001 2016 | Change change 2001
2001 - 16 - 16

Aberdeen City 96,948 106,749 9,801 10.1%
Aberdeenshire 90,887 110,296 19,409 21.4%
Aberdeen City and

Aberdeenshire 187,835 217,045 29,210 15.6%
Scotland 2,194,564 | 2,451,869 257,305 11.7%

Source: NRS Estimates of Households and Dwellings in Scotland, 2016

4 Fraserburgh, Banff and Turriff have a greater proportion of White:Polish people than Aberdeen City
and Peterhead and Fraserburgh have a greater proportion of people in the White:Other grouping.
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%
2001 2016 | Change | Change
Aberdeen City 105,030 115,080 | 10,050 9.6%
Aberdeenshire 97,014 116,421 | 19,407 20.0%
Aberdeen City and
Aberdeenshire 202,044 231,501 | 29,457 14.6%
Scotland 2,320,642 | 2,575,667 | 255,025 11.0%

Source: NRS Estimates of Households and Dwellings in Scotland, 2016

2.25 In 2011 the composition of households living in Aberdeen City and
Aberdeenshire was broadly comparable to that of Scotland, although the
former had a slightly higher proportion of couples, including couples with
dependent children. This position had not changed significantly since 2001.

2.26 There were however noticeable difference between the two authorities.
Relative to Aberdeen City and Scotland, in Aberdeenshire there were high
proportions of couples, including couples with dependent children, and low
proportions of single adult households. Although the numbers have changed,
the overall pattern of household structure remains similar to that of 2001.

Aberdeen City
Hm:)s/re)gold Ab(éri?yeen Aberdeenshire and Abﬁmﬁen E'lljvrlzl Scotland
Aberdeenshire
Single Adult 27% 15% 21% 23% 15% 22%
Aged < 65
Single Adult 11% 12% 12% 11% 13% 13%
Aged 65+
Couple, No
Children 19% 30% 20% 20% 22% 18%
(inc.people
aged 65+)
Lone Parent
with 5% 5% 5% 5% 5% 7%
Dependant
Child(ren)
Lone Parent,
All children 3% 3% 3% 3% 3% 4%
non-
dependent
8232:%2'5? 16% 24% 20% 19% | 22% | 17%
Child(ren)
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Couple, All
children 5% 8% 6% 6% 7% 6%
non-

dependant

Other

Al
Households 103,371 104,714 208,085 149,459 | 58,626 | 2,372,777

Source: National Records of Scotland: 2011 census (2016) Table includes CNP data

15% 12% 14% 14% 13% 13%

2.27 Between 2001 and 2011 the number of households in Aberdeen City
increased by 6,358 or 6.6% and the number of households in Aberdeenshire
increased by 13,978 or 15.4%.

228 The growth of single person househol ds
growth and 34% of Aberdeenshireds growth

2.29 The number of households containing a couple with dependent children
increased slightly over this period, by 1.6% in the city and 5.4% in
Aberdeenshire. The proportion of all households that they represent remained
unchanged in Aberdeen City at 16% and fell from 27% to 24% in
Aberdeenshire.

2.30 The number of households containing couples with no dependent children
increased by 38% in Aberdeenshire and 29% in the city. In Aberdeenshire
most of this growth was in couple households with no children rather than in
couple households with non-dependent children. In Aberdeen City the
number of couple households with non-dependent children actually fell.

2.31 NRS produces household projections covering a 25 year period using three
levels of net migration. In all three projections Aberdeen City and
Aberdeenshire are expected to see an increase in household numbers. The
range of growth for Aberdeen City is 15% to 33% and for Aberdeenshire is
20% to 30%. For Aberdeen City and Aberdeenshire as a whole the projected
range of household growth is 17% to 31%. The equivalent figures for Scotland
are 10% and 19%. To put this into context, growth in the number of
households in Aberdeen City and Aberdeenshire over the previous 25-year
period (1989-2014) was 29%.
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2.32 According to the Principal Household Projections, Aberdeen City and
Aberdeenshire are both expected to gain significant numbers of households
over the next 25 years. Aberdeen City is expected to see its numbers of
households rise by 24% and Aberdeenshire by 25%.

2.33  For both authorities the change in the projected number of households is
greater than the <change i n the project
popul ation iIs projected to increase by 1
the same period. The numbers of different types of households are expected
to increase at different rates. In particular there is a high rate of growth
expected in the number of single person households.

234 There is significant per centno@ehildeen owt h i
househol dsd in Aberdeen City and Aberdeer
low base. In 2012 they form 4.3% of all households and in 2037 4.5%. The
growth in the number of O6Two or more adul
is largely concentrated in the city. The number of this type of household in
Aberdeenshire is projected to change only slightly.

Figure 7 Projected percentage change in household type, 2014 - 2039

50%
40%
30%
20%
10%

0%

-10%
-20%

-30%
One adult, no Two adults, no Three+ adults, One adult, one Two adults, one
children children no children or more childreror more children
W Aberdeen City B Aberdeenshire m Scotland

Source: 2014-based Household Projections, National Records of Scotland

Tenure
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2.36

2.37

Considering Aberdeen City and Aberdeenshire together, the tenure profile of
households is roughly similar to that of Scotland with a slightly larger owner
occupied sector and a slightly smaller social rented sector.

However, there are major differences between the two authorities.
Aberdeenshire has a substantially greater owner occupied sector than either
Aberdeen City or Scotland and correspondingly smaller social and private
rented sectors.

Aberdeen City
Aberdeen City Aberdeenshire and Scotland
Aberdeenshire

(%) (%) (%0) (%)

Owner occupied 57.3% 72.6% 65.0% 62.0%
Social Rented 24.4% 16.1% 20.2% 24.3%
Private Rented 17.0% 9.4% 13.2% 12.4%
Living rent free 1.4% 1.8% 1.6% 1.3%

Source: National Records of Scotland: 2011 census (2016)

Aberdeen City and Aberdeenshire have seen strong population growth in
recent years and this is projected to continue. Most of this growth has been
fuelled by high levels of net in-migration. However, the projected level of
gr owt h (6Principal 6 projecti on) -teims
average level of growth experienced over the last 25 years. The level of
realism attached to this projection must be determined in the context of the
rest of this chapter and the decline in net in-migration already reported in both
council areas above.
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2.39

2.40

Affordability Trends

House Prices

Lower quartile® house prices for the period from 2010 to 2015 are shown on
Figure below.

Figure 8 - Lower Quartile House Price 2010-2015
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Source: Registers of Scotland (2016)

Lower quartile house prices are considerably higher in Aberdeen City and
Aberdeenshire than in Scotland as a whole. In the Aberdeen HMA the lower
quartile house price in 2015 was 59% higher than Scotland, £151,500
compared with £95,000. The lowest prices in the area are found in the
Aberdeenshire Rural HMA but even here the lower quatrtile price is 25% higher
than Scotland.

Lower quartile prices in Scotland fell by nearly £5,000 between 2010 and 2011
and have risen slowly since then, with the 2015 figure just 6% higher than it
was in 2010. In contrast, most parts of Aberdeen City and Shire have seen
significant increases over the period. In the Aberdeen Housing Market Area
the lower quartile house price in 2015 was 25% higher than in 2010. Only
some parts of the Rural HMA saw a very slight decrease in 2011 but since
then the upward trend has continued and prices there are now 20% higher
than in 2010.

5 Lower quartile house price data is the average price in the lowest quarter of all house prices.
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2.43

Median house prices are shown in Figure 9.

Figure 9 Median House Price 2010-2015
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Source: Registers of Scotland (2016)

Median house prices show a similar pattern with increases across all areas
throughout the five year period and are significantly higher than the Scottish
median. In Aberdeenshire the median price in 2015 was 50% higher than in
Scotland as a whole at £220,000, while in Aberdeen City it was 28% higher.
Despite lower prices in the Rural HMA, the median was still 22% higher than
the national average.

Volume of Sales

The volume of sales over the last five years is shown in Figure below.
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2.45

Volume of Sales
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All parts of the area saw a decrease of around 10% in the number of sales in
2011 although this was much less than the drop of 35% across Scotland. From
2011 to 2013 sales steadily increased again. Between 2013 and 2015
however, the volume of sales decreased slightly in Aberdeen City (-5%) and
the Aberdeen HMA (-6%). While house prices have continued to rise in this
period, the changing trend in the volume of sales is starting to show the impact
of falling oil prices on the housing market in Aberdeen City and the surrounding
area. Sales continued to increase in the Rural HMA (12%) and in Scotland
(20%) between 2013 and 2015.

In 2015 Aberdeen City and Aberdeenshire had similar numbers of sales,
slightly more in Aberdeenshire (4,576 compared to 4,455in the City). The
Aberdeen HMA had nearly three times as many sales (6,676) as the Rural
HMA (2,283).

Recent Trends in the Housing Market

2.46

The fall in oil price from 2014 and the resulting uncertainty within the local
economy is inevitably having an impact on the housing market in Aberdeen
City and Aberdeenshire. Alongside the drop in price, there has been the
increase (and proposed increase) in the supply of student accommodation
(see 5.49) and the impact of LBTT to take into account. Comprehensive data
on individual sales is not yet available for 2016 which would allow for detailed
analysis by area. However, figures at the local authority level indicate a
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2.48

2.49

significant change in the trend for growth which had been seen up until mid-
2014.

Sales figures from Registers of Scotland show a significant decrease in
average house prices since 2014, particularly in Aberdeen City where the
average price fell by almost £20,000 over the period (Figure )

Figure 11 Average House Price 2014-2016

Average House Price 202016
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Source: Registers of Scotland (2017)

The number of residential sales has also fallen substantially over this period,

with sales of properties in the year to June 2017 at 8,060, down 29% from the
year to June 2014 (11,308).

Figure 12 looks at the annual percentage change in house price and this
demonstrates that there has been a major shift in Aberdeen City and
Aberdeenshire from a trend for growth in house prices to one of decline. This

is in contrast to the situation in Scotland as a whole where prices generally
continued to increase over the period.
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Figure 12 - Annual Percentage Change in House Price 2014-2016
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Source: Registers of Scotland (2017)

2.50 Initially, it was the middle to higher end of the market which was most affected
by the downturn while the market for flats and smaller houses remained
stronger. In part this may have been due to the higher levels of taxation for
more expensive properties resulting from the Land and Buildings Transaction
Tax (LBTT) introduced in spring 2015. However, even before this came into
force there were indications of a slowdown in the higher end of the market in
this area, in contrast to the rest of Scotland where there was an increased
level of activity as people rushed to complete transactions before the tax
changes. This suggests that the changing local economic and market
conditions have been of more significance than the LBTT in driving the fall in
prices and transactions in Aberdeen city and Aberdeenshire.

251  The most recent figures® from late 2015 and the first half of 2016 indicate that

the downturn in prices and volume of sales is now also affecting the market
for flats and smaller houses.

6 http://landreqistry.data.gov.uk/app/ukhpi
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2.52  Thelength of time properties take to sell can be an indicator of changing trends
in the housing market. When the market is buoyant, properties will sell more
quickly. There is some available data on this’ although it should be treated
with some caution as it does not cover all properties and can be skewed by
issues on a small number of individual properties.

2.53  Table 10 shows the change in the average length of time properties spent on
the market since the oil price began to fall. It can be seen that particularly in
Aberdeen City and some of the surrounding towns such as Westhill,
Portlethen, Banchory and Ellon there have been very significant increases in
the length of time properties have spent on the market before being sold.
Towns in the more peripheral north and west of Aberdeenshire have not seen
such a marked change but all locations showed an increase. This data is
derived from a three monthly moving average of unsold properties in each
location. Although it is not possible to triangulate this source, it supports figure
10 and the trend is repeated in 14 different towns.

Area July 2014 Feb 2017 Change July 14 - Feb 17
Aberdeen City 39 153 +292%
Aberdeenshire 71 162 +128%
Banchory 54 191 +254%
Banff 149 188 +26%
Ellon 33 161 +388%
Fraserburgh 68 149 +119%
Huntly 78 134 +72%
Inverurie 61 152 +149%
Macduff 95 247 +160%
Peterhead 88 143 +63%
Portlethen 41 157 +283%
Stonehaven 44 137 +211%
Turriff 135 141 +4%
Westhill 23 131 +470%

Source: home.co.uk (2017)

7 Home.co.uk

29


http://home.co.uk/
http://www.home.co.uk/guides/house_prices_by_town.htm?county=aberdeen

Private Rents and Social Rents

2.54

2.55

2.56

Data on private rents and turnover in the private rental sector is typically
stronger in cities than in smaller urban settlements. The following paragraphs
draw on data from Citylets and the Scottish Government, supplemented by
data sourced from the websites of estate agents across Aberdeenshire.

Citylets (Figure 13) demonstrates private rental trends across Scotland. Of
particular interestis Aber deend6és downward cua29%
fall in rents between Q4 2014 and Q4 2016. Citylets also indicates that the
Aberdeen average time to let has more than trebled during this period to 52
days.

Private rental costs in Aberdeen exceeded the other three largest Scottish
cities and the Scottish average for the past decade. At the end of 2014 rental
costs were approximately 52% more than the Scottish average and 23% more
than Edinburgh but fell substantially throughout 2015 to levels comparable
with Edinburgh. During the first half of 2016 the order has reversed. Although
rental costs are still 7% higher than the Scottish average, Edinburgh is now
more expensive. This information can be triangulated by the Scottish
Government broad rental market area trends in table 12 below.

Figure 13 Trends in Private Rents in Aberdeen and other Scottish Cities
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2.57
below:

Prevalent Local Housing Allowance Rates (LHA) are indicated in Table

Table 11 Weekly Local Housing Allowance Rates April 2015 - March

2016

Broad Rental Market 1 bed 1 bed 2 bed 3 bed 4 bed
Area shared

Aberdeen City and £75.63 |£127.25 | £162.24 | £184.94 | £235.97
Aberdeenshire

Source: Scottish Government LHA Rates (2016)

2.58

The LHA for a 2 bedroom property is £8,436 per annum, £1,008 lower than

the average advertised Citylets 2 bedroom property at £9,444 per annum in

Aberdeen (Q2 2016).

Figure 14 Price Trends for 2 bed properties in Private Rental Sector
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Table 127 2010 to 2016 Rent profile for Aberdeen city and Aberdeenshire
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2.60 This shows that consistently across one, two and three-bedroom properties,
rent levels have dropped significantly since reaching a peak in 2014. This
reinforces the evidence gathered from Citylets above.

2.61 Since January 2015 on a monthly basis rental information has been sourced
from the websites of a number of estate agents across Aberdeenshire to try
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and build a better picture in relation to the cost and availability of private rentals
outside the City. It is however difficult to obtain a robust picture of the private
rental sector in the Rural HMA as properties tend to be advertised through
informal networks such as word of mouth and in local shops. Nonetheless
Table 13 below still provides an indication of advertised rental levels across
the RHMA.

1 bed 2 bed 3 bed 4 bed
Rent per month |£388 - £5630 |£488 - £750 |£395 - £767 [£750 - £850

Source: Aberdeenshire Council (2016)

2.62  Council rents are outlined in Table 14. Al t hough Aberdeen Cit
than the Scottish average, it is still lower than rentals within the private rented
sector and the LHA rate.

2013/14 2014/15 2015/16
Aberdeen City Council £73.25 £73.71 £78.87
Aberdeenshire Council £65.37 £68.53 £70.76
Scotland £67.96 £71.01 £72.90

Source: Scottish Housing Regulator (2016)

2.63  The fall in oil prices and the current difficulties of the local economy seem to
have affected the local housing market particularly including the private rental
sector across both Aberdeen city and Aberdeenshire. These trends are most
pronounced in the Aberdeen HMA. Currently there appears to be an over-
supply of private rental property in Aberdeen city. The fall in private rent levels
has had an impact on the viability of mid-market rental schemes and the
window below the market level has either reduced or disappeared depending
on location.

Income and Affordability

2.64 Table 7 shows lower quartile and median incomes. Incomes across the area
are higher than for Scotland as a whole. The highest incomes are in
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Aberdeenshire, or more specifically in the Aberdeenshire part of the Aberdeen
HMA where median incomes are almost 50% higher than the Scottish median.

Lower Quartile Median
Aberdeen City £16,253 £28,891
Aberdeenshire £17,911 £37,997
Aberdeen HMA £17.221 £31,773
Rural HMA £16,037 £31,413
SDPA £16,883 £31,670
Scotland £14,504 £26,520

Source: Heriot Watt Income Model (from HNDA tool 2015)

2.65 Comparing income with house price indicates how affordable housing is to the
population. The HNDA tool uses an assumption that a household can afford
to buy a house if the price is no more than four times annual income. This is
using the lower quartile for both house prices and income.

2.66 Table 8 shows the ratios between 2014 house prices and income for both
lower quartile and medians. Buying a house is unaffordable if the ratio is more

than four.
Lower Quartile Price/ |Lower Quartile Price/
Lower Quartile Income Median Income
Aberdeen City 8.1 4.5
Aberdeenshire 8.1 3.8
Aberdeen HMA 8.4 4.5
Rural HMA 7.0 3.6
SDPA 8.0 4.3
Scotland 6.3 3.5

Source: Registers of Scotland, Heriot Watt Income Data (2015)
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2.71

It is clear that using this measure of affordability, households with lower
quartile income cannot afford to buy a lower quartile property in any part of the
area. Lower quartile house prices are generally between seven and nine
times higher than lower quartile incomes. In the Rural HMA, lower quartile
housing is affordable only for those with a median income. In Aberdeen City
and the Aberdeen HMA, even with a median income, lower quartile house
prices are more than four times income. This illustrates the affordability
challenge across Aberdeen City and Aberdeenshire, but particularly within and
close to Aberdeen.

Notwithstanding the above, there is however evidence of considerable
variation within each local authority and housing market area so if households
were willing to move to a different part of the area it may be possible to find
more affordable housing Figure 15 and Figure 16 below show how lower
quartile prices vary between datazones across the area.

In Aberdeenshire the lowest prices (less than £100,000) are found mainly in
the Rural HMA, in towns such as Peterhead, Fraserburgh, Huntly and Turriff
and also in the more peripheral rural areas. The most expensive housing
(lower quartile price in excess of £300,000) is mainly in the Aberdeen HMA,
to the south and west of Aberdeen City.

In Aberdeen City, the lowest prices are found in areas such as Middlefield,
Torry, Tillydrone and Kincorth with the most expensive housing in the south
and west of the city.

Very few datazones in either Aberdeen City or Aberdeenshire have lower
quartile house prices less than £100,000.
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Figure 15 Lower Quartile House Price 2014 i Aberdeenshire
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Figure 16 Lower Quartile House Price 2014 i Aberdeen City
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2.72

2.73

The Scottish Government suggest that an affordable rent should not exceed
25% of gross household income®. Table 17 and Table demonstrate the
affordability pressures across both housing market areas for households with
lower quartile and median incomes. Note that a combination of sources has

been used and not all data is available for all geographies.

Those on lower quartile incomes cannot afford to access the private rented
sector in any part of the area. For those on median incomes, only parts of the
RHMA have affordable rental prices. Citylets rent levels are unaffordable even

for those with median incomes.

Local Housing Citylets RHMA Estimate
Allowance Average
Aberdeen City 52% 65% -
Aberdeenshire 47% - -
Aberdeen o
HMA ) 62% )
Rural HMA - - 46%
SDPA 50% - -
Source:

Private Rents and Social Rents, Heriot Watt Income Data (2016)

8 http://www.gov.scot/Topics/Built-Environment/Housing/supply-demand/chma/hnda/HNDAPG
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2.74

Local Housing Citylets RHMA Estimate
Allowance Average
Aberdeen City 29% 37% -
Aberdeenshire 22% - -
Aberdeen o
HMA - 34% -
Rural HMA - - 24%
SDPA 27% - -
Source:

Private Rents and Social Rents, Heriot Watt Income Data (2016)

These findings are consistent with research undertaken in 2015 on the
affordability of housing for key workers?®. It found that 69% of households in
the Aberdeen HMA and 47% in the Rural HMA could not afford the market
rent for a two-bed property. This is based on the assumption that rent should
not exceed 25% of household income.

Mortgage Rates, First Time Buyers, Interest Rates

2.75

2.76

2.77

Since 2009, UK average interest rates on variable rate loans have remained
fairly flat, now at 2.34%, whilst fixed rate loans have shown a decrease falling
from around 6% to 2.68%?™.

As at Q4 2015, the average Loan To Value ratio for a First Time Buyer (FTB)
is 84% compared to 75% for a Home Mover. Furthermore FTBs in Scotland
still face a significant deposit barrier in relation to buying a property with the
average deposit being in the region of £19,000, equivalent to around 58% of
average annual FTB income??,

On 4 August 2016, the Bank of England (BoE) cut the base rate from 0.5% to
0.25%, the first change since March 2009. Although there is consensus that
interest rates will rise again, there is a great deal of uncertainty about when

9 Arneil Johnson Aberdeen Affordability Briefing Paper 2015
10 http://www.gov.scot/Topics/Built-Environment/Housing/supply-demand/chma/statistics
11 http://www.gov.scot/Topics/Built-Environment/Housing/supply-demand/chma/statistics
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that might be with latest predictions suggesting it may not be until 20192,
However, when interest rates do go up, house purchase will become even
less affordable.

Affordability Trends Conclusions

2.78

2.79

2.80

2.81

2.82

2.83

Itis clear that across both housing market areas there are significant problems
with affordability. Market housing for sale is unaffordable in most parts of the
area even for households with average incomes. For households on lower
incomes, house purchase is affordable only in a few parts of Aberdeen City
and the Rural HMA.

In most parts of Aberdeen City and Aberdeenshire, households would need to
find very large deposits in order to be able to access the mortgage finance
necessary to buy on the open market.

The scale of the gap between what is affordable and current house prices
needs to be considered when deciding what contribution discounted new build
housing for sale might make to meeting housing need. Discounting by 10%
or 20% is unlikely to have much impact. Similarly, the cost of shared
ownership housing needs to be to be very much below market value if it is to
allow those currently priced out of the market to access housing for sale.

Private sector rental costs follow the same pattern as house prices with rents
unaffordable in most parts of the area for households with average or below
average incomes.

There is recent evidence that rents in the City have fallen quite rapidly in
response to the local economic situation and this may improve affordability.
This indicates that rent levels may be more responsive to market conditions
than house prices. However, if landlords do not think they will make sufficient
profit from renting they may decide to sell their properties instead so there is
a limit to how far rent levels will fall.

Gross Value Added (GVA) is good indic at i on of a regi

performance and overall economic well-being. Published figures lag some
way behind events on the ground, which is particularly problematic for

12 http://www.telegraph.co.uk/personal-banking/savings/latest-interest-rates-predictions-first-rise-in-
august-2019/
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