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Affordable Housing
Background, demand and supply



Affordable housing includes homes 
for sale or rent and is for people 
whose needs are not met by the 
private market. Affordable housing is 
a key element of the government’s 
plan to end the housing crisis, tackle 
homelessness and provide aspiring 
homeowners with a step onto the 
housing ladder. The 
Government’s National Planning 
Policy Framework (NPPF) defines 
the types of affordable housing as 
Affordable Housing for Rent and 
Affordable Housing for Sale.

Affordable Housing

Source: Homes England – Factsheet 9: What is affordable 
housing, as of 2 November 2023.
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Affordable Housing

Sources: (1) Heriot-Watt University Research Gateway: Housing supply requirements across Great Britain for low-income households and homeless people, as of May 2019. (2) Department for 
Levelling Up, Housing & Communities: Affordable Housing Supply, as of 18 November 2021. (3) House of Commons Library: Tackling the under-supply of housing in England, as of 19 May 2023. 

Demand

As of 2019, there were 3.37 million 
households who needed 
affordable housing in England, 
who could not access existing 
affordable housing supply1

There are estimated to be a further 
approximately 1 million 
households in England who are 
housed in the private market but 
cannot afford to sustain their living 
costs3

It is estimated that 340,000 new 
homes per year are needed to be 
built to have any meaningful 
impact on housing need over a 
15-20-year period, of which 
151,000 should be affordable3

In 2020-21, 52,100 affordable homes 
were built – approximately a third of 
the number of homes needed2

Combined with the cost-of-living 
crisis this has led to unprecedented 
levels of housing need throughout 
England3
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Affordable Housing

Sources: (1) Regulator of Social Housing, as of 25 October 2022. (2) Savills: Equity Investment in Affordable Housing, as of Summer 2022. 

Supply

As of October 2022, there were 
approximately 4.4 million social/affordable 
homes in the UK of which 1.6 million are 
owned by Local Authorities and 2.8 million 
are owned by Housing Associations 
(Private Registered Providers)1

83% (3.68 million) of these units 
are low-cost rental accommodation 
(Social or Affordable Rent)1

The supply of affordable housing 
increased by 0.7% over 2021 
(after deductions for demolitions, 
sales etc.)1

In 2022, 20,000 affordable homes 
(0.0045%) are owned by profit 
making entities (for-profit registered 
providers)2 

Savills predict that £27 billion will be 
invested in Affordable Housing by 
2027 with profit making entities owning 
approximately 140,000 affordable 
homes (approximately 3.00%) in 20272

Local Authority & Housing Association 
development capacity is under 
financial pressure over the medium 
term due to increased debt rates and 
required investment in areas such as 
Building Safety and Zero Carbon1 



22%
Average expected fall in 
development pipelines from 
England's’ largest registered 
providers

Timeline

3
Top 3 barriers to development 
plans: construction costs; 
interest rates; and refocusing 
on existing stock

36%
More than a third of social 
housing providers say their 
work towards net zero has 
slowed in  the past 12 months

1950s – Local authorities are the primary builders of social housing

1960s – Overall housebuilding peaks

1988 – housing Act introduced, giving registered providers of social housing access 
to private finance

1990s – Onset of sustained period of Large-Scale Voluntary Transfers (LSVTs_ between 
councils and housing associations.  Housing associations overtake councils as primary 
providers of social housing

2008 – Global financial crisis and onset of low interest rate environment.  Housing and 
Regeneration Act opens door to for-profit providers and new forms of private capital

2010 – Coalition government slashes housing budget in Spending Review

2015 – Government announces 4-year social rent reduction

2017 – Grenfell Tower fire

2020 – Covid-19 pandemic causes a slowdown in housebuilding

2022 – Interest rates begin rising rapidly

Sources: Octopus Real Estate: Closing the Gap, as of August 2023.
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• 20% on Houses
• 25% on Apartments
• Note that Social Rent excludes service charge, Affordable Rent includes it

Typical operating costs

• Incomes from £0 to £30,000 on Council Housing Waiting Lists

Customer type

• LHA, low rent base

Risk mitigation

• Responsible for repairs, maintenance, major repairs
• Low income-based customers
• Assured tenancy agreement (hard to get possession)
• Limited control over nominations

Risk areas

Social & Affordable Rent

Sources: House of Commons Library: What is Affordable Housing, as of 20 July 2023.

For households on local authority waiting lists
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• Approximately £250 per annum management fees
• Arrears allowance of approximately 0.50%

Typical operating costs

• First time buyers, typical incomes between £25,000-85,000
• Those who would previously have looked at Help to Buy 

Customer type

• Lease to customer, no repairing obligations (except approximately £500 per annum for 
first ten years), investment protected via second charge (ranking second to mortgage if 
applicable)

Risk mitigation 

• Sales risk (if units developed)
• Customers exposed to mortgage costs
• Crowded investment market

Risk areas

Shared ownership

Sources: House of Commons Library: What is Affordable Housing, as of 20 July 2023.

Helping households onto the housing ladder
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Intermediate rent

Note: Rent to buy offers Intermediate Renters the opportunity to become Shared Owners as circumstances allow.
Sources: House of Commons Library: What is Affordable Housing, as of 20 July 2023.

Can be targeted at “Key Workers”

• 20% on Houses
• 25% on Apartments
• Approach to Service Charge is variable and depends on grant agreements/s106

Typical operating costs

• Aspiring first time buyers, typical incomes between £25,000-85,000
• Those who would previously have looked at Help to Buy

Customer type

• Flexibility and control on letting, easier to get possession, always cheaper than the 
market, offers more longevity of tenure than the market

Risk mitigation

• Market renting risk
• Higher turnover than social/affordable rent
• Rents above LHA so less benefits protection

Risk areas
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• 30% on Rented properties
• Reflecting higher operating costs

Net to gross assumptions

• Older persons typically with a care package

Customer type

• Specifically designed for client group
• Ensure schemes have a balance of care needs

Risk mitigation

• Fill up rates slower than other tenures
• Care provided by third party
• Service Charges require careful management
• Older Person Shared Ownership should be treated as fixed equity sale

Risk areas

Older Persons Affordable Housing

Sources: House of Commons Library: What is Affordable Housing, as of 20 July 2023.

Extra Care & Sheltered Housing
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1. 2. 3. 4.

Origination
Most common origination routes for affordable housing

Partnerships

• Working with RPs and Local 
Authorities to enable them to 
deliver more homes

• Partners have the skills to build 
new homes, but limited financial 
capacity

• Partners will often manage 
homes once they are complete

Development

• Securing social housing grant 
so that homes can be 
developed at a subsidised 
discount that enables them to 
be affordable housing

• Requires secure 
counterparties who can be 
prudently forward funded

Regeneration

• Investing in areas where 
existing homes don’t 
maximise the use of the 
space they occupy, to both 
refurbish existing homes and 
build new ones

• Can be complex and take a 
long time

S106

• Homes required to be affordable 
housing under planning 
restrictions

• Built by housebuilders and sold 
to RPs at a discount to reflect 
restrictions

• Significant source of UK 
affordable housing supply



A brighter way
Our Affordable Housing strategy
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Octopus entities

Source: Octopus, as of 31 December 2023. 
1 Funds Under Management data includes undrawn commitments, funds under advisory mandates and funds monitored. It also includes funds under the management of Octopus Renewables Limited. 

Investing in the people, ideas and industries that aim to change the world 

Octopus financial services entities, including: Octopus energy entities, including: 

v

All Octopus Investments businesses are certified B Corporations
• Meeting the highest standards of 

verified social and environmental 
performance, public transparency 
and legal accountability.

• Working to redefine success in 
business by measuring success by 
more than just profit. 

• The interests of employees, customers, 
communities, environment and 
shareholders are treated equally.  

14

2000
Founded in 

60%
Private business

owned by 
employees

£13.4bn1
under management200

More than
investment
professionals
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1. Accelerating the delivery of genuinely affordable, quality homes
by providing a structure that allows for co-investment opportunities and that 
Housing Associations can trust

2. Reducing fuel poverty 
using Octopus’s unique energy expertise

3. Delivering affordable housing for older people 
as one of the UK’s top later-living investors

4. Supporting levelling-up across England 
by encouraging Local Authorities and LGPS to invest in their local areas 
through co-investment opportunities

Four investment themes



• Evergreen UK Private REIT
• Targeting resilient, index-linked income, 

and accompanying capital appreciation, 
from the acquisition and long-term 
ownership of a portfolio of general needs 
and older persons’ affordable homes 
across England:

– Embedded Registered Provider of 
Social Housing

– ‘Direct-let’ model
– Housing Association and Local 

Authority partners managing 
assets

– Partnering with Housing 
Associations and Local Authorities 
to fund their development 
pipelines

– Targeted s.106 acquisitions
– Forward funding, forward 

commitment and standing 
investments

– No specialist supported housing

About our strategy
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Summary 
We recognise the UK is not delivering enough energy-efficient, 
genuinely affordable homes for those that need them

We know that by providing the sector with access to long-term, 
patient capital that is responsibly managed, we can help to deliver 
these homes

We understand the benefits of partnering with investors that share 
our values and goals to build a portfolio that we can be proud of

We are accelerating delivery of genuinely affordable, 
sustainable homes

We are marrying the development expertise of Housing 
Associations and Local Authorities with our sustainability-
focused goals and our investors private capital, to form a more 
collaborative and long-term model

We aim to provide investors with resilient, index-linked income, 
and accompanying capital appreciation whilst creating value for 
all stakeholders

The value of an investment can fall as well as rise. 
Investors may not get back the full amount they invest.
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Net Zero homes
Means all electric and connected homes



Disclaimer:
This document is issued by Octopus AIF Management Limited (“Octopus”) on a strictly confidential basis under article 14 of The Financial Services and Markets Act 2000 (Promotion 
of Collective Investment Schemes) Exemptions) Order 2001 to investment professionals who have professional experience of participating in unregulated schemes and the units to 
which this communication relates are available only to such persons. Any persons without professional experience including retail clients should not rely on it. Octopus is authorised
and regulated by the Financial Conduct Authority with registered office at 33 Holborn, London EC1N 2HT. Registered in England and Wales No. 08802172. Issued: March 2024.

Octopus AIF Management Ltd is a subsidiary of Octopus Capital Ltd, and is an affiliate of Octopus Investments Ltd and Octopus Renewables Ltd. Octopus Ventures and Octopus 
Real Estate are trading names of Octopus Investments Ltd.

Restrictions:
This document contains proprietary information and is confidential to its recipient and, subject to applicable law requiring its disclosure by the recipient, may not without the prior 
written consent of Octopus be reproduced, sold or redistributed, or its contents otherwise disclosed, in whole or part by any recipient to any person other than the recipient’s 
professional advisors.  This document may not be distributed in any jurisdiction where it is unlawful to do so and remains the property of Octopus ©2024. 

No offer:
This document is provided for information purposes only and does not constitute an offer to sell (or solicitation of an offer to purchase) the investments mentioned or to participate in 
any particular trading strategy. Any offering of securities shall only be made through the relevant offering or placement memorandum and/or other offering documentation which sets 
forth the terms and conditions of such offering and contains the information needed to evaluate the potential investment and provides important disclosures regarding risks, fees and 
expenses.

The document does not provide or purport to provide investment or tax advice and has been prepared without regard to the particular financial circumstances and investment 
objectives of each recipient. Mention of any individual companies is for illustrative purposes only and, where possible to trade these stocks, should not be considered a personal 
investment recommendation.

Further important information is contained in the ‘Risks & Warnings’ at the end of this document.

Important information



Risks:
The value of an investment, and any income from it may fall as well as rise. Investors may not get back the full amount they invest. The proposed investment strategies will see 
investment risk concentrated in specific sectors, countries and currencies. This means the strategy will be more sensitive to any localised economic, market, political or regulatory 
events. Due to the nature of the underlying investments, investors will not be able to withdraw prior to the end of the term, and liquidity cannot be guaranteed. The fund/strategy will 
invest in projects under development or in development teams and, therefore will be exposed to certain risks, such as regulation of the permitting, taxes, failure rate of projects during 
the development, cost overruns, development delays, counterparty risks and others which may be outside our control Returns achieved are reliant upon the performance of the fund’s 
portfolio of healthcare businesses. Fluctuations in operating results may be due to a number of factors, including changes in the supply and demand for, and residual value of the 
assets, changes in operating expenses, defaults by counterparties, environmental factors and more. Portfolio assets will still be subject to the additional regulatory requirements of 
operating in the healthcare sector.

Neither past performance nor any forecast should be considered a reliable indicator of future results or performance.

In considering the information contained herein, prospective investors should bear in mind that the investment programme and methods and past performance of Octopus and any of 
its affiliates, is not necessarily indicative of the investment programme, methods or future results of the proposed fund. The proposed fund is not required by law to follow any 
standard methodology when calculating and representing performance data.  

Before making any investment decision, you should seek independent investment, legal, tax, accounting or other professional advice as appropriate. In making an investment 
decision, recipients must rely on their own examination of an investment and the terms of any offering and must make an independent determination of whether the interests meet 
their investment objectives and risk tolerance level. Any statement as to risks herein is not an exhaustive list. More detailed information on the specific risks of the fund/strategy will 
be available in the offer document/prospectus/on request

Accuracy:
No regulatory body has reviewed or approved or passed opinion upon this document or the merits of any investment discussed herein. The information in this document has not been 
audited or verified by any third party and is subject to change at any time, without notice. It is not intended to amount to advice on which you should rely. Neither Octopus, its affiliates 
nor any of their respective directors, officers, employees, partners, shareholders or agents (each, a “Octopus Party”) accept any responsibility for, nor make any representation or 
warranty, express or implied, as to the truth, accuracy or completeness of the information contained in this document. Certain information contained herein is based on or obtained or 
derived from data published or prepared by third parties (“Third Party Information”). While such sources are believed to be reliable, no Octopus Party assumes any responsibility for 
the accuracy of any Third-Party Information. No Octopus Party shall have any liability or responsibility arising from any use of or reliance placed on the content of this document to 
any recipient of this presentation or any other person. Unless otherwise specified herein, this document speaks as of the date set forth on the cover. The delivery of this document 
shall not, under any circumstances, create any implication that the information contained herein is correct as of any time after that date. 

Unless otherwise indicated, all data is sourced internally at Octopus, and is at 31 December 2023 date.

Risks & Warnings



investorrelations@octopusinvestments.com
www.octopusinvestments.com

Octopus Investments
33 Holborn
London EC1N 2HT
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