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EXECUTIVE SUMMARY 

 

This report provides insights on the effects of COVID-19 on the demand and supply of different 
tenures and types within the London housing market. This is supported by: a literature review; 
comparative studies of other global cities throughout the pandemic; interviews with relevant 
stakeholders; and a regression analysis that captures the relationship between COVID-19, the 
unemployment rate, and its effect on rental prices. Our report shows that the increase of new 
COVID-19 cases has had a significantly negative impact on the prices in London’s rental market, 
and that the effect of the unemployment rate on rental prices so far has been insignificant. COVID-
19 has also created uncertainty which has prompted behavioural changes that have affected the 
demand for certain tenures within London’s housing market. Additionally, this report finds that the 
use of Non-Pharmaceutical Interventions by governments to contain the outbreak has a substantial 
effect on the housing markets in all global cities. All of these results demonstrate that the demand 
and supply of all tenures and types has been negatively impacted by COVID-19 to varying degrees.  

This report is made up of 6 sections:  

Executive Summary  

Section 1: Introduction and Background  

Section 2: The Methodology  

Section 3: Global Cities 

Section 4: The Results and Discussion  

Section 5: Conclusions and Recommendations  

Section 6: Appendix and References 
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1.INTRODUCTION  

1.1 BACKGROUND 

The Cov-SaRS-2 (COVID-19) virus has had a substantial impact on the entirety of the UK’s 
economy. And the housing market is no different.  

The first incidence of COVID-19 in the UK was discovered in York in January 2020. Since then, 
government policy has largely been preventative, in nature, to try and reduce case numbers and 
death rates. The drastic nature of these policies – lockdowns and social distancing – have inspired 
significant changes in the lifestyles of the nation. The effect of these behavioural changes has a 
substantial effect on London's residential market. Therefore, this report seeks to identify the effects 
of COVID-19 on the supply and demand of different tenures and housing types in the London 
residential housing market. We will primarily focus on the tenures: owner occupancy, private rent, 
affordable housing and the housing types of flats and houses.  

Given the novelty of the COVID-19 pandemic, there is still little known in the literature about its 
effects on the London housing market. Therefore, this research aims to contribute to the discussion 
about the effects of COVID-19 – on the supply and demand of different tenures and types in London 
– in the short to medium term, through the use of quantitative and qualitative research, policy 
recommendations are provided following the discussion of the findings.  

Section 1 provides context about London’s housing market and the effects of policies put in place 
by the Government to support the housing market. The conceptual framework draws on key 
literature about the effects of economic shocks on the housing market and explores more the effects 
of uncertainty on human behaviour. We introduce the contextual background of the global city case 
studies to aid with analysis in the discussion.  

Section 2 comprises our research strategy, the conceptual framework, our wider methodology and 
the regression model.  

Section 3 introduces the contextual background of the global city case studies to aid with the 
analysis in the discussion. 

Section 4 presents a discussion of the effects of COVID-19 on the housing market as informed by 
the results obtained from the interviews, the regression model and our qualitative data analysis.  

Section 5 presents our recommendations for the Greater London Authority (GLA) to take to mitigate 
some of the effects of COVID-19 on the housing market. 
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1.2 LONDON IN VIEW 

 

1.2.1 THE STATE OF LONDON’S HOUSING MARKET UNDER NORMALCY 

London’s housing market has been in crisis for some time. London’s housing stock is primarily 
composed of existing buildings, rather than new ones.1 Most houses in London were built after World 
War II, and the  land required to build more has been scarce, meaning that supply has been and 
remains relatively inelastic.2 This is compounded by London’s ability to attract high levels of internal 
and external migration for employment and study.3 In the last twenty years, the number of houses 
has only increased by 18%, whilst the population has increased by 27%.4 

The shortage of housing supply has led to a serious affordability crisis in the city. The inelasticity of 
housing supply and increase in demand seen in London’s housing market, has resulted in it 
becoming one of the most expensive markets in the world.5 In 2018, the average London house 
price (£479,379) was 17 times the national average salary.6 The private rental market is equally as 
grim: average rent costs in London are equivalent to 50% of the average salary in the capital.7  The 
GLA identified that there is a net annual building requirement of 59,900-69,600 new homes a year, 
of which 63-68% would need to be affordable houses.8 

As of recent, housing supply in London has been improving; the number of annual completions in 
London has been increasing since 2014, although still insufficient relative to demand.9 In 2017/18, 
31,850 net new housing completions were recorded and planning permission for 65,000 houses 
were approved, demonstrating the gap between the need and supply chain for housing.10   

The data suggests that prior to COVID-19 the demand for all tenures, particularly affordable housing 
of all types has been high, however there is a severe shortfall of supply of all tenures and types.  

 
1 (GLA Economics, 2003) 
2 (GLA Economics, 2003) 
3 (Greater London Authority, 2019) 
4 (Ibid.., p.39) 
5 (Hilber, 2015) 
6 (Office for National Statistics, 2018); (Office for National Statistics, 2020) 
7 (Wills, 2020) 
8 (Greater London Authority, 2017) 
9 (Greater London Authority, 2019) 
10 (Greater London Authority, 2019) 
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1.2.2 COVID-19’s effect on the housing market in London 

 

1.2.2.1 COVID-19 IN LONDON 

The economic shock induced by COVID-19 and subsequent government restrictions in London has 
had a detrimental effect on the demand in the housing market.  

London has been one of the most impacted regions in the UK by COVID-19. The total number of 
cases in London as of 16th February is 690,545, which is about fifth of total cases in England.11 
Between March to April 2020, the city had the highest infection rates and highest mortality rate of 
COVID-19 in the country.12 As of February 2021, London remains one of the areas for a resident is 
most likely to test positive for the virus.13 To reduce the risk of transmission, the Government 
implemented a series of national lockdowns and social distancing measures. The latest lockdown, 
which started on the 4th of January, has slowed transmission in London substantially. The R number 
(the effective reproductive number) in London is now the lowest in the country, estimated to be 
somewhere between 0.6 and 0.8.14 This suggests that Londoners may be following restriction rules 
more accurately than other areas in the UK, hence the corresponding decrease in new cases.15  

The severity of COVID-19 in London has created uncertainty in the economy which has, in part, 
caused a serious economic shock throughout the United Kingdom (UK). 16  The shocks have 
permeated throughout all sectors of the economy. The UK’s Gross Domestic Product (GDP) was 
25% lower in April 2020 than before the first national lockdown in February 2020.17 The UK’s GDP 
is not expected to recover before mid-2022 in an average scenario.18 Additionally, job security has 
decreased since the beginning of the pandemic, despite the Government’s furlough scheme. The 
regional unemployment rate has increased by 2.6 percentage points since November 2019.19  

 

 

1.2.2.2 COVID-19 AND THE LONDON HOUSING MARKET 

The effects of COVID-19 on the economy have heightened existing inequalities present in London’s 
housing market, which are likely to have a negative effect on the demand for private renting tenures 
and an increased demand for affordable housing tenures. Affordability has already been established 
as an issue within the market and the economic environment caused by coronavirus is only 
exacerbating this issue. Since the beginning of lockdown, 180,000 people have fallen behind on 
rent payments in the capital and 374,000 feared they were likely to fall behind in the near future.20 

 
11 (Greater London Authority, 2021) 
12 (Centre for London, 2020) 
13 (Office for National Statistics, 2021) 
14 (National Health Service (NHS) England, 2021) 
15 Ibid. 
16 (Bank of England, 2020) 
17 (Harari & Keep, 2021) 
18 Ibid. 
19 (Office for National Statistics, 2020) 
20 (Mayor of London, 2020) 
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This is indicative of how the affordability crisis has already been impacted by the coronavirus, and 
it seems as though it is likely to get worse as the full extent of the unemployment issue plays out 
following the termination of the furlough scheme. In a GLA survey, 36% of private renters in London 
were found to be unable to cover a loss of just 20% of their monthly income, in comparison to 16% 
of homeowners.21 

Additionally, London’s housing supply has equally been impacted by the economic shocks caused 
by COVID-19. Figure 1 illustrates how right before the first lockdown in March, there were over 
15,000 properties for rent and 5,000 properties for sale added to the Rightmove portal in London. 
During lockdown the rental listings fell by a third, whilst the number of sales fell by 80%. It’s likely 
that this drop resulted from the uncertainty caused by the restriction of movement and fear of 
infection. Figure 1 suggests that during mid-June the flow for rental listings rose to 25,000 a fortnight, 
and the flows of sales continued to increase reaching 10,000 mid-August, as a result of the 
government support policies introduced.22 

 

 
Figure 1: Number of rental and sale listings in London added to Rightmove Portal fortnightly, Mar 2020 to Jan 2021 23 

 

After the first lockdown, the housing market transactions showed signs of a slow recovery, as 
demonstrated by the Residential Market Survey (RICS) in July 2020 which reported a net balance 
of +57% rise in agreed sales, up from +43% in June.24 By Q2 of 2020, changes in consumer 
preference started to show through changes in demand for different properties as shown in figure 

 
21 (Datastore, 2020) 
22 (Cosh & Gleeson, 2020) 
23 (GLA Housing, 2020) 
24 (RICS, 2020) 
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1, which affected the price of houses. Detached house prices rose by 6% whilst prices for flats only 
rose by 2%.25 Knight Frank’s report labelled 2020 “dominated by the escape to the country trend” 
with 7 out of 10 locations viewed from their properties were out of London.26 

 

 
Figure 2: Houses Rise in Popularity  27 

 

As seen in figure 4, Zone 6 saw the highest increase in the number of buyers, and Zone 1 the lowest 
as shown in Figure 3. Showing that there is greater demand for housing in outer London; a reverse 
of the trend seen in 2019.28 

 

 

 

 

 

 
25 (Knight Frank, 2021) 
26 Ibid. 
27 (Knight Frank, 2020) 
28 (Rightmove, 2020) 
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Figure 3: A table showing the increase of demand in Outer London29 

 

 

The rental market also saw a decline in asking rents with inner London average rents falling by 
12.4%. The number of properties on Rightmove portal went up by +139% in Inner London. Figure 
4 shows the changes in asking rents. With rents outside London rising in Q4 to £927 per month by 
3.7% annually and 53% of renters living in Inner London enquired about a property outside the 
capital.30 

 
Figure 4: National and Greater London Average Asking Rent for All Property and Types 31 

 

 
29 Ibid. 
30 (Rightmove, 2020) 
31 ibid 
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1.2.3 THE GOVERNMENT’S RESPONSE TO COVID-19 TO PROTECT THE HOUSING 
MARKET 

In an effort to protect the housing market from the worst effects of the pandemic, the British 
government introduced these policies:  

• The Stamp Duty Holiday 
• A Mortgage Payment Holiday 
• A COVID-19 Eviction Ban 
• An increase of eligibility for Housing Allowance and Universal Credit  
• Additional funding of £7.1bn for the National Home Building Fund 
• An additional £20bn of investment in house building 
• A £12.2bn investment in Affordable Housing  
• The Furlough Scheme 

 

 

1.2.3.1 THE STAMP DUTY LAND TAX HOLIDAY 

In order to stimulate the sales market after the dip during the first lockdown, as seen in figure 5, the 
Chancellor of the Exchequer introduced a stamp duty land tax (SDLT) holiday in July 2020.32  The 
policy raised the threshold at which buyers have to start paying stamp duty from £125,000 to 
£500,000. 

 

 

Figure 5: A Table showing 
the values for SDLT without 
the SDLT holiday for first time 
buyers 33 

 

 

 

 
32 (HM Government, 2020) 
33 (Rightmove, 2020) 
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Figure 6: A table showing 
the values for SDLT without 
the SDLT holiday for existing 
homeowners selling their 
house to buy a new one 34 

 

 

 

 

 

 

 

 

 

 

As both figures 5 and 6 show, buying within the SDLT holiday period could provide a significant 
saving for individuals buying homes for £500,000 or less. Given that the average prices of housing 
in London and South East are £485,010 and £327,057, as interviewee, Richard Donnell noted this 
is the most ‘opportunistic time’ for buyers to purchase homes.35 The SDLT holiday is rumoured to 
be in line for an extension to.36After the first announcement, transactions rose by 14.5% after the 
announcement and 15.6% in August.37A Nationwide report showed that national house price growth 
increased a six year high of 7.3% in December 2020, suggesting the SDLT holiday had a positive 
effect on mitigation. 

 

 

1.2.3.2 MORTGAGE PAYMENT HOLIDAY 

To assist current homeowners that may have lost income through unemployment or the furlough 
scheme, the UK government announced a mortgage payment holiday.38 The system works on an 
agreement between claimants and lenders, which allows claimants to request a mortgage holiday 
of up to six months in total, in up to three-month intervals at a time.39 At the beginning of the 

 
34 (Rightmove, 2020) 
35 (Office for National Statistics, 2020); (Donnell, 2021) 
36 (Sky News, 2021) 
37 (HM Treasury, 2020) 
38 (HM Treasury, 2020) 
39 Ibid. 
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announcement, 17% of mortgage borrowers were on payment holidays, but this number has now 
decreased.40 

 

 

1.2.3.3 RENTAL EVICTION BAN 

An eviction ban was introduced by the Government to protect renters who had already and were 
likely to fall behind with rent payments and the data shows that such a policy would have been 
impactful in the rental market. The National Landlord Association found that in 2020, 840,000 people 
in England fell behind with rent payments and the GLA/YouGov poll found that hundreds of 
thousands of Londoners were fearful of falling behind in rent. The ban was set to end on the 11 
January 2021 but was extended until 21st February 2021. A survey by Barrows and Forrester found 
that only 44% of landlords think that this policy should be extended.41 It seems as if financial difficulty 
may not be the overwhelmingly dominant issue informing opinions about an extension of the eviction 
ban in this survey: less than half of tenants have had pandemic induced financial issues and 34% 
of landlords have lost rental income during the pandemic. This suggests that the policy may be 
disadvantaging a large percentage of landlords at the expense of renters who may not need this 
specific intervention, which poses the question of how effective the intervention is and whether it 
should be renewed. 

 

 

1.2.3.4 AN INCREASE OF UNIVERSAL CREDIT AND HOUSING ALLOWANCE 

Universal Credit recipients received an extra £20 a week to assist with any lost income. Under 
COVID-19, the amount of people allowed to claim Housing Benefit increased. In November 2020 
there were 4.5m claims for benefit up 2.2m since March.42  The policy was temporary to support 
low-income groups and was set to end in April 2021 however is not being considered to be 
extended.43 

 

 

1.2.3.5 NATIONAL HOME BUILDING FUND 

In November 2020, the chancellor announced an increase of £7.1bn to the Home Building Fund, 
£20bn of investment in housing, as well as £12.2bn for affordable housing. This is to help meet the 
increasing demand for different tenures of housing in London.  

 

 

 
40 (UK Finance, 2020) 
41 (Barrows and Forrester, 2021) 
42 (The Guardian, 2020) 
43 (Parliament, 2020) 
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1.2.3.6 THE FURLOUGH SCHEME 

The Furlough Scheme was introduced to support the incomes of groups within the general 
population who were otherwise likely to lose their jobs. By virtue, this will support the housing 
market, as it allows rents and mortgage payments to be maintained.44 Employees placed on 
furlough could receive 80% of their salary up to a cap of £2,500 per month. Currently there are 
approximately 1.2 million on furlough.45 The scheme has been extended a number of times, 
though it was originally set to end on the 31 October 2021.46 It is now scheduled to end on the 30th 
April 2021. 

The construction sector has seen a substantial number of workers go on furlough, or the self-
employed version: the Self-Employed Income Support Scheme (SEISS).47  77,500 workers went on 
furlough, and 239,500 workers went on SEISS.48 The furlough was put in place to help the reduce 
unemployment numbers, which will benefit renters more than any other tenure occupier as they are 
more likely to lose their jobs.49 However, the Office for Budget Responsibility estimated that the 
unemployment rate by the by the end of 2021 is likely to reach 11.9%, but in a worst-case scenario 
could reach 13.2%.50 

 

 

1.2.4 – OBSERVED BEHAVIOURAL TRENDS  

Due to the prevalence of COVID-19 in London and the subsequent restrictions, there have been a 
number of behavioural changes in London’s population that have affected the demand for certain 
tenures in London’s housing market. 

 

 

1.2.4.1 – OUTMIGRATION 

A pattern of outmigration from London has emerged across a range of demographics. This is 
primarily a result of two factors: uptake of work from home programmes and a perceived loss of 
London’s value for money. London is the most expensive region to live in the UK, however London’s 
amenities, vibrancy and economic power has made the location an attractive place to live for 
domestic migrants in their 20s.51 This trend is so prevalent that it has become a key aspect of 
London’s population dynamic.52 As seen in figure 7, In 2019, 33,982 people in the 20-24 age group 
moved to London and 8,303 people in the 25-29 age group. Due to the restriction of movement in 
the capital and the risk of infection, the most alluring components of London are now shut, whilst 
businesses and universities have, where possible, moved online. These factors are likely to have 

 
44 (HM Government, 2021) 
45 (Office for National Statistics, 2020) 
46ibid 
47 (HM Revenue and Collection, 2020)  
48 (Office for National Statistics, 2020) 
49 (Pacitti & Judge, 2020) 
50 (Office for National Statistics, 2021)  
51 (Cosh & Gleeson, 2020); (Office for National Statistics, 2020); 
52 (Cosh & Gleeson, 2020) 
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reduced the amount of internal migration to the capital. We can infer that this group is partly 
responsible for the reduction in demand of rentals in the inner London market, as this demographic 
tends to rent there as sharers.53  

 
Figure 7: Net migration in London from the Rest of England by Age54 

 

Much like 20s migration, over 30s outmigration plays a key part of London’s population dynamic.55 
However, in this instance COVID-19 has accelerated this trend. Figure 7 shows how 37,220 people 
between the ages of 30 to 39 left London in 2019. Though it is difficult to speculate on the age 
breakdowns of those leaving, a survey in July 2020, found that 43% of people would leave London 
permanently if flexible working was offered by their employer. The permanence of the outmigration 
is still up for debate, however, 26% of Londoners surveyed said they wanted to continue working 
outside of the capital, so this may reduce the number of domestic migrants in London permanently.56 
The evidence seems to indicate that these findings have some credibility; Londoners purchased 
73,950 homes outside the capital in 2020 – the highest figure since 2016.57 Moreover, for the first 
time in a more than a decade, the average distance moved by a Londoner outside of the capital was 
40 miles, as seen in figure 8.  

 
53 (Havergal, 2020); (Totaljobs, 2020); (Donnell, 2021); (Bloomfield, 2020) 
54 (Office for National Statistics; Trust for London, 2020) 
55 (Cosh & Gleeson, 2020) 
56 (Totaljobs, 2020) 
57 (Hamptons International, 2020) 
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Figure 8: Average (median) miles Moved by London Leavers 58 

 

 

1.2.4.2 – IMMIGRATION EXODUS 
London has seen a COVID-19 driven international migrant flight, presumably for similar reasons as 
domestic outmigration combined with increased rates of unemployment. An estimated 700,000 
foreign born people have left the capital between Q3 2019 and Q3 2020.59 International migrants 
are more likely to be in sectors that have either suffered from higher rates of unemployment or 
increased rates of use of the furlough scheme.60 Therefore, they may not have been left with many 
options other than to return to their home countries. Moreover, foreign born students have either left 
the capital or decided to stay at home as the shift to online teaching becomes the prevailing method 
of university level teaching.61 The situation seems to be similar for international migrants who have 
jobs that allow them to work remotely.62 This is likely to have an impact on the rental market in 
particular. 

 

 

 
58 (Hamptons International, 2020) 
59 (O'Connor & Portes, 2021) 
60 Ibid. 
61 Ibid..; (Bloomfield, 2020) 
62 (Hammond, 2021) 
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1.2.5 – CONCEPTUAL FRAMEWORK 

Given the novelty of the virus, the conceptual framework (figure 9) has been synthesised through a 
survey of the literature to give insight into the trends that will emerge from COVID-19’s effect on the 
London housing market.  

The literature review used to develop this is available in annex A 

 

 
Figure 9: A Conceptual Framework 63 

 

The conceptual framework hypothesises that a series of non-pharmaceutical interventions (NPI) to 
contain the COVID-19 outbreak has had two main consequences in London: firstly, a change in 
behaviour throughout London’s population and secondly, a serious economic shock in London’s 
economy. The relationship between these factors has behaviour change and supply and demand 
shocks to caused shocks to impact London residential market.  

Non-Pharmaceutical Interventions (NPI) are among the best ways of handling pandemics when 
medical interventions are not yet widely available. Ferguson (2020) summarizes NPI implementation 
into four points: self-isolation, home quarantine, social distancing, and closure of schools and 

 
63 Authors’ own completion from different sources 
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universities. He further explained, there are very large uncertainties around transmissions of the 
virus, which impacts the effectiveness of different policies, and the extent a given population 
spontaneously adopts risk reducing behaviours.  

A use of NPIs to contain the COVID-19 outbreak in London has had two main consequences: firstly, 
observable behavioural changes throughout London’s population and secondly, a substantial 
economic shock. Lin and Meissner (2020) emphasise that coordination between economic and 
public health responses is important to tackle challenges that arise due to the occurrence of a 
pandemic.  

Whilst it is difficult to determine the impact of pandemic on the future growth of the urban housing 
market due to the dynamic nature of the Coronavirus, Francke and Koorevar (2020) analysis of the 
implications of historical outbreaks on housing markets can provide valuable insights. One insight 
is that historical outbreaks have resulted in a pronounced short-term decline in house prices and a 
reduction in rent. This study also suggests that whilst significant pandemics ignite demographic 
shocks, they do not necessarily impact the long-term growth trajectories of global cities. They 
specifically studied the plague in 17th-century in Amsterdam and cholera in 19th-century in Paris, 
highlighting the importance of urban policy in relation to the housing market when cities are exposed 
to major shock. 

 

 

2. METHODOLOGY 

This section details the research strategy and the methods taken in this report. 

 

2.1 RESEARCH QUESTIONS 

Q1. What effects might COVID-19 have on supply and demand of housing of different tenures and 
types in London?  

Q2. How closely is London likely to replicate the experiences of the global cities case studies? 

 

2.2 RESEARCH STRATEGY 

The aim of our research was to:  

• Examine and identify the effects of COVID-19 
• Determine the likelihood of these effects remaining beyond the end of any COVID-19 

restrictions 
• Recommend interventions for the GLA to take to reduce the impact of any negative effects 

from the virus. 



   
 

   
 

22 

 
Figure 10: Research Strategy 

 

To achieve this, our research strategy consists of three parts, as seen in figure 10. It begins with a 
review of the impacts of COVID-19 on London and the global cities’ respective housing markets 
through online research, policy documents, surveys, scholarly articles and news articles. The 
scholarship on COVID-19 and its impacts is a fast-developing space, but the full extent is still 
unknown because of its ongoing nature. The second component of our strategy uses a regression 
analysis to establish a more explicit link between the impacts of COVID-19 in the London housing 
market. The final element of our strategy uses semi-structured interviews to gain expert opinion 
about the impacts of COVID on the supply and demand of housing in the market. 

 

2.3 LITERATURE REVIEW 

A comprehensive analysis of the scholarship and grey literature was conducted to gain more 
understanding about the effects of pandemics on the housing market from both a theoretical and 
practical perspective because of the novelty of the disease and its effects. As Snyder argues ‘the 
literature review as a research method [is especially useful in areas where] knowledge production 
[…] is accelerating at a tremendous speed.’64 Consequently, this report believes this approach is 
useful for mobilising existing research towards filling a literature gap, as there is a noticeable lack of 
well-rounded collations of analyses of COVID-19s effect on tenures at present. 

Appendix B has a compilation of the main findings from our literature review. 

 
64 (Snyder, 2019) 
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2.4 REGRESSION MODELLING 

To make a more explicit link between COVID-19 and its impact on the housing market in London, 
we conducted a quantitative regression analysis. We opted to use a VAR model (Vector 
autoregression). As a statistical time-series regression model, it can be used to capture the 
relationship between multiple quantities when they change over time. The model demonstrates the 
relationship between supply, price of housing, and the number of new cases in the rental and sales 
markets, respectively. In order to control seasonal effects, we chose to start the timeline from 
November 2018 to November 2020 (covering a 24 month-period). 

 

 

2.4.1 INDEPENDENT VARIABLE 

As the pandemic affects housing in various ways, our regression follows a direct route uninfluenced 
by other factors (i,e., unemployment, interest rates). When changes in unemployment and in the 
volume of people working from home are accounted for in the model, the ordinary least squares 
(OLS) algorithm will remove the effect of these two factors on impact of COVID-19 and provide an 
estimate for the residuals. We used the number of new infected cases by date – using data from the 
Public Health England (PHE) Coronavirus dashboard – as the only explanatory variable 
representing the pandemic. Using the number of new cases as opposed to the cumulative cases 
provides more precision, as cumulative cases can only remain the same or increase whereas 
average weekly/monthly cases are dynamic. As the data from PHE used cumulative cases, we 
adjusted this by taking the first difference of the cumulative cases through STATA. The first 
difference of a time series is the series of changes that occur from one period to the next. If Yt 
denotes the value of the time series Y at period t, then the first difference of Y at period t is equal to 
Yt-Yt-1. Therefore, the first difference of cumulative case number is new Coronavirus case number.  

 

 

2.4.2 DEPENDENT VARIABLE 

The data for the average London rental price was obtained from Homelet and the average sales 
price from the Office for Statistics Regulation. Using the aforementioned timeline, we accounted for 
seasonal adjustment on rental price and sale price date using Holt-Winters seasonal smoothing 
method in STATA. The housing supply data, specifically the number of rental and sale listings in 
London, is extracted from the Rightmove portal. Given that the data is only recorded fortnightly, we 
used the latest recorded total listing of each month. The only limitation of the monthly data is that 
there are gaps between each month: e.g., the latest recorded data in May 2020 is up to 19/5/2020 
but the latest recorded data in June is up to 30/06/2020. Moreover, the total listing data is recorded 
from the beginning of the pandemic which starts mid-March 2020. Therefore, we cannot draw 
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comparisons within the regression with housing supply prior to the pandemic, neither can seasonal 
adjustments be made since the time period analysed is shorter than 24 months.  

 

 

2.4.3 TEST AND RESULTS 

The following table illustrates the four regression models attempted: 

 

Table 1: Regression model 

 

A precondition of the VAR model is stability, which occurs when the eigenvalues are less than one. 
This can be tested with the ‘varstable’ command, to be run after the estimation in STATA. It gives 
us a table with the eigenvalues for the estimated VAR, whereby if all values fall within the unit circle, 
then the stability precondition is met. Only the first regression shown in Table 1 succeeded with 
regards to the stability precondition. We attempted to adjust data for the other three tests by i) taking 
first difference, ii) taking the second difference, and iii) taking the log of the dependent variables 
(since we cannot take the log of the independent variable as the new Coronavirus case number is 
zero prior to March 2020), however these attempts failed to satisfy the stability condition. This is a 
limitation in the statistical software process which is beyond the researchers’ control. Nonetheless, 
this does not mean COVID-19 has no effect on average sale price and housing supply for sale and 
for rent, it is just that our regression could not provide any certainty that there is. As for the valid 
regression test, the following calculation was used:  

 

𝑑1𝑙𝑛𝑟𝑒𝑛𝑡𝑝𝑛ℎ𝑤=𝑑2𝑐𝑎𝑠𝑐𝑢𝑚 

 

Here, the dependent variable is the first difference of the log rental price number (following seasonal 
adjustments) and the independent variable is the second difference of cumulative Coronavirus case 
number which, is equal to the first difference of new Coronavirus case number. Firstly, we selected 
the best lag-order from the selection-order criteria. The criterion for selecting a lag length is to 
choose the minimum value of AIC (Akaike’s information criterion) or other information criteria such 
as FPE (final prediction error), SBIC (final prediction error) and HQIC (Hannan and Quinn 
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information criterion). According to FPE, AIC, HQIC, the best lag-order is 2, shown as Table 2, which 
shows that the change of new infected case number in the timespan of two months affected the 
current average rental price. 

 

 
Table 2: Selection of best lag-order 

 

Table 3 shows the results of the VAR model, as highlighted in the area outlined in blue. The smaller 
the p-value, the stronger the likelihood that it can reject the null hypothesis.65 The p-value (0.049) is 
less than 0.05, which is statistically significant at 95%. This indicates that there is strong evidence 
against the null hypothesis, because there is a less than 5% probability the null is correct and that 
the results are arbitrary. We can thus reject the null hypothesis, as the result of the regression 
supports the alternative hypothesis that the pandemic (analysed through the number of new cases) 
has affected the rental price.  

To calculate the percent-change, the coefficient is (-1.46e-06) is multiplied by 100 to account for the 
log of the dependent variable. Consequentially, when the growth of ICN (new infected case number) 
increases by 10,000 two months prior, the current average rent price decreases by 1.46%. For 
example, if we assume the current average rent price is decreasing by 2%, if the Coronavirus case 
number increased by 10,000 two months ago, the current rental price will exacerbate at 3.46% 
decreasing speed. 

 

 
65 (McLeod, 2019) 
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Table 3: Regression results 

 
 

 
Table 4: Stability Check 

 



   
 

   
 

27 

Given that the modulus of each eigenvalue is strictly less than 1, the estimates satisfy the eigenvalue 
stability condition, as shown in Table 4. Graph 1 demonstrates visually that the eigenvalues lie within 
the unit circle. 

 

The stability condition of the estimates was satisfied, as seen in appendix D. 

 
 

Graph 1: Root of the Companion Matrix 

 

We also conducted a Granger causality test, which is a statistical hypothesis test used to investigate 
whether one time series is useful for forecasting another. The area outlined in blue in Table 5 shows 
the Granger causality test result of our regression. The p-value is 0.049 less than 0.05, this means 
we can reject null hypothesis that there is no Granger causality between Coronavirus case number 
and average rental price, at 95% significance level. Therefore, the past value of case number should 
contain information that helps predict average rental price. 

 



   
 

   
 

28 

 
Table 5: Granger causality test 

 

 

Moreover, in order to estimate the unemployment rate effect on rental price during the pandemic. 
We used the seasonally adjusted unemployment data from the Office for National Statistics to 
conduct another regression analysis as shown below. 66 

 
    𝑑1𝑙𝑛𝑟𝑒𝑛𝑡𝑝𝑛ℎ𝑤=𝑑2𝑐𝑎𝑠𝑐𝑢𝑚+𝑑1𝑢𝑛𝑒𝑚𝑝𝑟 

  

Although, the coefficient of this model was not significant, it satisfied the stability condition (as shown 
in appendix A) which indicates that results are valid. The non-significant results indicate that 
unemployment has no effect on the rents, as there is a relatively slight change in the unemployment 
rate during the pandemic.   

Additionally, we attempted to predict the growth rate of average rental price over the next 8 months, 
bearing in mind the limitations posed by the lack of availability of predictions of the number of new 
cases.  

As shown before, d2cascum Granger causes d1lnrentpn_hw. The past value of d2cascum (rate of 
change of COVID-19 cases) can be used to predict the future growth rate of rent. As previously 
mentioned, we confirmed that d2cascum has a two-month lag effect on the average rental price. 
The predictive data for the number of new cases ending in December 2020 is used in our analysis 
to forecast the average rental price change rate until July 2021 as shown in Table 6. The coefficient 
of the rate of change is -1.46 x 10-6. By multiplying the coefficient to the predicted d2cascum of 
London, the rental change can be predicted. Data from the IHME of the University of Washington 
(US) predicting the number of new cases in England is amended and used based on the average 
proportion of cases in London to those in England as whole (LE Proportion, 16.9636%, as provided 

 
66 (Nomisweb, 2003) 
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by Public Health England)67,68. There are two sets of predictions, ‘projection’ and ‘worse scenario’, 
and rental change predictions are made correspondingly. The percentage change in housing rental 
price is calculated as follows: 

 

 

 

 
Table 6: The predicted case number and the corresponding prediction of rental price 

 

From the prediction, in both scenarios, it is expected that the decreasing trend of rent would end in 
February, which is expected to experience the highest magnitude of decrease as a result of by 
severe infection in December. It is also believed that assuming the case numbers would increase in 
March (the worse scenario), there is still an overall increasing trend in the rental market. 

 

2.5 SEMI-STRUCTURED INTERVIEWS  

In order to gain further insight into our research questions, we conducted a series of semi-structured 
interviews with stakeholders from the construction and housing industry. We interviewed: Economist 
Joel Marsden, A Hong-Kong Housing Market Specialist, Zoopla Research Director Richard Donell, 
Savills Germany Associate Researcher Matti Schenk, Policy Director at the Home Builders 
Foundation David O’Leary, and Resolution Foundation Economist Cara Pacitti. We tailored the 

 
67 (Healthdata, 2020) 
68 (UK Gov, 2020) 
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questions for each interviewee in order to gain the most useful information based on their area of 
expertise. The Interview questions can be found in appendix B. 
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3. GLOBAL CITIES 

 

This section introduces the global city case studies – Berlin, Hong Kong, Melbourne, and New York- 
and the impact of COVID-19 in them. The economies of our global cities are largely services-based, 
like London and have comparable aspects within their housing markets that make comparisons with 
London useful.  

 

 

 

3.1 BERLIN 

 
City of Berlin69 

 

 

 
69 (Guthmann Estate, 2021) 
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3.1.1 BACKGROUND 

 

The similarities in population density between London and Berlin, along with the implications of the 
pandemic on Berlin’s large rental market, makes Berlin a good case study when trying to understand 
the effects of COVID-19 policy on demand for private rental tenures. 

Despite the dramatic fall in Germany’s housing market in 2010, Berlin has become somewhat of a 
‘boomtown in recent years’ with rents rising from €33sq/m²in 2010 to €41sq/m² in 2019.70 Berlin’s 
rental market has fared similarly in the last few years. Between 2013 and 2020, house prices have 
increased by 88.5%, which is a significantly higher growth rate than similar-sized German cities.71 
Like London, a population increase – of around 360,000 between 2010-2018 – with an inadequate 
new housing supply has increased prices in the private rental and sales market.72 This effect is 
particularly pronounced in the rental market as 85% of Berlin’s populace rent.73 

 

Figure 11: An infographic describing the similarities between Berlin and London74  

 

 

3.1.2 COVID-19 IN BERLIN 

 
70 (Knight Frank, 2020) 
71 Ibid. 
72 Ibid. 
73 (Guthmann Estate, 2021) 
74 (ONS, 2021) (Versus, 2021) (CEIC Data, 2021) (Numbeo, 2021) 
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Figure 12: Covid-19 in Berlin 7576 

 

Berlin’s case numbers are low - 127,187 total – especially when compared with London, which has 
had 5.4 times the number of infected cases. However, the restrictions in Berlin are very similar to 
those in London. As of February 2020, Berlin is in its second lockdown, as seen in figure 12; outside 
of lockdowns, much of the same social distancing measures are in place.77 Despite the economic 
shock caused by COVID-19, Germany has managed to contain most of the damage, as the German 
economy is predicted to return to pre-covid levels by the second H2 2021.78  Thanks to Germany’s 
seasonal work programme, the unemployment rate only grew by 0.9% between February 2020 and 
December 2020, limiting the impact of COVID-19 on Germany’s economy.79 

 

  

 
 

76 (John Hopkins University Centre, 2021); (The Governing Mayor of Berlin, 2021); (The New York Times, 2021) 
77 (John Hopkins University Centre, 2021) 
78 (Gehrke, 2021) 
79 (Trading Economics, 2021) 
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3.2 HONG KONG 

 

3.2.1 BACKGROUND 

 

The effects of COVID-19 and the 2003 SARS crisis on Hong Kong’s housing market add a valuable 
perspective on the effects of pandemics on cities that have largely inelastic supplies like London. 
Hong Kong’s demand far exceeds its supply, making a comparison of the city to London suitable, 
as demand in London is normally similar.  

Figure 13: An infographic describing the similarities between London and Hong Kong80 

 

While house prices in Hong Kong were moderate in the years leading up to 2007, since 2009, prices 
have surged by 252%.81 The growth of housing prices after 2009 is directly correlated to a surge in 
demand, likely caused by a liberalisation of immigration policy.82 Between 2009 and 2019, the city’s 
population grew by 503,700 yet over a similar period only 142,383 homes were built.83, Much like 
London, Hong Kong’s housing supply is inelastic, which causes prices to increase with any increase 
in demand and has created an affordability crisis.84 As a result, the demand for affordable housing 

 
80 (C&SD, 2020); (Macrotrends, 2021); (ONS, 2019); (ONS, 2020); (ONS, 2020); (Reuters, 2020);  (Statista, 2021) 
81 (R&VD, 2021) 
82 (Zhang, 2018) 
83 (C&SD, 2009); (C&SD, 2020) 
84 (Marsden, 2015) 
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is high, and is partly met by two affordable housing programmes: The Public Rental Housing System 
(PRHS) and The Subsidised Home Ownership Scheme (SHOS).  

 

3.2.2 COVID-19 IN HONG KONG 

Figure 14: Covid -19 in Hong Kong85 

 
85 (Reuters, 2021) 
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Unlike the other global cities mentioned in this report, Hong Kong has managed to maintain 
extremely low infection rates during the COVID-19 pandemic and avoid a full lockdown.86 Instead of 
full lockdown, alternative lockdown actions have been imposed in localised areas, including the 
limitation of public gathering, school suspensions, and the encouragement of work from home 
practices.87 Despite Hong Kong’s low case numbers, COVID-19 has had a detrimental effect on the 
economy. A variety of sectors have been closed to slow domestic and international transmission – 
including the travel industry, which is one of Hong Kong’s four pillar industries.88 Additionally, the 
unemployment rate has increased from 3.4% to 6.6% during the pandemic.89 

One of the most significant behavioural changes that has emerged in the city is the transition to 
working from home (WFH). Vyas and Butakhieo, (2020), found that whilst WFH was uncommon in 
Hong Kong prior to the pandemic, that the practice is now viewed favourably by employers and 
employees, as productivity is still high. Suggesting that this will remain a policy post-COVID.90 

The inelasticity of demand within the Hong Kong housing market is driven by a severe shortage of 
land supply. According to Hong Kong Planning Department data, there is a shortfall of 1200 hectares 
of land after deducting potential demand91. The land shortage has led to the lack of housing supply, 
and hence high housing prices.  

As a result, even during COVID, the housing market has only been affected slightly. In the private 
market, the selling price of houses remained stable while the rental price of houses experienced a 
decrease during COVID-19. During COVID-19, the selling price index experienced up and down 
and experienced an overall 0.1% decrease compared to the index in January, right before the first 
COVID case92. The number of transactions experienced a 2% decrease during COVID-1993. The 
anonymous interviewee believed that “[t]he resilient performance in the residential market is 
because people still need to have a place to live which create solid demand for private residential, 
especially the rental market”. The purchasing power towards the housing market has also been 
expanded as “the historical strong performance provided confidence to investors”.  Prices within the 
private rental market experienced an average decrease of 3.9% during COVID94. Moreover, this 
interviewee believed that large-sized flats contributed most to this situation compared to smaller 
sized units as “some households may move from larger flats to smaller flats given the poor economy 
outlook (such as salary cut)”.  A mild correction of prices has resulted from the ultra-low interest 
rate. The anonymous interviewee is also confident about the prospects of the housing market in 
2021, as people consider “residential (units) as a relatively safer investment”.  

  

 
86 (Reuters, 2021) 
87 Ibid. 
88 Ibid. 
89 (C&SD, 2021) 
90 (Vyas & Butakhieo, 2020) 
91 (PlanD, 2016) 
92 (R&VD, 2021) 
93 (Registry, 2021) 
94 (R&VD, 2021) 
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3.3 MELBOURNE 

 
City of Melbourne95 
 

3.3.1 BACKGROUND  

Melbourne is among the global cities currently at nearing the final stages in curbing the COVID-19 
infection cycle. In fact, as of September 2020, at the national-level, Victoria is experiencing steady 
decline in new coronavirus-cases.96 Melbourne, similar to London, is considered a key economic 
powerhouse that significantly contributes to Australia’s national growth. The housing market, 
however, was already facing an economic downturn of 10.2% starting 2017 at the national level.97 
Housing market prices in Melbourne fell by 1.6% directly preceding the pandemic in February 2019, 
specifically due to credit restrictions affecting mortgage loans and investment.98 

 

 
95 (JLL, 2020) 
96 (Victoria State Government, 2021) 
97 (Gubana, 2020) 
98 (Farrer, 2019) 
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Figure 15: An infographic describing the similarities between London and Melbourne99 

 

3.3.2 COVID-19 IN MELBOURNE 

In contrast to London, Melbourne’s government enforced a strict lockdown very quickly after the first 
case was reported near Clayton in Melbourne. This rapid action helped to limit the number of 
COVID-19 cases in the region. It is reported that Melbourne has had one of longest continuous 
lockdowns in the world at 112 days.100 Melbourne's economy is at risk of losing up to A$110bn 
(£60bn; $81bn) over the next five years due to the fallout from the pandemic.101 Additionally, 
unemployment is projected to increase, as the state is at risk of losing up to 325,000 jobs in 2021.102 

Housing policy interventions in Melbourne during the pandemic were targeted towards three 
parties: renters, landlords and mortgage holders.  

Out of three parties, renters arguably got the most targeted intervention by the State Government. 
Initially, rental price increases and evictions were suspended between 29 March 2020 and 28 
March 2021.103 However, the intervention deepened, as the government introduced a policy 
between the 15 April 2020 to 28 March 2021, for renters who had lost income through the 
pandemic.104 Renters had the option of obtaining relief for 70% or less of their rent from the State 
Government up to a limit of $3000.105 Whilst this may seem quite low, considering the length that 

 
99 (ONS, 2021) (Versus, 2021) (Numbeo, 2021) 
100 (BBC, 2020) 
101 (Khalil, 2020) 
102 Ibid. 
103 (Consumer Affairs Victoria, 2020) 
104 (Housing Vic, 2021) 
105 Ibid. 
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the programme ran for, this could have been supplemented with a range of other social security 
payments specifically for lost income during COVID-19.106  

Landlords and mortgage holders arguably received a much smaller government response to 
potential hardships caused by COVID-19. To help landlords through this period, as income could 
be impacted negatively through the measures for renters during the pandemic, the state 
government implemented a land tax deferral– for taxation that would normally be taken from 
landowners on land in Victoria – and reduction of up to 50% for landlords during 2020.107  

In contrast, similar to many of the other global cities, Melbourne mortgage holders had access to a 
COVID-19 mortgage holiday lasting 6 months, which could be extended by 4 months in the event 
of 'financial hardship', as well as similar access to land tax referral of up to 25%.108  

  

 
106 (Services Australia, 2021) 
107 (State Revenue Office Victoria, 2021) 
108 (Ziffer, 2020); ibid. 
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3.4 NEW YORK  

 

City of New York109 

 

3.4.1 BACKGROUND  

New York’s population is the closest of all the case studies to London and this allows us to see a 
better representation of how behavioural change impacts similar sized cities as London. Over the 
years developers, investors, brokers, and homeowners have ‘always assumed that New York’s city’s 
real estate development music can never stop’.110 Prior to the pandemic, New York’s unemployment 
rate was quite low at 3.4%, However, the rising uncertainty from the pandemic has had a clear effect 
on the city’s economy and by extension its housing market.  

  

 
109 (NY Times, 2020) 
110 (Forbes, 2020) 
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Figure 16: An infographic describing the similarities between London and New York 111 

 

3.4.2 COVID-19 IN NEW YORK 

New York has suffered from an upsurge in Coronavirus cases and similar to London, a strict 
lockdown was enforced which has a substantially negative effect on the economy.112 During the first 
lockdown, in March the Governor Cuomo announced he was putting the global city on ‘pause,’ by 
mandating that non-essential workers stay at home with the exception of critical travel.113 This led 
to stagnation of all non-essential businesses, increasing the city’s unemployment rate to 15.9%.114 
This has since fallen to 8.2%.115 it then surged to 20% in August 2020 following the outbreak.116   
New York has suffered with a from an upsurge in Coronavirus cases. As of February, the total 
number of Covid cases in New York have reached 1.6million with 46,562 deaths.117   

 
111 (ONS, 2021) (Versus, 2021) (Numbeo, 2021) (New York State, 2021) 
112 (The Guardian, 2020) 
113 (Governor NY, 2020) 
114 (US Bureau of Labor Statistics, 2021) 
115 Ibid. 
116 (NY Gov, 2020) 
117 (NY Times, 2020) 
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4. RESULTS AND DISCUSSION  

This section contextualises and explains the findings based on our research methods.  

 

4.1 QUALITATIVE/ COMPARATIVE ANALYSIS 

The findings from the qualitative analysis indicate that COVID-19 has had an overall negative effect 
across both London’s and the global cities housing markets. The virus tends to have a particularly 
negative impact on the demand for rental tenures, which tend to be more sensitive to more transient 
forms of migration than other tenures.  

Moreover, the evidence suggests that non-pharmaceutical forms of government intervention have 
a negative effect on both private market and owner occupancy tenures of all kinds., the economic 
shocks caused by NPIs has increased the already-high demand for affordable tenures. What has 
also become clear is how government-led market interventions can either create demand or stabilise 
demand for the rental and owner occupancy tenures. 

 

4.1.1 LONDON 

 

4.1.1.1 HOUSING DEMAND OF DIFFERENT TENURES AND TYPES 

The impact of COVID-19 on the demand of different tenures within the London residential market 
has been quite varied across the market. However, the fall of demand of all types, except affordable 
housing, in the inner London market has been a consistent trend. 

 

4.1.1.1.1 Owner Occupancy 
COVID-19 has slowed the demand for most owner-occupancy tenures across London’s residential 
market, especially within central London’s non-prime housing market. Despite this, London’s house 
prices rose by 3.5% between December 2019 and December 2020, which suggests the effect of the 
economic shock caused by COVID-19 could be limited. 

The beginning of the pandemic caused a dip in demand for owner-occupancy in London. Three 
factors could potentially explain this trend: 

o Firstly, the unprecedented nature of the Government’s measures to contain the virus likely 
exacerbated the existing economic shock brought on by the impact of the virus.118 

o Secondly, the uncertainty caused by the threat of unemployment and the general economic 
environment during the first lockdown discouraged buyers and sellers from participating in 
the market.119  

 
118 (Adams-Prassl, et al., 2020) 
119 (Chien & Setyowati, 2020);  
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o Thirdly, a decrease in the availability of finance between the beginning of the pandemic and 
Q3; at the start of the COVID-19 crisis, 137 lenders were offering a ‘two-year fixed-rate 
mortgage’ with a 5% deposit, just one was offering the same service in July.120   

The dip in price is consistent with Chien and Setyowati’s (2020) findings on the negative effects of 
macroeconomic uncertainty on the stability of house prices.121   

However, once the stamp duty holiday is announced, there is an increase in the demand for housing 
in outer London and its surrounding areas. The number of houses on the Rightmove portal, in figure 
1, increased quite substantially in early September. As the average sale in London takes between 
6 – 12 weeks to close, we can infer that the increase in supply in September is prompted by 
increased demand.122  This trend would suggest that the stamp duty holiday positively affected the 
recovery of demand in London’s residential market. However, alongside the increase in houses, 
another trend emerged which cannot be explained by the stamp duty alone. 

Demand for houses in Zones 4, 5 and 6 over this period increased substantially, with the number of 
buyers in October 2020 increasing by 76%, 103% and 108% in comparison to the same time last 
year.123 Conversely, the demand for houses in Zone 1 has fallen quite substantially, as the number 
of buyers only increased by 7% in comparison to last year, with asking prices 8.2% lower than 
October 2019.124 Conversely the demand for flats across London has fallen considerably, they have 
fallen out of Rightmove’s top 5 most in demand categories since the beginning of the pandemic.125 
This trend may be due to the prevalence of ‘work from home’ (WFH) programmes. Consumer 
preferences have changed to suit the reality of working and living at home. Hence there is a demand 
for bigger spaces with gardens and office space. Space is at a premium in central London, so 
consumers have traded convenience and proximity to work for a garden and office space.126  

The permanence of work from home programmes is debatable, as some investment management 
firms are keen to see a total return to the office.127 However, some businesses in the service sector, 
like Standard Chartered, HSBC and Lloyds, are considering a hybrid model which splits time 
between the office and WFH.128 We can only speculate that work from home is likely to remain in 
some capacity at most firms as a preference, but this report believes that this trend will likely add to 
the demand for homes in outer London, as consumers attempt to get the best of both worlds. 

4.1.1.1.2 Private Rental Market  
Comparatively, the effects of COVID-19 on the private rental market has been particularly severe, 
as the rental market will respond to consumer changes quicker because of the lower commitment 
involved with renting, as opposed to owner occupancy. Inner London has been most affected by the 
impacts of lower internal and external migrants in London throughout the pandemic.  

 
120 (Peachey, 2020); (Bank of England, 2020) 
121 (Chien & Setyowati, 2020) 
122 (Burridge, 2019) 
123 (Rightmove, 2020) 
124 Ibid. 
125 (The Economist, 2020) 
126 (Bloom, 2020) 
127 (BBC News, 2021); (Davis, 2020) 
128 (Boscia, 2021) 
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The restriction of movement in the City has caused an effective closure of London, and this has 
reduced the desirability of London as a location to live.129 This discovery would be in line with Moeller 
& Wittowski’s (2010) findings of people choosing types of temporary accommodation instead of 
forms of permanent ownership as a means to experience the area. As this finding suggests that the 
reduction in demand in inner London can be explained by the psychological differences between 
renting and owning, as renting is not solely perceived as a means of living but a tool to engage in 
an experience.130 The prices in London’s rental market are amongst some of the highest in the 
world, so the value of the price is likely placed in the living experience.131 The evidence seems to 
suggest the case is similar for ‘20-somethings’ that migrate from elsewhere in the UK.132 With the 
prevalence of work from home, it seems counterintuitive to leave home for higher rents and not 
much else.133  

The reduction in migration is also likely responsible for the enormous reductions in inner London’s 
rental market, as these demographics tend to rent within that market. In Q4 2020, whilst asking rents 
in outer London saw no growth over Q4 2019, asking rents in inner London were reduced by 12.4% 
in comparison to the same period the year before.134 From the evidence we can speculate that the 
recovery of the inner London rental market will be soon after all restrictions on City are lifted with 
certainty. 

 

4.1.1.1.3 AFFORDABLE HOUSING 

The demand for affordable housing of all types in London has already been established as being 
high, which is driven by high living costs and stagnant real wages.135 Even though rents across 
Greater London have reduced, the demand for affordable tenures is likely to rise further based on 
two trends: a realisation of the projected increase of unemployment and the continued outmigration 
of central Londoners to outer London to suit WFH productivity.  

Projected unemployment alone is likely to drive demand for affordable housing tenure through a 
decrease of ability of the lowest income groups to afford the private rental tenure, as the 
unemployment rate is poised to reach between 10-13% by the end of 2021.136 The private rental 
tenure caters to a widespread of incomes, and those in the two lowest income quintiles who privately 
rent are most vulnerable to income loss during the pandemic.137 Moreover, despite the income 
security provided by the furlough scheme, the pandemic was already affecting the pockets of the 
lowest income groups. For example, in August 2020, 227,000 people still fell into rent arrears, and 
a quarter of renters in London were fearful of being unable to make rent payments.138 These findings 
suggest that COVID-19 could have enough of an impact on the lowest income groups in London to 
lose their rented homes without further government support. There are various estimates of how 
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long it could take for the UK economy to recover after restrictions are fully relaxed: the range seems 
to be anywhere from 18 months to 4 years.139  Either way, we can speculate that if the economic 
environment stays the same or worsens after the end of the furlough scheme, this trend will likely 
be present in the market for some time after the pandemic is over, which in turn will increase the 
demand for ‘genuinely affordable housing’.140 

Secondly, the report's findings indicate that the trend of outmigration to the cheaper outer London 
market may continue if interest in working from home continues. Speculatively, we believe this may 
affect the demand for housing in zones 4,5 and 6 mainly, which could drive the housing and rent 
prices up further. This effect has already prompted an increase in house prices and stability in the 
rental prices in outer London, despite the economic effects of the lockdown, as seen in figures 4 
and 5. These trends indicate that if the popularity of WFH continues, this could further drive demand 
for affordable housing tenures, as the most precarious type of workers will likely be more affected 
by the increase of unemployment and will be more vulnerable to being priced out of areas without 
sufficient income. 

 

 

4.1.1.2 HOUSING SUPPLY OF DIFFERENT TENURES AND TYPES 

The supply of housing in the owner-occupancy market was initially affected quite severely by the 
impacts of COVID-19. However, as the year progressed, the market supply improved and became 
less affected by the COVID-induced economic shock. The evidence suggests that this is fuelled by 
the stamp duty holiday. The pipeline of supply has largely remained unaffected by COVID-19 but 
instead has been primarily influenced by existing factors. 

 

4.1.1.2.1 Owner occupancy  
Like the demand side, Government-led NPIs and subsequent economic shock initially impacted the 
supply side of the owner-occupancy market. Whilst the supply may have physically been present, 
and sellers were reluctant to put houses on the market at the risk of lower returns because of the 
reduction in demand.141  

As seen in figure 1, the number of houses on the Rightmove portal decreased sharply at the 
beginning of the first lockdown. The first lockdown prohibited all non-essential human contact and 
banned the viewings of the property.142 Viewing a property is an integral part of the buying process, 
and as this was interrupted through COVID-19, we can infer that this impacted the supply of housing 
appearing on the portal as it reduced the likelihood of selling.143 As soon as restrictions were eased 
in May, we can see an instant pick up in the numbers added to the Rightmove portal in figure 1. This 
figure suggests that the supply started returning as restrictions were loosened, so it could be inferred 
that any dips in demand during the COVID-19 pandemic was induced by NPIs and, therefore, 
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temporary. Moreover, this trend indicates that the stamp duty holiday announcement acted as an 
accelerant for reintroducing supply into the market. After the announcement, the number of houses 
on the market increased significantly. This finding is consistent with Francke and Korevaar (2020) 
analysis about the importance of housing policy for stimulating the housing market after a pandemic. 

The pipeline of supply suffered a similar fate; however, the supply side has not yet recovered to pre-
pandemic levels. In March and June, there was a loss of nearly 5,000 completions, and the supply 
side has not yet reached pre-pandemic levels.144 This trend could be explained by the impacts of 
NPIs on the construction sector, as construction was initially banned during the first lockdown and 
since has been subject to strict social distancing requirements, which may be impacting efficiency.145 
This situation alone would indicate that this is a temporary effect. However, when considered with 
the threat of unemployment and the number of construction workers on furlough, or equivalent, this 
may be a trend that impacts supply for the foreseeable future. Conversely, on the administrative 
side, the number of planning permissions granted was at a three-year low.146  

 

4.1.1.2.2 Affordable Housing  
The supply side of the affordable housing market has suffered many of the same pressures as the 
owner occupancy tenure, so is similarly affected. It is estimated that the UK will lose between 25,000 
and 66,000 affordable homes because of the impacts of NPIs on the sector.147 This suggests that 
the impacts of COVID-19 on the affordable housing tenure will be felt for years to come. 

 

4.1.1.2.3 Private Rental Market 
The supply of private rental tenures during the COVID-19 pandemic has been higher than usua, 
particularly across the inner London market because of the reduced demand, as explained in 
3.1.1.2. However, due to the anticipated return of migrant renters, the increase in supply might be 
temporary. On the other hand, there has been an 8% increase of completed build to rent houses 
throughout 2020, which suggests that this specific construction sector has been less affected than 
the general industry overall.  This trend is likely in spite, not because of COVID-19, as it is growth 
rates that high is an anomaly across the industry. The supply of this tenure is largely inelastic and 
dominated by the second-hand market, so the demand will be what determines the availability of 
supply. 
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4.1.2 THE GLOBAL CITIES 

This subsection presents the results from each case study and provides the lessons learnt. 

 

4.1.2.1 LONDON AND BERLIN 

While London and Berlin have large rental sectors, their differences in handling the Coronavirus 
have equated to Berlin’s rental market faring better than London’s.  To stabilise the demand for 
private rental tenures, the Government of Germany issued some policies to support the private 
sector (i.e., credit relaxation, payment in instalments) in order to minimise reductions of labour and 
prevent a rise in the unemployment rate.148  

 

4.1.2.1.1 EFFECTS OF COVID-19 ON TENURES AND TYPES  

 

Rental Market 

75% of Berlin's inhabitant's rent, which places Berlin's housing market under immense pressure. In 
September 2020, Berlin's rental supply had fallen by 42% compared to the same period last year, 
indicating that the economic shock from COVID-19 has had little effect on the supply in the market. 
The lack of supply in the rental market in Berlin is likely due to the increased migration and the 
implementation of the German Civil Code, rental cap, and the slow construction speed. The rental 
cap, implemented in 2019, is a policy that seeks to restrict rental price increase. Though it is still 
going through the constitutional court, its effect on the rental market has already been substantial.   
As for the demand, due to a combination of the rent cap and COVID-19, rental prices have fallen by 
88% between October 2019 to October 2020.  

 
Figure 17: Rental Offers, Segments and Median Offer Price in Berlin (From 2019-6 to 2020-11)149 
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Housing Market 
Unlike London, COVID-19 had a very minor effect on the sales market in Berlin, the median 
purchase price grew even amidst the pandemic and subsequent lockdowns. 

 

 
Figure 18: Purchase Offers, Segments and Median Offer Price in Berlin (From 2019-6 to 2020-11)150 

 

The figure below suggests that in Germany’s housing market, irrespective of the reduction in 
construction activities, the impact is comparatively smaller than in other European countries. 
However, all other countries have regained expansionary territory, except for Germany.151 

Figure 19: Construction Sector Activity in Europe in Early 2020152 

Government Policies 

Germany’s policies during the COVID-19 mainly helped renters: by suspending evictions, extending 
rental contracts, and subsidising rent payment. Most countries have used eviction suspension as a 
protection policy to tenants, however, unlike other countries, both residential and commercial 
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tenants are protected from eviction in Germany 153. They have also allowed forbearance of mortgage 
for homeowners and have made support available to cover utility bills. After the formal regulations 
many German banks still choose to give mortgage breaks to landowners as many of them have 
experiences job loss and income reductions154. London has comparatively similar policies but fewer 
strategies in supporting the rental market tenants as there are still more people buying houses in 
London.  

The pressure of housing has led the government to introduce rent caps and recommending freezing 
lease covers of occupants’ bills for five years from 2019. 155 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 20: A table 
showing the 
difference in 
housing policy 
responses to 
COVID-19 across 
the OECD 
countries.156 
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Lessons Learnt 

- The implementation of a rental cap is likely to regulate prices in the medium-long term and 
ensure more affordable housing is available on the open market made. 
  

 

 

4.1.2.2 LONDON AND MELBOURNE 

In contrast to London, Melbourne applied stricter restrictions to reduce the infection rate and has 
now come out of the lockdown phase of NPI. Despite this, the housing prices in metropolitan 
Melbourne are still suffering from the impacts of the 112-day lockdown, which was the longest in the 
world.157  

 

4.1.2.2.1 Effects of COVID-19 on Tenures and Types 
Due to the uncertainty shock brought about by the pandemic, sales volumes initially dropped by an 
estimated 8.1% percent in March 2020 then plummeted further to 38.1% in April 2020.158 The sales 
market then started to recover, with the number of listings increasing from mid-March to early-May 
by 34% and the number of sales increasing by 59% in comparison to April 2020.159 However, the 
rental market was more temperamental. Whilst Melbourne became the second most affordable 
place to rent due to the effects of COVID-19 on demand, the number of people requesting income 
assistance increased in Victoria by 18% and 42% of individuals either faced difficulty in paying rents 
or had insufficient disposable income.160 Indicating that similar to London, Melbourne is struggling 
to cater to citizens in its low-income brackets. This has pushed the demand for affordable housing 
up even higher than pre-COVID levels.161 

Moreover, seeing as overseas migration accounts for approximately 63.3% (77,400) of Melbourne’s 
population, outmigration patterns including interstate and external migration have led to a net loss 
of 10% of the population as of February 2021.162 Migration levels are expected to return pre-COVID 
levels with an expected “new supply exceeding demand by 127,000 dwellings in 2021 and 68,000 
dwellings in 2022.” 163  Overall, income loss/unemployment, outmigration, coupled with rapid 
population growth in Melbourne, have consequently curbed a rise in house and apartment prices.164 
Additionally, the number of empty houses rose from 2.5% to 4.7% from December 2019 to 
December 2020.  Consequently, rental prices have plunged by 8.7% due to low demand and 
increased vacancy rates.165 As the overseas market will likely return after the end of the pandemic, 
this dip in demand and rise in supply is temporary. 
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Figure 21: Number of Attached Dwellings Transfer in Melbourne 

 

However, we can also see that the lowering of interest rates can be useful in incentivising new 
purchases and restoring confidence in the housing market.166 

 

 

 

 

 

 

 

 

 

 

Figure 22: Number of 
Established House 
Transfers in 
Melbourne 
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4.1.2.2.2 Government Policies and Their Effects on Supply and Demand 
In response to the economic shock, like London, Australia’s central bank lowered interest rates and 
credit conditions were improved upon to strengthen the residential market in Melbourne.167 

Landlords affected by the pandemic can apply for a reduction in land tax of up to 50%. Also, those 
who cannot find a tenant can apply for up to a 25% reduction in land tax. As for purchases, the 
Australian government announced in November 2020 (applicable from contracts starting in the 
future) that it would reduce the transfer duty on residential properties by 50%.168  

Melbourne’s supply and demand are likely to return to normal levels post the pandemic. 

 

Lessons Learnt 

- To accompany COVID-19 relief for renters, landlords may need some forms of assistance to 
cope through the financial burdens of these policies. 

- Given the population reductions as a result of lower migration induced by COVID-19 are likely 
temporary, the return of migrants will likely see a strong bounce back in the rental sector. 

 

 

 

 

4.1.2.3 LONDON AND HONG KONG  

The effects of the pandemic have been relatively light on Hong Kong’s economy, as their previous 
experience with SARS has prepared them better for a viral crisis like COVID-19. However, the 
inelasticity in the market’s supply is similar to London’s, thereby making the city a good case 
comparison for this study. 

 

4.1.2.3.1 Effects on Tenures and Types 
Due to the high demand for affordable housing, there was little difference in demand or supply for 
any housing type in this tenure. However, there is some variance in the private market. The 
residential sales market has been very stable: seeing only a 0.1% decrease in prices in 2021 in 
comparison to pre-COVID prices in January 2020.169 As well as, a decrease of only 2% in the 
number of housing market transactions throughout the pandemic.170 According to a Hong Kong 
housing expert (kept anonymous for confidentiality) believes this is due to the immense demand 
created by the need for people to remain within Hong Kong borders, leaving them with little options 
but to keep buying houses to stay in the city state. In the private rental market, however, there has 
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been an average decrease of 3.9% of rents because of decreased demand for larger flats, which 
may be explained by renters moving to smaller units because of the economic fallout from COVID.171 

 

4.1.2.3.2 Government Policies and Their Effects on Supply and Demand 
Housing policy responses in Hong Kong have primarily been aimed towards the affordable renting 
sector, as they are deemed to be more vulnerable to the poor economic environment caused by 
COVID.  To maintain the demand for this tenure, the government implemented a three-month rent 
waiver to reduce the economic impact of the pandemic. Additionally, the government reduced the 
prices of SHOS flats to cope with the economic change due to COVID-19.  The Homeowner scheme 
(HOS) was introduced to help people buy a government-subsidised flat for less than market value.  
This scheme was done to encourage buyers and increase demand. While the government policies 
focused on affordable housing and housing support, the luxury market of Hong Kong suffered a 21% 
decline.  Across the market, there were 27,277 sales recorded in Q1 of 2020 compared to 34,520 
in the same period in 2019.172  

 

SARS (2003) Case Study 
While COVID-19 has become a global disease, SARS was contained in a relatively small region in 
East Asia. Nevertheless, Hong Kong’s experience with SARS is still an excellent reference of how 
pandemics affect global cities. SARS had a significantly negative effect on the local economy, as 
there was a significant drop in local consumption, house price deflation and an increase in 
unemployment.  The outbreak caused a situation whereby the mortgage payments of a number of 
Hong Kong residents became greater than the asset value due to deflation, resulting in negative 
equity. 20% of all residential mortgage borrowers had negative equity in their houses during SARS 
– a figure which has not since been replicated in Hong Kong’s residential market. The capacity for 
behavioural change that could affect the housing market was limited as WFH was not available in 
2003 due to the lack of technological support. Also, Hong Kong’s status as a special administrative 
republic made it less appealing to leave for most people.173 

 

Lessons Learnt 

- Increased unemployment levels may lead to a pre-meditated drop in rent prices through 
government policy 

- Private market rent prices may decrease for larger flats due to the reduction in demand 
- Economic shock from SARS has increased the prevalence of negative equity for owner 

occupied tenures 
- In markets with inelastic supply, as soon as restrictions that affect demands are lifted, the 

prices are  likely to adjust to pre-pandemic levels in a relatively short period 

 
171 Anonymous interviewee. Interviewed by email. 
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4.1.2.4 LONDON AND NEW YORK 

When comparing global cities, New York and London often offer a crucial point of analysis in that 
they have experienced stronger economic growth rates (particularly between 2006 and 2014. 
However, in the Q4 of 2020, New York and the US economy, generally, saw a deceleration in the 
rebound from “Coronavirus-fuelled downtown”. The reason is because of the increase in infections 
over the holidays.174 

 

The demand for apartments in New York saw the biggest hit with a striking fall in sales by 54%   in 
Q2 of 2020— the most significant decline in 30 years. Along with the city, the real estate market 
experienced a sort of “freeze”, with median sales price falling by 18% to $1million. Brokers were 
barred from showing apartments from March until June 22. Moreover, in June, the number of signed 
contracts for coops and condos fell by 78% and 74%, as shown in the graph below175: 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
Figure 23: Manhattan Co-Ops & Condos - Average Price Per Square Foot / Number of Sales 
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House sales also suffered with as only 1,357 unit were sold in Manhattan from April to June—a 
54.1% decline from 2019. As shown in the figure 24 there is a downward facing trend in transactions 
in the real estate market. 176 

 
 
Figure 24: A table describing the prices of different tenures in the New York housing market 177 

 

New York’s rental market was more significantly affected by the pandemic than the private market. 
Rents in Manhattan fell by 12.7% during the pandemic, even worse than the decline experienced 
during the Great Recession (at 10%)178.  As figure 25 shows, the rents in Manhattan fell from a 
median of $3,509 a month in March to a median of $2,776 a month. Whereas Brooklyn and Queens 
fell by about 6% to $2,400 and $2,100. Real Estate spectators said, ‘even with the mass vaccination 
in sight, it could take years for rents to return to pre-pandemic levels, because of permeant job 
losses”.179  
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  Figure 25: Median Rent in Manhattan Over the Past Decade180 

4.1.2.4.1 Government Policies and Their Effects on Supply and Demand 
In December, Gov. Cuomo signed an Emergency Eviction and Foreclosure Prevention Act, 
protecting tenants and homeowners during the pandemic. Regulations were also passed to provide 
relief for homeowners who were unable to pay their mortgages. Under both state and federal law, a 
180-day forbearance right was cleared to those experiencing financial hardships.181  

4.1.2.4.2 Trends 
Outmigration from the densely populated areas to the suburbs is emerging in NYC, mainly due to 
the increasing admiration for spaces that accommodate work from home. Q2 2020 saw a large influx 
of renters moving to the Hamptons from New York City. From February-July, more than 110,000 
residents left the city.  As the map below shows, the suburbs surrounding New York; Westchester, 
and Fairfield saw an increase in house sales of 65% between June and July 2020.182 
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4.1.2.4.3 Lessons Learnt 
- Increased unemployment levels have had a significant effect on demand for rentals in 

Manhattan 
- Brooklyn rents are lowered with spectators predicting people will move to Brooklyn as 

preferences change.  
- Manhattan will also become desirable as it becomes more affordable due to price decreases.  
- Demand for vibrant centres will likely recover, especially with price decreases, as tenures will 

become more affordable in the short term for some, which will likely mean demand will return 
to pre-pandemic levels in the short term. 

 
 

4.2 INTERVIEWS 

COVID-19 has had various notable effects on the housing market in London. A behavioural change 
has come about, among other effects, especially for middle-high income workers working remotely, 
as noted by Joel Marsden. Moreover, the Home Builders Federation has noted that construction 
projects and completions have slowed down, with planning permissions taking longer to process.  

However, some interviewees believed that it is too soon to assume that the prevailing behavioural 
changes are static, and that information can be obtained to inform long-term changes in demand. 
Cara Pacitti predicts that current trends may potentially overestimate the change in buyer’s attitude. 
In conjunction with the complexity of the housing market in London, behavioural changes have 
posed challenges for economists, policymakers, and developers to reconcile predictions on post-
Coronavirus demand and supply issues. Here are some key highlights from the findings of the 
interviews: 

 

4.2.1 THE IMPLICATIONS ON THE DEMAND FOR DIFFERENT TENURES AND TYPES 

It became clear that our interviewees seemed to agree that the change in behaviour has led to a 
modification of preferences for types of housing. As a result, this has had an effect on demand for 
different tenures and types throughout London and beyond the M25. Here are a few quotes that 
embody this viewpoint: 
 
- ‘There will be a change in housing and tenures because there will be uncertainty about people’s 
jobs and interests. They can carry on renting or buy a home with low-interest rates and the 
government policy is also pushing people [to see] homeownership as a solution. In London’s case, 
this means [lower demand]. People do not feel the need to be in London to do their work. There 
may be migration from outside but [its likely to be] there is less than before.’ 
 
- ‘Working from home was a phenomenon which was already there and now it's just passed out and 
there might be much stopping it.’ 
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- ‘The rental market is going to change because of renters would prefer to move to a cheaper kind 
of housing arrangements. So, the demand is to get cheaper prices.’   
 

4.2.2 STAMP DUTY HOLIDAY  

Unlike the previous section, the interviewees showed some variance in their opinions about the 
effects of the Stamp Duty Land Tax holiday (SDLTH). Most interviewees seemed to believe that the 
impact of SDLTH was limited and mostly advantaged people who already had access to capital/ 
those who were already planning to move. Conversely, one of the interviewees discussed the 
possible impact of SDLTH on the competitiveness of London’s residential market to international 
buyers, further impacting demand for luxury and investment residential property. 

- ‘The promotion of SDLTH holiday is a lot and [is] overplayed in the media […] A lot of people are 
moving right now, and their primary motive is not the SDLTH.’ 

- ‘People who live in bigger houses tend to stay there even after their kids move out because of 
the cost of moving but, now because of SDLTH they are able to re-locate to smaller flats in the 
inner city’ 

- ‘[There are] some policies that dissuade international developers and investors, such as the SDT 
and taxation on envelop dwellings. This makes transactions more expensive, and the cumulative 
impact may make London less attractive to international entities.’ 

 

4.2.3 MORTGAGE HOLIDAY 

Our interviewees seemed to agree that the mortgage holiday was useful for many mortgage 
holders who lost income due to the COVID-19 pandemic. However, it became clear that there was 
some concern about its impact on the consumer in the long run because of the increase in interest 
over the length of the mortgage.  

- ‘There is an apparent desire for this benefit. Throughout the pandemic, the mortgage holiday has 
been normalised but there is a possibility that people will pay more than they anticipated post-
COVID-19. It is likely that in the long term, there will be reports of repossessions and real 
difficulties arising from the mortgage holiday.’ 

- ‘Because mortgage rates and interest rates so low, adding a year or two to someone's mortgage 
term and just rolling that across is a cost the consumer will have to address in the long run.’ 

 

4.2.4 AFFORDABLE HOUSING 

Affordable housing has long been a concern in the London residential housing market, and it 
became evident that our interviewees felt that it was likely to be an issue with an increased cause 
for concern now, because of the uncertainty caused by the pandemic. The interviewees suggested 
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that demand has likely increased but current supply cannot meet demand and the supply chain is 
limited in how many houses can be built to meet this demand. 
 
- ‘It is going to be very difficult to make an impact without actually looking at the existing stock on 
how you use that. Most of the affordable housing scenes is about the developments.’ 
 
- ‘There is a rising demand for affordable housing due to the economic uncertainty. But, for 
developers there are issues with building safety issues, complications with multi-layered policy 
approach and the difference between priorities of London and the national government. This 
impacts the supply of affordable housing.’ 

- ‘There is always going to be demand for affordable housing. The more important [issue] is 
affordable housing delivery. Can we get delivered and does that tend to piggyback off the back of 
private sector development basically. Again, ever since the 2015-2016 tax changes of Brexit, private 
sector developers have been building new schemes which probably has a knock-on impact [on] the 
amount of affordable housing being supplied.’ 
 

4.2.5 - CONCLUSIONS 

The interviewees expressed many of the same concerns that were discovered through our literature 
review of the data, policy and journal articles. The interviews seem to indicate that whilst the 
affordable housing tenure will increase in demand, it is almost irrelevant, as supply has been limited 
for a while and needs to find a way to increase stock, regardless of the changes in demand due to 
COVID-19. Moreover, as the change in working patterns is likely to be more permanent, the 
interviewees seem to agree with the data that suggests that demand is growing in outer London, as 
preferences change. Whilst inner London is likely to recover once the major restrictions are dropped, 
its recovery arguably depends on how long the fear surrounding COVID-19 remains, which is in line 
with the framework.  
 
Additionally, the interviews suggested that the effect of COVID-19 policies like the SDLTH and the 
mortgage holidays have had an overstated effect on the demand and supply for tenure and type 
within the British residential market. The interviews seem to indicate that the mortgage holiday had 
a greater impact on stabilising people and supply from populations that were more vulnerable to job 
loss and therefore repossession due to COVID-19. Additionally, there are suggestions that the 
SDLTH has had a much smaller impact on people deciding to buy houses than the media may be 
portraying; It seems as if most of the people who took advantage of this policy were people who 
would have likely been planning to move in the near term, or due to the changes in work patterns 
not requiring people to be present in London as often.  
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4.3 - REGRESSION 

The general uncertainty created by the pandemic response, in combination with government 
policy, has had a substantial effect on the London rental market, which affirms the theoretical 
position of the framework.  

Our analysis showed that as the number of COVID-19 cases rose, the rent prices decreased. This 
trend is likely due to the increasing housing supply, as people started searching for bigger homes 
due to the changes in working patterns outside of London, out of opportunism. From the 
prediction, in both scenarios, it is expected that the decreasing trend of rent would end in 
February, which is expected to experience the highest magnitude of decrease as a result of the 
severe infection rates in December. However, assuming that the case numbers increase in March 
(the worst scenario), there is still an overall increasing trend in the rental market. Therefore, the 
demand in the rental market has decreased, causing the price to decrease. However, decreasing 
prices under economic pressure tends to boost demand. So, in the medium-term future, we might 
see an increasing demand for rentals in London.   

In the housing market, the stamp duty holiday acted as a booster for demand and house prices. 
With the stamp duty holiday extending for the next three months, the housing demand is expected 
to increase until its formal end, due to people behaving in an opportunistic manner.   
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5. CONCLUSIONS AND RECOMMENDATIONS 

In conclusion, the supply and demand of different tenures in London’s housing market has fluctuated 
dramatically thanks to the economic shocks and behavioural changes that COVID-19 has brought 
about. The report confirms the conceptual framework’s hypotheses about the effects of COVID on 
the demand and supply side. Therefore, all levels of government must take action to manage the 
effects through policy intervention on the housing market.  

Based on that conclusion, here are our recommendations: 
 

o Liaise with councils on the periphery to build better relations to build more affordable housing 
in their counties. A partnership between the GLA, the boroughs and Transport for London 
can be formed to build affordable forms of housing near stations. More affordable housing is 
essential to fulfilling the demand for this type of housing.  
 

o Encourage more build to rent tenures in outer London to pre-empt the rise in house prices 
and rents, if the WFH trend becomes a part of normal work-flow post-pandemic 
 

o Facilitate a clear and effective marketing campaign throughout London about the mayor’s 
efforts to boosting the job market to ensure uptake is maximised to help the inner London 
market recover, as well as reduce the impact on populations who are employed in precarious 
roles and temporary employment. 
 

o The Mayor should start an alliance with developers to petition the national government for 
greater convergence between national housing policy and the interests of supply chain for 
London’s housing market. 
 

o Lastly, the Mayor should form an interest group alongside G15, Councils, MPs, and housing 
charities to lobby for a temporary option for finance from the Government for London 
exclusively from the GLA (for example, a London style help to buy may mitigate the restricted 
amounts of finance for purchasing homes during the economic recovery). 
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Appendix A 
 

Explanation of regression with unemployment rate shown below.  

d1lnrentpn_hw = d2cascum + d1unempr𝑑1𝑙𝑛𝑟𝑒𝑛𝑡𝑝𝑛!" = 𝑑2𝑐𝑎𝑠𝑐𝑢𝑚 + 𝑑1𝑢𝑛𝑒𝑚𝑝𝑟 

 

As conducted in the initial VAR model, we determined best lag order using ‘varsoc’ command in 
STATA, shown in the table below (no. 6). From these four information criteria FPE AIC HQIC and 
SBIC, we can see that the best lag-order is 4.  
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Table 6: Stationarity check 

 

 

 

Then we estimate the model with lag-order as 4. The table 7 shows the results of regression with 
independent variable as d1rentpn_hw (first difference of log of rental price number after seasonally 
adjusted) and dependent variables are L4.d2cascum, L4.d1rentpn_hw and L4.d1unempr. The 
numbers in bracket are the p-value and they are all larger than 0.05 which means the coefficients 
of these variables are not significant.  

 

Table 7: Regression results 

 
The estimate results shown below indicate that all eigenvalues lie inside the unit circle, which 
means VAR model satisfies stability condition. 

 

Table 8: Stationarity check 
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Appendix B 

Interview Questions 

For Joel Marsden: 
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1. What do you think will be the impact of ending the stamp duty holiday for housing market 
transactions in London in the short, medium, and long term?   

2. Do you think the number of mortgage holidays will increase in medium to long term? If so, 
what factors are likely to contribute to such an increase?  

3. Do you think COVID-19 has contributed to the change in the number of companies 
attempting to obtain planning permission? If so, how?   

4. What are potential implications of Brexit on the housing market? How do you think Brexit 
will affect housing prices and mortgages?   

5. What do you think will be the impact of changes in demand for different tenures of housing 
in London on the housing market? Particularly, affordable housing? Do you think these 
changes in demand will continue post-pandemic?   

6. What is your prediction about remote working? Will working from home be a part of our 
lives or is it a reflection of the current circumstances with regards to the restriction of 
movement and interaction? 

7. "The Mayor has secured £4bn from Government to deliver affordable homes in London 
under the new Homes for Londoners: Affordable Homes Program 2021-2026. In your 
opinion, how do you think this policy has been implemented during and will be implemented 
after the pandemic? Do you have an opinion on the best way to estimate the impact of the 
"Homes for Londoners: Affordable Homes Program 2021-2026" program on the future 
availability of affordable housing in London with current pandemic challenges? 

For Hong-Kong Housing Expert: 

1. How would you comment on the private housing market in 2020?   

2. In your opinion, is COVID-19 the key reason for the [minor] decrease (based on statistics of 
R&VD) of housing price and rent in 2020? Or instead, have other reasons (e.g., social 
unrest/policies change) contributed more to the decrease in prices and rent?  

3. What do you think will be the impact of changes in demand for different tenures of housing 
in the UK housing market? Do you think these changes in demand will continue post-
pandemic?  

4. While 'work from home' culture has become common, people in other global cities (e.g., 
London, Berlin) moved to suburban areas for greater living spaces and cheaper housing 
prices. Did this also happen in Hong Kong? If not, how come? 

5. What are your expectations in 2021 for the housing market (in terms of number of 
transactions, prices, and policies)?  

6. What is your prediction about remote working? Will working from home be a part of our 
lives or is it a reflection of the current circumstances with regards to the restriction of 
movement and interaction?  

For Richard Donnell: 

1. What do you think will be the impact of ending the stamp duty holiday for housing market 
transactions in London in the short, medium, and long term?   

2. Do you think the number of mortgage holidays will increase in the medium to long term? If 
so, what factors are likely to contribute to such an increase? 

3. What are potential implications of Brexit on the housing market? How do you think Brexit 
will affect housing prices and mortgages?   
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4. What do you think will be the impact of changes in demand for different tenures of housing 
in London in the housing market? Particularly, affordable housing? Do you think these 
changes in demand will continue post-pandemic? 

5. What is your prediction about remote working? Will working from home be a part of our 
lives or is it a reflection of the current circumstances regarding the restriction of movement 
and interaction? 

6. What is your recommendation about government policy and other aspects to stimulate 
housing market since after the Brexit and COVID-19? 

For Matti Schenk: 

1. What were the main policies that implemented in Berlin during COVID-19? 

2. Do you think that people know about the subsidies provided by the government during the 
pandemic? 

3. Have there been any construction delays you know of? If so, how has it affected 
the housing market as a whole? 

4. Has the release of new units been stalled by the effects of the COVID-19 pandemic or have 
they been released quicker than expected? 

5. Do you know of any commercial deals that were put on hold because of COVID-19? 
How does it affect the industry (housing market) as a whole?  

6. During the pandemic, were there any significant changes in demand for locations of 
property (e.g. central, inner, outer Berlin – commuter suburbs – more rural residences)? 

7. What are your predictions about the effects of vaccine? Do you think people will be 
motivated to move out of Berlin or do you think tenure occupancy in Berlin will 
remain similar to pre-pandemic levels? 

8. What are your expectations in 2021 for the housing market (in terms of number of 
transactions, prices, consumer preferences, market of different tenures and policies)?  
 

For David O’Leary: 

1. What consequences has the construction industry experienced as a result of the 
lockdown/Covid-19? How has this impacted the number of units being produced? 

2. Do you think COVID-19 has contributed to the change in the number of companies 
attempting to obtain planning permission? If so, how? 

3. Have there been any construction delays you know of?  If so, how has it affected housing 
market as a whole?  

4. Has the release of new units been stalled by the effects of the COVID-19 pandemic or have 
they been released quicker than expected?  

5. What are potential implications of Brexit on the housing market? How do you think Brexit 
will affect housing prices and mortgages?   
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6. What do you think will be the impact of changes in demand for different tenures of housing 
in London in the housing market? Particularly, affordable housing? Do you think these 
changes in demand will continue post-pandemic? (Inner or Outer City construction plans) 

7. What is your prediction about remote working? Will working from home be a part of our 
lives or is it a reflection of the current circumstances regarding the restriction of movement 
and interaction?  

8. "The Mayor has secured £4bn from Government to deliver affordable homes in London 
under the new Homes for Londoners: Affordable Homes Program 2021-2026. In your 
opinion, how do you think this policy has been implemented during and will be implemented 
after the pandemic? Do you have an opinion on the best way to estimate the impact of the 
"Homes for Londoners: Affordable Homes Program 2021-2026" program on the future 
availability of affordable housing in London with current pandemic challenges? 

9. What are your recommendations on government policy and other aspects to stimulate 
housing market following Brexit and COVID-19? 

 

 

 

For Cara Pacitti: 

1. What do you think will be the impact of the end of the stamp duty holiday for housing 
market transactions in the UK in the short, medium and long term? 

2. Do you think the number of mortgage holidays will increase in the medium to long term? If 
so, what factors are likely to contribute to such an increase?  

3. What are potential implications of Brexit on the housing market? How do you think Brexit 
will affect housing prices and mortgages?   

4. What do you think will be the impact of changes in demand for different tenures of housing 
in the UK housing market? Particularly, affordable housing? Do you think these changes in 
demand will continue post-pandemic? 

5. What are your expectations in 2021 for the housing market (in terms of number of 
transactions, prices, and policies)?  

6. What is your prediction about remote working? Will working from home be a part of our 
lives or is it a reflection of the current circumstances with regards to the restriction of 
movement and interaction? 

7. What are your recommendations on government policy and other aspects to stimulate 
housing market following Brexit and COVID-19? 

 
 

 

 




