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1. Summary  
 

1.1 This report sets out the background information for a discussion with invited guests on the Help to 

Buy Equity Loan scheme in London. 

 
 
2. Recommendation 

 
2.1 That the Committee agrees the areas for consideration set out in paragraph 4.8 of the 

report and notes this report as background to the discussion with invited guests and 

notes the subsequent discussion. 

 

2.2 That the Committee delegates authority to the Chair, in consultation with party Group 

Lead Members, to agree any output from the discussion. 

 

 

3. Background 
 
3.1 The Help to Buy: Equity Loan scheme was introduced by the Government in Spring 2013.  It was 

designed to assist families struggling to access home ownership and to support the ‘for sale’ housing 

market.  The Government provides a loan of up to 20% of the new build home cost, for properties of 

up to £600,000 in value.  The scheme was extended first in 2017 (to 2021), and again, in the 

Autumn 2018 budget (to 2023).  It is not currently proposed to extend it further. 

 

3.2 Since 2016, a London Help to Buy Scheme has offered a 40% equity loan, recognizing the higher 

costs of home purchase in London. 
 

3.3 The Mayor has no direct involvement in Help to Buy schemes but does provide funding for the 

building of shared ownership homes, and is running a portal1 to help Londoners to find properties to 

buy or rent, including through Help to Buy. 

 
 
 
 

                                                 
1
 https://www.london.gov.uk/what-we-do/housing-and-land/homes-londoners/search/  

https://www.london.gov.uk/what-we-do/housing-and-land/homes-londoners/search/


        

 

4. Issues for Consideration 
 

Supporting new supply for home ownership in London 

4.1 Many London renters would like to own their own home, and in recent years, public funding to 

support the housing market has been heavily weighted in favour of ownership.  This was particularly 

important to stimulate the new build ‘for sale’ housing market following the financial crash.  

However, property agent data suggests that the greatest supply shortfall in London’s housing 

market is for rented tenures at sub-market or lower mainstream rents.2 

4.2 Nationally, developers are reported still to be heavily dependent on the Help to Buy Equity Loan 

Scheme for sales.3  In London, a lower proportion of new build sales has been supported by Help to 

Buy than elsewhere, probably reflecting often unaffordable prices in the capital.  But a growing 

proportion of outer London new builds are supported by Help to Buy, accounting for over a quarter 

of sales in several boroughs.4 

4.3 There are reports of some big national developers making large profits building homes for sale under 

the Help to Buy scheme. 

4.4 Questions have also been raised over the additionality of the homes supported by the scheme.  The 

Government’s own evaluation in 2016 estimated that 43% of the new homes built with Help to Buy 

were ‘additional’ to those which would anyway have been built.  However, it may be that some of 

the buyers of these homes would simply have bought a smaller or more affordable property, had the 

scheme funding not been available. 

Effect on house prices 

4.5 Critics complain that the schemes have contributed to the ongoing rise in London’s house prices.  

GLA data from September 2018 suggest that Help to Buy is unlikely to be the primary factor 

influencing new build house prices in London.5  However, the additional credit availability arising 

through the Help to Buy Equity Loans might well be expected to support some increases in new 

build prices.  Academic work also suggests there may be an inflationary London price effect.6 

Supporting Londoners to own homes 

4.6 The Help to Buy Scheme in London tends to assist similar types of households to those who are 

accessing homeownership without the scheme’s assistance.  The average income of Help to Buy 

buyers is just under £72,000 in London.  In contrast, Shared Ownership is known to assist many 

households with significantly lower incomes than the average for all first-time buyers; for instance, 

in 2015/16, the median income for households purchasing shared ownership properties was 

£41,000, similar to the median income for all working age London households, and around a third 

lower than the median income for all London first-time buyer households. 

4.7 Help to Buy really took off in London after the upper loan limit was raised to 40% in February 2016.  

The first five years of the Help to Buy Loan are interest-free, but after that borrowers are charged 

1.75% of the loan value. This charge rises annually thereafter by RPI plus 1%.  This is in addition to 

                                                 
2 See, for example: https://www.savills.co.uk/research_articles/229130/216234-0  
3 See, for example: Does Help to Buy prop up housebuilders?, BBC News, 27 Feb 2019 (https://www.bbc.co.uk/news/business-
47372385) 
4 Housing in London 2018, GLA (https://data.london.gov.uk/dataset/housing-london) 
5 Housing Research Note 2018/02, Help to Buy in London, GLA, Sept 2018 
6 https://www.ucl.ac.uk/bartlett/construction/sites/bartlett/files/affhoupaper_carozzi-hilber-yu.pdf 

https://www.savills.co.uk/research_articles/229130/216234-0
https://data.london.gov.uk/dataset/housing-london
https://www.ucl.ac.uk/bartlett/construction/sites/bartlett/files/affhoupaper_carozzi-hilber-yu.pdf


        

the cost of the buyer’s commercial repayment mortgage.  Questions may arise as to the continuing 

affordability of Help to Buy homes, if interest rates rise in future. 

4.8 The Committee may therefore wish to consider: 

 How beneficial Help to Buy has been in London; 

 Any negative consequences there have been; 

 Who is benefiting from Help to Buy London and why; and 

 The value and nature of any successor scheme to Help to Buy London. 

 

 

4.9 The following guests have been invited to attend the meeting and participate in the discussion: 

 Henry Pryor, buying agent and market commentator; 

 Professor Yolande Barnes, Chair of the Bartlett Real Estate Institute, UCL; 

 Iain McPherson, Chief Executive Partnerships South, Countryside; and 

 Daniel Tomlinson, Research and Policy Analyst, The Resolution Foundation. 

 

5. Legal Implications 
 

5.1 The Committee has the power to do what is recommended in this report. 

 

 

6. Financial Implications 
 

6.1 There are no direct financial implications to the Greater London Authority arising from this report. 

 

 

List of appendices to this report: 

None. 

Local Government (Access to Information) Act 1985  
List of Background Papers: None. 

Contact Officer: Lorraine Ford, Scrutiny Manager 

Telephone: 020 7983 4394 

Email: Lorraine.Ford@london.gov.uk   
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