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This article was initially published in Rund’s BTR 2023 Research Report on 
17 April 2023.  

Introduction
In 2020, the Covid crisis created a major systemic shock that has had a lasting 
effect on the UK economy and initially led to a recession that lasted for two quarters. 
The recession saw unusually high and rapid increases in unemployment and GDP 
contracted by almost a fifth in the second quarter of 2020.

One surprising benefactor of the Covid recession was the UK housing sector, partly 
due to pent-up demand post lockdown, but also changing patterns of working, with 
suburban locations and single-family housing the main recipient of this demand as 
home seekers chased space. For renters in particular, the evolution to hybrid working 
increased appetite for suburban homes as opposed to the multifamily market and 
opened up new regional rental markets for single family housing. As a result, house 
prices increased dramatically, and rents increased by approximately 10% per annum 
from 2020 onwards.

The UK Rental Market
Looking ahead, the UK housing market faces economic headwinds from a cost-of-living 
crisis fuelled by high inflation and rising interest rates. This is impacting the ability and 
confidence of buyers to commit to new house purchases and therefore likely fuelling 
increased demand for rental homes.

There are two competing forces currently influencing the UK rental market. The first 
is the rise in demand for rental homes set against a simultaneous reduction in the 
supply of privately rented housing. Private landlords face either needing to increase 
rents to offset higher interest rates when refinancing – impacting tenants – or they 
may need to sell up. The second is the Bank of England’s battle with inflation and its 
impact on interest – and thus mortgage – rates. Our view is that with rising mortgage 
rates impacting affordability and post GFC regulation sensibly limiting riskier lending, 
the proportion of people continuing to rent will rise and home ownership decline. This 
presents an opportunity to both professionalise and improve the quality of the rental 
market through an institutional single family housing rental model.

Factors Affecting Build-to-Rent
We believe there are three significant factors that investors should consider when 
investing in build-to-rent (‘BTR’): location, rental growth and affordability.

In terms of location, we believe investors should focus on areas which have indicators 
of sustained pricing power to generate returns which are at least in line with inflation. 
This is generally going to favour locations where there is, for example, expected growth 
in the economy or population which will influence demand for housing. The areas of the 
UK we are currently focusing on are from Nottingham to Brighton on the North-South 
axis, and from Ashford to Bristol on the East-West axis. Within that diamond, there 
are a number of suburban sites close to large employment centres, which currently do 
not have a strong rental offering but which we believe are attractive to, and have the 
amenities to, meet the needs of family households. With respect to affordability, this 
is a consideration we overlay across all our sites: the ability of local median earners to 
afford to rent a property, especially considering the increasing costs such as energy.

In the short term, the shortfall in supply of rental homes relative to growing demand 
is outweighing any potential drag on values caused by an increase in the cost-of-
living. However, looking to the future, investors must consider the combined rental 
and energy costs to futureproof assets against an affordability squeeze which could 
otherwise limit headroom for rental growth.

The BTR sector has a major opportunity to make a huge difference when it comes to 
climate change: zero carbon. The green agenda is something the BTR sector needs 
to approach head-on: it doesn’t need to wait for the introduction of regulation and 
policy. Instead, players in the sector can – and should – push ahead of the traditional 
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https://btrnews.co.uk/wp-content/uploads/2023/04/Build-to-Rent-2023-Research-Report-BTR-News.pdf
https://www.man.com/maninstitute/road-ahead-houses-are-too-expensive
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housebuilding sector to support the zero-carbon agenda. This responsible approach to 
investment in housing aligns environmental, social and financial interests and underpins 
the long-term asset value for investors.

At Man Group, we believe BTR should start with a focus on operational carbon – 
that is, carbon released from the ongoing operation of a building through heating, 
ventilation and lighting, for example. Once there is a clearer view of the implications 
from a cost and returns perspective, the focus can then move to embedded carbon, 
which is carbon emitted during the actual construction process. This will affect how 
buildings are designed and procured and introduces considerations around modern 
methods of construction – all of which has the potential to be accretive to returns, 
particularly for a rental model.

Conclusion
Overall, investors are looking for an opportunity to invest in an asset class that 
demonstrates the ability to deliver inflation linked returns whilst delivering social and 
environmental returns. We believe build-to-rent is one of the few remaining assets that 
can deliver on all these fronts.
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Important Information

This information is communicated and/or distributed by the relevant Man entity identified below (collectively the ‘Company’) subject to the following 
conditions and restriction in their respective jurisdictions.

Opinions expressed are those of the author and may not be shared by all personnel of Man Group plc (‘Man’). These opinions are subject to change 
without notice, are for information purposes only and do not constitute an offer or invitation to make an investment in any financial instrument or 
in any product to which the Company and/or its affil iates provides investment advisory or any other financial services. Any organisations, financial 
instrument or products described in this material are mentioned for reference purposes only which should not be considered a recommendation 
for their purchase or sale. Neither the Company nor the authors shall be liable to any person for any action taken on the basis of the information 
provided. Some statements contained in this material concerning goals, strategies, outlook or other non-historical matters may be forward-looking 
statements and are based on current indicators and expectations. These forward-looking statements speak only as of the date on which they 
are made, and the Company undertakes no obligation to update or revise any forward-looking statements. These forward-looking statements are 
subject to risks and uncertainties that may cause actual results to differ materially from those contained in the statements. The Company and/or its 
affil iates may or may not have a position in any financial instrument mentioned and may or may not be actively trading in any such securities. Past 
performance is not indicative of future results.

Unless stated otherwise this information is communicated by the relevant entity listed below.

Australia: To the extent this material is distributed in Australia it is communicated by Man Investments Australia Limited ABN 47 002 747 480 AFSL 
240581, which is regulated by the Australian Securities & Investments Commission (ASIC). This information has been prepared without taking into 
account anyone’s objectives, financial situation or needs.

Austria/Germany/Liechtenstein: To the extent this material is distributed in Austria, Germany and/or Liechtenstein it is communicated by  
Man (Europe) AG, which is authorised and regulated by the Liechtenstein Financial Market Authority (FMA). Man (Europe) AG is registered in  
the Principality of Liechtenstein no. FL-0002.420.371-2. Man (Europe) AG is an associated participant in the investor compensation scheme, which 
is operated by the Deposit Guarantee and Investor Compensation Foundation PCC (FL-0002.039.614-1) and corresponds with EU law. Further 
information is available on the Foundation’s website under www.eas-liechtenstein.li. This material is of a promotional nature.

European Economic Area: Unless indicated otherwise this material is communicated in the European Economic Area by Man Asset Management 
(Ireland) Limited (‘MAMIL’) which is registered in Ireland under company number 250493 and has its registered office at 70 Sir John Rogerson’s 
Quay, Grand Canal Dock, Dublin 2, Ireland. MAMIL is authorised and regulated by the Central Bank of Ireland under number C22513.

Hong Kong SAR: To the extent this material is distributed in Hong Kong SAR, this material is communicated by Man Investments (Hong Kong) 
Limited and has not been reviewed by the Securities and Futures Commission in Hong Kong. This material can only be communicated to 
intermediaries, and professional clients who are within one of the professional investors exemptions contained in the Securities and Futures 
Ordinance and must not be relied upon by any other person(s).

Japan: To the extent this material is distributed in Japan it is communicated by Man Group Japan Limited, Financial Instruments Business Operator, 
Director of Kanto Local Finance Bureau (Financial instruments firms) No. 624 for the purpose of providing information on investment strategies, 
investment services, etc. provided by Man Group, and is not a disclosure document based on laws and regulations. This material can only be 
communicated only to professional investors (i.e. specific investors or institutional investors as defined under Financial Instruments Exchange Law) 
who may have sufficient knowledge and experience of related risks.

Switzerland: To the extent the material is distributed in Switzerland the communicating entity is: To the extent the material is made available in 
Switzerland the communicating entity is:

–   For Clients (as such term is defined in the Swiss Financial Services Act): Man Investments (CH) AG, Huobstrasse 3, 8808 Pfäffikon SZ, Switzerland. 
Man Investment (CH) AG is regulated by the Swiss Financial Market Supervisory Authority (‘FINMA’); and

–   For Financial Service Providers (as defined in Art. 3 d. of FINSA, which are not Clients): Man Investments AG, Huobstrasse 3, 8808 Pfäffikon SZ, 
Switzerland, which is regulated by FINMA.

United Kingdom: Unless indicated otherwise this material is communicated in the United Kingdom by Man Solutions Limited (‘MSL’) which is a 
private limited company registered in England and Wales under number 3385362. MSL is authorised and regulated by the UK Financial Conduct 
Authority (the ‘FCA’) under number 185637 and has its registered office at Riverbank House, 2 Swan Lane, London, EC4R 3AD, United Kingdom.

United States: To the extent this material is distributed in the United States, it is communicated and distributed by Man Investments, Inc.  
(‘Man Investments’). Man Investments is registered as a broker-dealer with the SEC and is a member of the Financial Industry Regulatory Authority 
(‘FINRA’). Man Investments is also a member of the Securities Investor Protection Corporation (‘SIPC’). Man Investments is a wholly owned 
subsidiary of Man Group plc. The registration and memberships described above in no way imply a certain level of skill or expertise or that the SEC, 
FINRA or the SIPC have endorsed Man Investments. Man Investments, 452 Fifth Avenue, 27th fl., New York, NY 10018.

This material is proprietary information and may not be reproduced or otherwise disseminated in whole or in part without prior written consent.  
Any data services and information available from public sources used in the creation of this material are believed to be reliable. However accuracy is 
not warranted or guaranteed. © Man 2023.
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