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Becoming Mission Impossible



























Economic Outlook 



Following consultation with residents, where they were given the option of a 5%, 7% 
or 9% rent increase, the Board decided on 7%. They were concerned that if we 
increased rents by only 5%, we would not be able to replace windows…..7% rent 
increase will mean reducing the amount we have to spend on improving customers’ 
homes over the next five years. 

This effectively means that the 6% increase loses the Association in the region of 
£0.5m per year – and every year. 

Delays in Investment 



Can’t Continue with this Strategy 





Challenges

• Prices of kitchens bathrooms, boilers, windows etc
• JLL estimating that maintenance inflation has increased by 10% 

at least in the last 12 months to September 2023 

• Construction cost for newbuild
• Lottery of grant levels some telling me that HAG of £60k is 

available

• Salaries 2024/25 increase?

• Energy costs

• Insurance premiums etc

• Health and safety
• Damp and Mould 

• Net Zero

• Reinforced Autoclaved Aerated Concrete (RAAC)

• Interest rates



4.6% December 2024,         3% by April 2024,      1.9% January 2025



Base Rate Higher for Longer



4.75% August 2024     4.25% November 2024     4% February 2025 



Economic Outlook 

• Material Cost Increases above inflation
• Reduced operating surplus

• Interest rates higher for longer
• Reduced surplus for the year

• Rents going up but below inflation
• Reduced operating surplus
• Reduced surplus for the year  
• Rent freezes and rent increases below inflation 

not sustainable

• Less cash at bank
• There are some RSLs running out of £
• and/or are delaying investment  

• Less headroom in covenants



Funders Appetite Remains Strong 

• On a stand alone basis the margin (over SONIA) for longer dated loans is as follows

• 15 years – 1.45%

• 20 years – 1.50%

• Our standard practice is to allow you to retain the benefit of the current margin and blend that 
together to give us the new margin.

• An arrangement fee of 1% of the ‘new money’ would be payable.

• Alternatively, you may wish to consider a Revolving Credit Facility for that purpose or indeed also as 
part of the development funding.

• illustration, 
• 5 Year – 1% margin, 0.50% arrangement fee, 0.40% non-utilisation fee.

• 10 year – 1.35% margin, 1% arrangement fee, 0.54% non-utilisation fee



EBITDA MRI

• An inappropriate covenant
• Gives control of capital spend to Bank
• Used to protect banks from the effects of

increased capitalisation of maintenance
costs

• Fails to understand that RSL are in the
business of providing good quality homes
for those in housing need

• Fails to understand that investment helps
meet SHQS and EESSH

• Fails to understand the investment extends
long term life of the asset and the lenders
security

•Earnings Before 
Interest, Tax, 
Depreciation, 
Amortisation, 
Major Repairs 

Included



EBITDA 110%



EBITDA 

I can confirm once the covenant has been removed it will be

permanently removed. As I mentioned on our call the removal for

covenants is because loan facilities with ourselves are under £2.5m.

Once the covenant is removed there will be no testing of the covenant.

The Borrower shall procure that the maximum aggregate capitalised

component replacement and major repairs expenditure incurred by it in

the period from and including 1 April 2020 to and including 31 March

2026 shall not exceed £15,300,000



EBITDA 160%- 230%









England in Theory 

• CPI +1% 

• CPI September 2023 6.7%

• 2024/25 rent increase 7.7%

• But…………



If CPI at September is above 3% the Minister sets the rent

Rent increase was 6.5% last year 

Feeling is that 2024/25 increase will be 6.7% 

New rent policy will be put in place 

• In Ireland NIHE have frozen rents for the last few years

2023/24 NIHE increased rents by 7%
Some HA’s went as high as 9%

• Without functioning assembly, will be hard for NIHAs 
to be “told” what rents will be

• Unclear what NIHA’s will decide upon
• 6 to 7% being suggested 



2023/24 Rent increases

• Average for RSLs 5.34%
• £5.05 per week

• Maximum 8%

• Minimum 2.5%



Business Planning and rent increases
• What is the cost base of the planned maintenance programme?

• Reflect current day prices

• What additional sensitivities have been run in respect of forecast 
inflation , interest and rent increases below or above inflation?

• What is the impact on liquidity and cash holding positions?

• How does the increase in base rate impact on existing and 
proposed future borrowing in the short, medium and long term?

• How does increases in borrowing rates effect investment levels ?

• What is the impact on covenants in the short, medium and long 
term from different rent increases?

• How much headroom do you have on the covenants?
• How much cash do we have in the bank?

• Do we have a minimum cash at bank level as part of our Golden rules of viability ?

• What prospect net zero?
• Are we waiting for the grants 
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Increase in Cashflow from a base 4% Increase in 2024/25 

1,000 homes  average rent £4,900 , additional cash benefit of rent increase above a 4% base



2024/25
• unpredictable, volatile and difficult

• reduced inflation does not mean that 
prices will be coming down

• delays in investment

• NB targets not met

• some will get into financial difficulties

• economic forecasts of inflation and 
interest rates will continue to be wrong  

• some will look back and regret they did 
not increase their rents by more in 
2024/25



2024/25


