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Background - the British context

Homeownership in Britain: The younger generation:

» A nation of homeowners* » Generation rent - prolonged
» Strong preference on homeownership, period of renting

considered a natural way to live? » Bank of mum and dad - parents
» Politically & culturally promoted and helping with deposits

policies tend to protect housing » Boomerang generation - save on

wealth3 living cost by living at parental
» Housing wealth estimated to be home?

approx 4.5 trillion pounds in 2014/16%

1Saunders 1990 2Clapham et al. 2014 & Ronald 2008 3Hills & Glennerster 2013 *ONS 2018 >West et al. 2017
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The younger generation’s perspective

The affordability issue: Family financial support:

» House price to income ratio doubled: » Direct: inheritance, cash gifts and
3.6 in 1995/6 to 7.6 in 2015/6° informal loans

» Difficult to access capital » Indirect: cost saving via coresidence
- mean deposit (£32,300)7& median > Nature, types, timing of receipts and
income (£25,200)° intentions are different!®

> No real wage growth but increased > All increase capacity to save for a
living costs® deposit

6Cribb et al. 2018 "Mean of first-time homes. 8Median income before tax for those under 45s in 2015/16.
9Resolution Foundation 2016 °Calvert & Heath 2013
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House Price increase between 1980 and 2015

Mix-adjusted House Price Index (HPI), UK, 1980 to 2015
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Source: House Price Index - February 2016 (Table 22), ONS
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Research questions

Research questions:

» Who are the homeowners among the young people and how
do they differ from non-homeowners?

» |s parental support (direct or indirect) associated with an
increased chance of entering homeownership among the
younger generation and if so, to what extent?
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The data - Wealth and Assets Survey (WAS)

Dataset: Wealth and Assets Survey (WAS)
» 5 waves of biennial survey since 2006/8
» In wave 5, 18,415 households interviews, response rate 65%

» Rich information on wealth including intergenerational
transfers
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Parental support - direct financial help (inheritance)

Percentages of individuals who have received an inheritance of £1,000 or more in the
last two year period
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Parental support - direct financial help (gifts and loans)

Cash gifts > £500
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Parental support - indirect financial help (Living at parental home)

Homeownership and LPH trend - 2008/10-2014/16
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Two models

Analysis part Il ‘Who entered the housing market?’ (transition)

» Discrete-time event history analysis (logistic regression) to model the transition
probability among the non-homeowners aged 19-44 between 2008/10 and 2014/16

» Conditional likelihood approach for left-truncated data'!
» Direct/indirect parental support as well as parental housing tenure tested

» Households' socio-economic and financial wealth accounted for

1 Guo 1993 & Jenkins 1995
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Results: Transition to homeownership

Model of homeownership transition among non-homeowners® (n=1,156)

(continued) Odds Ratio Std. err
Variables (ref category) 0Odds ratio Std. Err

Direct financial support (£0-£14,999)
Age (19 years - 30 years old) £15,000 or greater 3.190** (1.308)
Age 31-35 1.080 (0.485) Indirect support via co-residence (No)
Age 36-40 0.912 (0.381) Ves 3.500% (2.184)
Age 41-45 0.660 (0.313)

Parents’ housing tenure (Renting)
Household type (Married w/o children) Owned or mortgaged 2.905%* (1.138)
Cohabiting 0.420 (0.204)
Single, Separated, Divorced or Widowed 0.202%** (0.088) HH income, log centred at £26,500 2.451%% (0.719)
Number of Children (None) . Financial net wealth (W2, £49,999)
One 0.371 (0.162) £50,000 + 5.001%* (3.130)
Two or more 0.279** (0.110)

i Region (W5, London)

Partnership changes (No) England (excl. London) 1.983 (1.042)
Got married or moved in together 2.835% (1.195) Wales & Scotland 2.241 (1.430)
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The effect of parental support - direct and indirect

Transition probabilities

2 = i —A_ =—e= Transfer £15k+, and lived at home

T~ === Mo transfer, but lived at home
-<@-- Transfer £15k+, not lived at home
=& Mo transfer, not lived at home
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The relative effects of income and financial help

Transition probabilities

—e— |ndirect support, income £35,000
—=— |Indirect suppor, income £15,000
+<2~+ Nao indirect support, income £45 000
—&  No indirect support, income £25,000
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Age
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Conclusion & Policy implications

Economic aspects - Inequality Social aspects (QOL)
» Income alone is not sufficient » Family formation - "settling down”
» Substantial intergenerational link » Families with children may
» British housing market: experience difficulties
» Exclusive and inaccessible? » Wellbeing of parents
> Inequality expected to widen in » Funding for retirement vs help out

children?
» Unnecessary stress for those who
can't afford to help

the future among under 45s
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The end

Thank you for your attention!

Get in touch:

e.k.suh@Ise.ac.uk
linkedin.com/in /elliesuh
QEllieKSuh
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Homeownership and family support: within-generation inequality

“But this source of funds is available to only a fortunate few. My own parents,
for example, don't have £21,600 to give me, not that | would ask. My mum is on
a low wage and in rented accommodation, and my dad and stepmum work
part-time due to ill health. I'm 30, newly married and live in a shared house. For
the last couple of years, my husband and | have been saving hard, and I'm proud
of how much we've put aside, but the price of rent, coupled with unstable
employment, means that owning (a home) — even outside London — still seems a
long way off.”

Rhiannon Lucy Cosslett, Columnmist

In her article " The Bank of Mum and Dad: It's such huge amount of money. And guilt.”
11th Nov 2017, The Guardian
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Perception of investing in property

Best value for money option for retirement | Owners Secial Private Living with | All tenures
saving (%) renting (%) | renting (%) = Parents (%) (%)
Investing in property 54 Ex 46 39 43
Paying inte an employer pension scheme 23 22 17 28 2
e ocksorhares e | : ’ - :
Saving with an 154 [or mher tax-free a 1 10 1 7
savings account]
Paying into a persenal pension scheme 4 [ 7 [ 5
Saving with a high rate savings account 3 10 a ] ]
Buying Premium Bonds o 2 2 (-} 1
Other 1 [ 3 5 3
Total 100 100 100 100 100
Owners Social Private Living with | All tenures
Safest way to save for retirement (%) renting (%) | renting (%) | Parents (%) (%)
Paying into an employer pension scheme 41 ES a2 41 38
Investing in property 4 25 30 23 31
Paying into a personal pension scheme 10 13 14 13 12
Saving with an I547 [or other tax-free 7 1 10 10 3
savings account]
Saving with a high rate savings account 4 2 7 & 5
Buying Premium Bonds 1 2 2 (- 1
Investing in the stock market by buying ! 4 ! 4 1
stocks or shares
Other 2 5 4 5 3
Tatal 100 100 100 100 100
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Expected value of main residence by age group

Average expected value of main residence by age group
(WAS 2014-16)
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Analysis 1: ‘already-homeowners’ in 2010/12

Q: Systematic differences between homeowners and non-homeowners (under 45s)

Logit(HO) = Sy + f1 SES + B2 Income + (3 Xtransfer + /34 ParentalHO + . ..

Family background characteristics Households’ characteristics (HRP)
» Parental homeownership » Demographic (age, marital status,
gender)

» Direct financial help

' ' > - . .
» Parental occupation and educational Socio-economic characteristics

levels » Wealth (Financial assets)
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Analysis 1 results: Who were the already-homeowners in 2010/127

Homeownership in 2010/12 0dds ratio (continued) Odds ratio

’ B *k
Age (aged 35-44) HH eq’'sed income (centred £33,600) 1.136

*kk
HRP age, centred at 35 1.071 NSSEC (Managerial occup)

Gender (Male) Intermediate occupations 0.707
Female 0.630%#* Routine & manual occupations 0.358%**
’ NA & other 0.344*

Marital status (Married)

Cohabiting 0.612%* Financial assets 2010/12 (< £0 - £4,999)

A £5,000 - £9,999 2.531%**
*kk , f
\S/\I/r}%le/s gggg*** £10,000 - £49,999 1.664**
! £50,000 or greater 1.217

Number of siblings (None - two siblings) Intergenerational transfer (£0 - £9,999)

SR k%

3 or more siblings 0.578 £10,000 - £29,999 2.071*
%k

Employment status (Employed) £30,000 or greater a2

Unemployed 0.156%**

EconoFr)nizaIIy inactive 0.233%%k Parental HO (Non-homeowner)

Homeowner parent(s) 1.994%**

Note: n = 3,142. Intergenerational amount excludes amounts reported in the first wave due to a large number of missing values. Financial asset in
2010 excludes intergenerational transfer amounts reported in wave 2 and 3.
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Analysis 2 discrete-time event history analysis

Discrete-time event history analysis
» Entering homeownership treated as an event
> Uses information about the duration in renting (survival) into modelling the transition

» The transition probability is the chance of entering homeownership, given having stayed in
renting until at point.

» Time origin: the moment from which the event taking place is theoretically possible.

Event history analysis framework

_ (1)
h(t) = % (1)
Conditional hazard function is
h(t|x)=Pr(T=t|T >t,x). (2)
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Analysis 2 data structure and time variable

Left-truncation: origin of time, age at the first observation

Observation window

» The full history of
R housing tenure
between the year when

4 turned 19 and 2008/10
C e is unknown.
D » The non-homeowner
e | status in 2008/10 is
known.
Wave 2 Wave 5
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Analysis part |I: discrete-time event history analysis

Conditional likelihood approach: proposed by Guo (1993) & Jenskins (1995)

» The idea: condition on the length of duration in renting

P It is assumed that characteristics in the pre-observation period do not influence
the chances of homeownership

» No homeownership transition prior to the first observation
» No other property ownership that influences the chances of homeownership

» Data organisation: person-period unit, organised in intervals of duration, but
discard those that fall outside the observation period
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Analysis part |l: data structure and time variable

The time variable

> Aged 19-44 in 2008/10, base age = 19

» Duration = age at HO (or last observation) - 19
» The max duration is 32 years (50-19+1)
>

4 duration intervals: 1-12, 13-17, 18-22 and 23-32
years, matching turning 30, 35, 40, and 50.

» Only keep the individual-interval observations
within the observation period.

Age (intervals): no. events

> Aged 19-30 (1-12): 31

> Aged 31-35 (13-17): 3

Aged 36-40 (18-22): 2

> Aged 41-50 (23-32): 2

> Total : 117 moved to HO

v
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