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Recommendations
• This briefing proposes that the Government should set up a nationwide affordable deposit loan 

scheme, access to rent, for those on low incomes.

• Through this scheme the Government would provide dedicated financing to existing bodies 
such as credit unions, local authorities or other lenders. The latter would provide loans at 
low‑interest to prospective tenants, based on Government borrowing rates.

• The total Government borrowing for access to rent equals just 10% of the pledge of a 
further £10 billion to support the Help to Buy Equity Loan scheme aimed at helping buyers 
raise a deposit.
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Background
With the growing unaffordability of home ownership and the increased 
scarcity of social housing, the private rented sector is often the only 
housing option for those on low incomes. However, a barrier to being able 
to access a rental property in the private sector is an inability to afford the 
security deposit. As a result, many are either forced to remain in unsuitable 
or overcrowded accommodation, get into unaffordable and crippling debt, 
or face homelessness.

Key points
• The private rented sector is often the only housing option for those on low incomes.

• For those on low incomes a barrier to being able to access a rental property in the private 
sector is an inability to afford the security deposit.

• These factors can leave tenants in unsuitable, overcrowded accommodation or homeless.

• Lack of access to savings or affordable credit for a deposit can result in tenants having to 
borrow at high costs, therefore starting their tenancy in high levels of debt.

Introduction
The Housing and life experiences study, on which this project is based, found that for participants 
on low incomes the private rented sector was often cited as their only housing option. This was 
due to the lack of social housing and the unaffordability of home‑ownership. The private rented 
sector was more accessible compared with other tenures as there were no waiting lists. In addition, 
frontloaded payments (deposits, agents’ fees) were lower than a home‑ownership deposit.

Participants in the study observed that these costs were nevertheless incurred at the start 
of a tenancy. Deposits were therefore widely seen to be a particular barrier to accessing 
private rented housing, and this resulted in many having to stay in unsuitable or overcrowded 
accommodation. Where the money for a deposit had been raised, the cost was viewed as a 
significant drain on financial resources and/or a cause of debt.

Several participants said that they were not able to move into more suitable or more affordable 
properties because they could not pay the deposit. For example, one participant’s nephew was 
unemployed and could not move out as he did not have the funds to cover a deposit. Another 
participant’s son earned £250 a week and, paying £40 child maintenance a week, simply could not 
afford a deposit in the private rented sector, despite finding properties where he could afford the 
rent. There was a further example of an interviewee taking a property that was not suitable but, 
because it involved a low deposit, he felt forced to take it as his only option.
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Specific examples from the Housing and life experiences study of those experiencing affordability 
difficulties because of their private rented sector deposits include:

• Jackie, who reported that she had paid between £6,000 and £7,000 (which included six 
months’ rent in advance) when she first moved into her studio flat. She believed the high 
deposit requested by the landlord was intended to discourage people on low incomes or 
benefits. She used the small amount of equity she had left from the sale of her flat once her 
mortgage arrears had been paid.

Also this example:

“… we just couldn’t afford anywhere when we were at her mum’s. That’s why we’d save up. It’s all 
the fees and deposits and everything else you’ve got to put down on houses. It’s these private 
landlords. I’d love to move into a council house, but the list system is ridiculous at the moment. 
When we were at her mum’s we bid every week for, I think it was, a year and we got nowhere”.

John

Key issues
Several factors underline the need for a Government‑backed affordable deposit loan scheme. 
These are:

Affordability
Most landlords typically require a full month’s rent in advance and the equivalent of four to six 
weeks’ rent as a security deposit. Government data shows that the cost of deposits have increased 
by approximately 7% in the last five years. The average deposit currently stands at £1,070 
(Mydeposits, 2017). Tenants also have to fund the cost of a move and pay other associated fees. 
These frontloaded costs are particularly difficult for those on low incomes. The problem is further 
compounded for those who experience multiple moves in a short period.

As noted by participants in the Housing and life experiences study, the cost of rental deposits is 
a significant barrier to accessing private rented accommodation. Shelter showed in their recent 
report into the private rented sector that 3% of tenants who do not receive housing benefit have 
been refused or prevented from moving into private accommodation because they cannot afford 
the deposit or rent in advance. For those in receipt of housing benefit this rose to 10% (Shelter, 
2017). This comes at a time when this tenure has become the only realistic housing option for 
many. One third of people in poverty now live in the private rented sector, an increase of 40% 
in the last decade (Joseph Rowntree Foundation, 2017).

According to a survey undertaken by the Tenancy Deposit Scheme, four in ten tenants said that 
they needed to borrow money to pay a tenancy deposit (Lunn, 2013). Shelter found that, for 
low‑income private rented tenants, the last time they moved a total of 255,944 private renting 
families took on debt in the form of credit cards, overdraft, bank loans or payday loans (25% of 
those who had moved). This included 133,352 using their credit cards (13%) and 111,026 their 
overdraft (11%) (Shelter, 2017). In a separate study Crisis found that 80% of homeless people 
surveyed encountered problems raising money for a deposit (Batty et al, 2016).

With high house prices making home‑ownership out of reach of many, and social housing hard 
to access, millions of people have been left with no choice but to rent. However, if deposits are 
a barrier to renting, that leaves some people with no housing choices. While the Access to Rent 
scheme is not targeted solely at those directly at risk of homelessness, its aims are to support 
people on low incomes in finding more suitable accommodation. It is therefore likely to reduce the 
number of homeless cases and those living in temporary accommodation.
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Limited available support
The lack of financial support available for deposits in the private rented sector is striking, especially 
compared with the available funding in place for those on higher incomes looking to buy a home. 
The UK Housing Review demonstrated that, out of projected government investment through 
to 2020/21, £29bn will be channelled into private sector programmes aimed to support home 
ownership. This included £12.5bn for the Help to Buy: Equity Loan scheme (Perry et al, 2017). In 
October 2017 it was announced that the Government will invest a further £10 billion in the Help 
to Buy Equity Loan scheme (Gov.co.uk, 2017).

The limited Government support for rental deposits includes:

Discretionary Housing Payments (DHP) – those in receipt of, or entitled to, housing benefit can 
apply to their local council for help with the cost of their deposit. This funding is expected to help 
with a range of housing costs. Shelter has shown that only 10% DHP funding is used for support 
with deposits (Shelter, 2017).

Budgeting loans – available for benefit claimants who have claimed Income Support, income‑based 
Jobseeker’s Allowance, income‑related Employment and Support Allowance or pension credit for 
the last six months. These loans are also available to couples who have earnings below £3,600 in 
the last six months or £2,600 for a single person. However, payments are so high (repayments of 
up to 40% of a claimant’s Standard Allowance) for the loans that households are discouraged from 
taking them out (Shelter, 2017).

Local deposit loan schemes are in place across the UK. Crisis maintains a database of them which 
is available here: http://www.crisis.org.uk/find‑pr‑scheme.php. Many of these schemes are limited in 
scope and are usually focused on those at immediate risk of homelessness or the most vulnerable 
groups. They have an important role to play, as they often offer tenancy support along with 
financial support in the form of loans or guarantees.

However, we estimated in our financial modelling that 192,864 low‑income households need help 
with a private rented sector deposit. There is therefore a need for a wider reaching, lighter‑touch, 
scheme to complement investment in existing ‘help to rent’ schemes. Interviews with providers 
of existing schemes suggested that the schemes are unable to expand due to a lack of funding to 
support lending or the costs associated with offering a guarantee. Some providers had found that 
some landlords will always want a cash deposit in order to offer a tenancy to low‑income clients.  
Where lending was in place the risk of lending to low‑income client groups prevented expansion of 
schemes. This often meant providers had to pass the costs of the perceived default risk on to the 
borrower to make sure the schemed ‘stacked‑up’, creating unaffordable repayment expectations 
on the borrower.

More innovative ways of providing deposits are being explored, such as employer loans, guarantors 
and insurance schemes. All have merit, but would not provide comprehensive access for low‑income 
households. For more information on these schemes, please see the access to rent technical report.
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Detailed proposal
We propose that the government introduces an access to rent scheme. This would support those 
unable to afford a rental deposit in the private rented sector by providing individuals and families 
on low incomes with access to fair and affordable credit.

Through this scheme the Government would provide dedicated financing to existing bodies, such 
as building societies, social lettings agencies, credit unions, local authorities, or other social lenders, 
who would provide the loans at a 5% interest rate, based on Government borrowing rates. Local 
authorities would not need to register with the Financial Conduct Authority to supply the loan, 
and credit unions and building societies will already be registered. However, other providers would 
need to register to offer the service. By providing low‑cost risk‑free dedicated funding for the 
loans themselves, this is likely to offset any difficulties of registering with the Financial Conduct 
Authority.

Key features of access to rent include:

• Loans would be backed by the Government and would be charged at a low interest rate. This 
would be enabled by pegging the loans to the cost of Government borrowing.

• Providers would be responsible for completing assessments, verifying applications and 
administering the loans. The loan would be offered only on the basis that the landlord would 
not accept a guarantor option first, as this option would be more affordable for the tenant.

• To qualify for the scheme individuals/families would need to be living below JRF’s minimum 
income standard. This means incomes of below £17,900 for a single person and £20,400 for 
a couple with children (Hirsch and Padley, 2017).

• To qualify for the scheme individuals/families would need to show willingness and capacity to 
repay the loan.

• Loans would generally reflect the value of the deposit. Tenants would pay 5% interest on the 
loan. We have established through our financial analysis that this would cover the cost of 
Government borrowing and would be affordable to tenants (where the costs of private sector 
rent were already considered affordable).

• Loans would be available to be used for both furnished and unfurnished accommodation, as well 
as shared accommodation.

• Once approved, the applicant and provider would agree on the repayment period, which would 
be between 12 to 24 months. We have established through our analysis that any shorter than 
this would be likely to be untenable for those using the loan.

• The loan would be paid to the landlord, who would be obliged to hold the rental deposit in 
a deposit protection scheme such as the Tenancy Deposit Scheme or Safe Rent Scotland.
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• The tenant would pay back the loan to the lender over the period agreed. If there are not any 
problems (that is, the loan was repaid and there were no deductions to the deposit) the tenant 
would get their deposit back at the end of the tenancy minus any end‑of‑tenancy deductions. 
This would assure the landlord and loan provider that the tenant would remain mindful of 
keeping the property clean and paying their rent on time.

• If an applicant were to move out before the end of the tenancy agreement, tenants would 
have three months in which to repay the balance with a minimum payment agreed with the 
agency. Applicants would also be able to apply for a loan on a new rental property, if they were 
up to date with their payments for the loan for the previous property. This would help reduce 
the up‑front costs of moving between tenancies at a time when transferable deposits are 
unavailable.

• As the scheme is based on the provision of loans by the Government, similar to student loans, 
it counts as an asset not a liability, so the cost will not count against the national debt (National 
Audit Office, 2016).

• If the housing advice service proposal was adopted, this could be used as a medium for 
promoting the service, if not, it could be promoted through local routes.

This scheme is designed to supplement existing and proposed provisions aimed at mitigating the 
frontloaded costs of rental deposits, such as guarantor schemes.

We have proposed using existing agencies to administer the scheme in order to minimise set‑up 
costs. If the UK Government or devolved national governments were to fund the development of 
the infrastructure for access to rent, similar to the student loans company, it would be likely to be 
more comprehensive and effective.

Our analysis of the six locations we have reviewed demonstrated that lower‑income families could 
not afford the average lower quartile private rents in London or Oxford. This proposal does not 
negate the desperate need for funding for truly affordable rental products.

Cost analysis
We have calculated, based on generous assumptions, that the total amount of Government 
borrowing needed to support the access to rent scheme would be between £102,033,058 
and £153,049,587. As the outlay is loaned, the majority would be paid back to the Government, 
including a 1% administration fee. The total borrowing of access to rent equals 10% to 15% of the 
pledge of a further £10 billion to support the Help to Buy Equity Loan scheme (Gov.co.uk, 2017).

We propose that the Government underwrites the defaults of the scheme. Due to the low‑income 
levels of the group being lent to, we have projected this at 20%. This is much higher than 
average personal loan default rates but closer to payday lending default levels. The total cost 
of underwriting the scheme at this default rate, for helping 192,864 into accommodation, would 
be £20,406,611 to £30,609,917. This equates to just 0.6% of the £3.6 billion spent by central 
Government on housing and the environment in 2016/17 (HM Treasury, 2017).

Table 1 below shows the cost analysis of the loan scheme from the Government’s point of view, 
and the likely uptake of loans.
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Table 1: Costs analysis of deposit loan provision per year, based on full take-up 
by those eligible

Costs used
Deposit: 

one month’s rent
Deposit: 

six weeks’ rent

Lower quartile private monthly 
rent (average UK) £511.00 Source: Private Rental 

Market Statistics, ONS

Average size of tenant loan £511.00 £766.50

Average length of loan (months) 20

Number of households on lower 
quartile incomes

4,018,000

Source: ONS “The Effects 
of Taxes and Benefits 
on Household Income, 
2015/16 – Reference 
Tables”

Percentage of total households in 
the private rented sector

30%

Source: ONS “The Effects 
of Taxes and Benefits 
on Household Income, 
2015/16 – Reference 
Tables”

Number of low‑income 
households in private rented 
sector

1,205,400

Likely up‑take of loan 32% Source: Shelter PRS Survey 
13/14

Likely up‑take of loan per year 50% Based on 50% of those 
tenants moving each year.

Number of households taking out 
the loan 192,864

Total cost of scheme £98,553,504 £147,830,256

Government borrowing
Amount of borrowing to cover 
scheme £98,553,504 £147,830,256

Two‑year gilt bond annual 
coupon rate 1.75% Source: Bloomberg

Total cost of borrowing £102,033,058 £153,049,587

Cost of scheme to individual tenant
Annual interest rate charged to 
tenant 5%

Monthly interest rate 0.41%

Monthly repayment by tenant £26.98 £40.47

Total repayment over the life of 
the tenancy per household £532.87 £799.31

Total repayment by all households £102,772,188 £154,158,283

Repayment by tenants to 
cover the cost of Government 
borrowing and allow for a small 
administrative cost

£739,130.30 £1,108,695

20% default rate (estimated 
unrecoverable costs)

£20,406,611 £30,609,917

Source: Default rates 
on payday loans to take 
into account financial 
vulnerability of those being 
loaned to. https://www.
guarantorloancomparison.
co.uk/guarantor‑loans/a‑
guide‑to‑default‑rates‑for‑
loans.
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Our analysis, based on a couple on a low income with two children, has established that a 
low‑interest loan for the cost of a tenancy deposit with a repayment period of 12‑18 months 
has only a slight impact on the proportion of total income spent on housing costs. The access 
to rent scheme would therefore be an affordable option to support families and individuals in 
avoiding high‑cost lenders and to provide access to private rented housing. For further costing on 
affordability to the tenant, please see our technical report.

While the access to rent scheme is not targeted solely at those directly at risk of homelessness, 
its aim is to support people on low incomes in finding more suitable accommodation. Crisis found 
that 80% of homeless people surveyed encountered problems raising money for a deposit (Batty, 
2016). The scheme is therefore likely to reduce the number of homeless cases and those living in 
temporary accommodation.

According to BBC figures, provision of temporary accommodation across England, Scotland and 
Wales cost £851m in 2015 alone (Buchanan and Woodcock, 2017). The default costs of access to 
rent would be only 2.3% to 3.5% of the total spend on temporary accommodation.

The costs and causes of homelessness vary by the location, type and nature of support provided 
by homelessness services. Crisis estimated that preventing homelessness for one year would 
result in a reduction in public expenditure of £9,266 per person (Pleace and Culhane, 2016). 
Access to rent would only need to prevent 3% of all homeless cases across the UK to cover the 
estimated default costs.

Views of low income study participants on the proposal
When asked about providing support to help tenants overcome the affordability problem of 
deposits, participants in the Housing and life experiences study were very supportive.

Both the idea of a loan and a guarantor scheme were seen very positively, especially by those 
who thought that a cap on deposits would still mean that they would not have sufficient cash for 
a deposit. Some wondered how a guarantor scheme would work in practice; several did not think 
landlords would be happy with accepting a guarantor instead of a deposit.

Comments in support of low‑cost loans included:

“It’s the only way people are going to get anywhere.”

Northern Ireland, woman (early 40s), single parent.

This participant was very supportive of the idea of a loan for deposits. She spoke about her son 
who looked at a flat recently. The landlord wanted a month’s deposit. Her son simply could not 
raise the money, and home‑ownership is out of the question, so he is living with his grandparents.

“A great idea as I could move straight away rather than wait six to seven months to save up.”
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Hull, private rented sector, young, single male parent.

“Would prefer to pay by instalments because it’s not so much money upfront. It’s a nice idea, it 
would help a lot of people. It would be easier to move if you found yourself in a situation of poor 
housing because you wouldn’t have to save up.”

Northern Ireland, private rented sector, couple with a dependent child in overcrowded situation.

“Private rented is not accessible otherwise, so assistance with deposit would be helpful to people 
who do need housing quickly and can’t find the deposit and who otherwise would be in temporary 
accommodation/homeless/staying with family etc.”

Oxford, social sector, female, single parent.

One other young, single parent from Northern Ireland also talked about the scheme’s ability to 
help those who face homelessness as, when she was homeless, she did consider the private rented 
sector, but was put off by the size of deposit required which she could not raise without borrowing 
and “paying over the odds in repayment costs”.

Conclusion
Considering the growth and structure of the private rented sector in the UK, there is much to 
do to make it workable and affordable for the increasing number of low‑income households who 
are reliant on it for a home. This proposal does not aim to solve all these issues. However, it does 
provide an immediate method by which those on low incomes can access the private rented sector 
in a fairer and more affordable way.

The private rented sector is the only realistic housing option for those struggling to afford to buy 
a home or access social housing. The access to rent scheme is designed to be easy to implement 
and will tackle the frontloaded costs identified as a financial strain by participants in the Housing 
and life experiences study. These costs often bar low‑income households from a private rented 
tenancy, or force them to borrow money at high interest rates to raise a deposit. They begin their 
tenancies in considerable debt.

The Government is taking positive steps by capping deposits to the equivalent of six weeks’ rent. 
However, this amount is still unaffordable for those on low incomes. A Government sponsored 
low‑interest loan scheme that recognises the up‑front costs of setting up a tenancy is therefore 
necessary. By backing the access to rent proposal, the Government can further support those 
on low incomes in the private rented sector. The total Government borrowing to pay for the 
scheme will equate to just 10% of the pledge of a further £10 billion for the Help to Buy Equity 
Loan scheme. It also has the potential to save the public purse by reducing the use of temporary 
accommodation and other costs associated with homelessness.
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About the project
This report provides an overview of the access to rent proposal. A technical report covering the 
detailed research findings, including case studies, and financial modelling, behind the proposal 
is available here: http://bit.ly/2GrdU9h. The access to rent proposal was shortlisted as one of 
four potential initiatives that could help alleviate poverty identified through the Housing and life 
experiences study (Croucher et al, 2017a, 2017b and 2018). For further details of the study and 
our methodology in selecting ideas, please see our covering report http://bit.ly/2DqmMZC.
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