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Why investors shouldn’t overlook 
UK social supported housing in 
the Covid-19 environment
We outline why we believe social supported housing in the UK offers investors much needed stability as the 
wider real estate market experiences falls in income and value due to Covid-19.

The real estate investment market is undeniably expe-
riencing turbulence and uncertainty due to COVID-19. 
With major falls in rental income expected this year, 
consequent falls in valuations also seem inevitable. 
However, social supported housing (SSH) in the UK 
remains a sector which we believe offers resilient re-
turn potential. There are a number of key reasons the 
sector looks so robust. 

The drivers of SSH returns 

Under the Care Act 2014, the UK Government has 
a statutory responsibility to provide the existing 
and future population of working-age adults with  
life-long care needs with long-term, safe accommoda-
tion. These are primarily adults with mental health 
illnesses.

This category of social housing is separate from 
registered care homes, sheltered housing, hostels for 
homeless people and affordable housing. The key dif-
ference being that the costs are fully-backed by the UK 
government. 

Moreover, there is a chronic lack of suitable, mod-
ern accommodation that is designed with integrated 
technology specifically for SSH residents’ require-
ments. SSH in a community setting supports resi-
dents’ increased independence which, in turn, has a 
positive impact on their quality of life, wellbeing and 
reduces their reliance on National Health Service 
(NHS) services. 

The government does not have the funding or bor-
rowing capacity to build this accommodation and it 
is closing older units which are no longer fit for pur-
pose. It is therefore seeking private sector capital to 
build new accommodation. The government will then 
indirectly lease them on a long-term, “FRI/NNN” ba-
sis; lease structures that absolve the landlord of more 
risks than other lease types. Such arrangements offer  
a significant saving to the public purse with typical 
cost reductions of 11% and 55%, respectively, com-
pared with registered care home and in-patient alter-
natives1. 

With such a favourable demand and supply dynamic 
the long-term, high-quality and inflation-linked na-
ture of the cashflows make the economic investment 
case highly compelling. Moreover, the cashflows are 
not correlated with the economic or property cycle. 

SSH’s resilience to Covid-19

SSH involves the development or major refurbish-
ment of properties that are considered suitable for 
the delivery of mid-to-higher acuity care. This is an 
essential service and non-discretionary from the UK 
government‘s perspective.

SSH supports the NHS by enabling people to be 
cared for outside of NHS facilities, thereby relieving 
pressure on the NHS itself which is more critical at 
this time than ever before.

SSH properties are always in very high demand but, 
at the current time any bedrooms which do become 
vacant are being filled much more quickly than nor-
mal, typically by younger residents who never enter 
a traditional NHS in-patient environment. Some lo-
cal governments are even providing rent guarantees 
to providers of SSH facilities because they require the 
capacity so urgently.

The average age of SSH residents is about 32 years 
old, which is one of the most resilient age cohorts to 
the Covid-19 virus, when compared with care homes, 
typically occupied by more vulnerable residents in 
their 70s or 80s.

SSH schemes are designed and operated for mid-to-
higher acuity care provision which necessitates higher 
staffing numbers. In the context of Covid-19, this helps 
with contingency planning compared to lower staff 
levels in lower acuity care, such as care homes. Where 
there are lower staffing numbers, it can become chal-
lenging to provide cover when staff inevitably become 
ill or are required to self-isolate. 

In care homes, all space other than the bedrooms is 
communal to reduce loneliness, encourage socialising 
and thereby delay the onset of dementia. By contrast, 
SSH residents have their own apartments with their 
own front door, as this is critical to their specific care 
needs. This has proved beneficial in both preventing 
infection and isolating any residents who might be-
come infected.

The standard levels of hygiene practices in mid-
to-high acuity care facilities like SSH is very high and 
these have been further augmented as a result of Cov-
id-19.

SSH facilities are designed to control and monitor 
access to the properties at all times and this has ena-
bled a restricted regime of access to be implemented.

SSH is legislated for and paid 100% by the Gov-
ernment to enable the most vulnerable people 
in society to live in a normal community setting 
in the most cost effective manner. The nature of 
the care and the properties make the underly-
ing cashflows resilient at the current time and, 
with demand far exceeding supply for the fore-
seeable future, we believe it could represent 
a compelling income-focused opportunity for 
investors seeking more defensive long-term 
strategies.

FOOTNOTE
1    Mencap and Housing LIN Report, April 2018 (care and accom-
modation combined).
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As the real estate investment market experiences turbulence and uncertainty due  
to COVID-19, we revisit Social Supported Housing in the UK – a sector which we believe 
offers the potential for resilient returns when the wider real estate market is expecting 
major falls in rental income this year and consequent falls in valuations.

Marketing material  
for professional investors and advisers only

UK Social Supported Housing 
A highly resilient, income-focused 
sector in an uncertain environment?
April 2020

1 Mencap and Housing LIN Report, April 2018 (care and accommodation combined).

Important Information This material is for professional investors or advisers only. It is not to be provided to retail clients.  Investment involves risks. Past performance is not a guide to future performance and may not be repeated. The value of investments 
and the income from them may go down as well as up and investors may not get back the amount originally invested. Exchange rate changes may cause the value of any overseas investments to rise or fall. Schroders has expressed its own views in this 
material and these may change without notice. While the information contained in this material has been sourced by Schroders and is believed by Schroders to be accurate and complete, such information should be independently verified by the recipient 
before use. This material is intended to be for information purposes only and is not intended as promotional material in any respect. The material is not intended as an offer or solicitation for the purchase or sale of any financial -product. The material is not 
intended to provide, and should not be relied on as, accounting, legal or tax advice, or investment recommendations. Information contained in this material is believed to be reliable but neither Schroders nor any entities within the Schroders group nor any of 
their officers or employees warrants its completeness or accuracy (each a Schroder Entity). Insofar as liability under relevant laws cannot be excluded, no Schroder Entity accepts any liability for any error or omission in this material or for any resulting loss 
or damage (whether direct, indirect, consequential or otherwise). Reliance should not be placed on this material when making individual investment and/or strategic decisions. The forecasts included should not be relied upon, are not guaranteed and are 
provided only as at the date of issue. Forecasts are based on Schroders’ own assumptions which may change. Schroders accepts no responsibility for any errors of fact or opinion and assume no obligation to notify you of any changes. Forecasts and assump-
tions may be affected by external economic or other factors. This material has not been reviewed by the regulators. Not all strategies are available in all jurisdictions. This document may contain “forward-looking” information, such as forecasts or projections. 
Please note that any such information is not a guarantee of any future performance and there is no assurance that any forecast or projection will be realised. Schroders may record and monitor telephone calls for security, training and compliance purposes.

Perspective

The key characteristics of Social Supported 
Housing (SSH)
 Ȃ The UK Government has a statutory responsibility to 

provide the existing and future population of working-
age adults with life-long care needs (primarily those 
with mental health illnesses) with long-term, safe 
accommodation under the Care Act 2014. 

 Ȃ This is a distinct category of social housing, separate from 
‘registered care homes’, sheltered housing, hostels for 
homeless people and affordable housing. The key difference 
being that the costs are fully-backed by the Government.

 Ȃ There is a chronic lack of suitable, modern accommodation 
that is designed with integrated technology specifically for 
residents’ requirements. SSH in a community setting supports 
residents’ increased independence which, in turn, has a 
positive impact on their quality of life, wellbeing and reduces 
their reliance on National Health Service (NHS) services.

 Ȃ The Government does not have the funding or borrowing 
capacity to build this accommodation and it is closing older 
units which are no longer fit for purpose. It is therefore 
seeking private sector capital to build new accommodation 
which it will indirectly lease on a long-term, FRI/NNN basis. 
Such arrangements offer a significant saving to the 
public purse with typical cost reductions of 11% and 55% 
respectively compared with registered care home and in-
patient alternatives1.

 Ȃ With such a favourable demand and supply dynamic the long-
term, high-quality, inflation-linked nature of the cashflows 
make the economic investment case highly compelling, 
especially when they are not correlated with the economic 
or property cycle.

As the real estate investment market experiences turbulence and uncertainty due  
to COVID-19, we revisit Social Supported Housing in the UK – a sector which we believe 
offers the potential for resilient returns when the wider real estate market is expecting 
major falls in rental income this year and consequent falls in valuations.

Marketing material  
for professional investors and advisers only

UK Social Supported Housing 
A highly resilient, income-focused 
sector in an uncertain environment?
April 2020

1 Mencap and Housing LIN Report, April 2018 (care and accommodation combined).

Robin Hubbard, Head of Real Estate Capital

Schroders - IPE Real Assets MayJune 2020.indd   1Schroders - IPE Real Assets MayJune 2020.indd   1 01/05/2020   16:5801/05/2020   16:58


