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Introduction
The North East region covers the geographical areas of
Northumberland, Tyne & Wear, Durham and the Tees Valley.  It is
the smallest of the English regions, both geographically and
demographically (with the exception of London), at approximately 2.1
million acres and a population close to 2.4 million.

In 1970, renowned urban studies and planning author, Professor J.B.
Cullingworth, described the North East as 'one of those unfortunate
regions, a boom area of the coal age with an enormous legacy of
obsolete social capital, a slower rate of economic growth, an
accompanying higher rate of unemployment, a poorer standard of

health and social services, and a not unrelated outward migration of
population.'

Some 35 years later, the North East is still described as one of the
most disadvantaged areas in the UK and, although the economy was
formerly based on traditional industries and has since diversified,
the region is still coping with the economic, social and structural
consequences of its past. As Figure 1 indicates, the North East
remains at the lower end of regional performance in the UK, with the
poorest score in six of the 13 rank indicators.

Disclaimer
This bulletin gives information based primarily on survey and published data which may be helpful in anticipating
trends in the residential property market.  However, no warranty is given to the accuracy of and no liability for
negligence is accepted in relation to, the forecasts, figures or conclusions contained in it and they must not be
relied on for investment purposes.  This bulletin does not constitute and must not be treated as investment advice
or an offer to buy or sell property.
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Figure 1: Ranking of the North East against Regional
Economic Indicators

Regional Indicator Rank in 2004

Working age population % of total pop 5

Participation rate 12

Unemployment rate 12

% employment in manufacturing 6

% employment in private services 10

Self employment % of total employment 12

GVA per person 11

GVA per manufacturing employee 8

GVA per private services employee 12

Average earnings 5

Disposable income per head 12

Consumers expenditure per head 12

House prices 10

Note: 1 denotes highest region, 12 denotes lowest region, except for
unemployment where 1 is the lowest rate and 12 the highest.
Source: Oxford Economic Forecasting
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Figure 2: Percentage unemployed in the North East by
Local Authority District

Source: CACI/Nomis 
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High levels of socio-economic deprivation and dereliction still exist
and are mainly concentrated within the former coalfield and heavy
industrial areas in South East Northumberland, County Durham and
Redcar & Cleveland where unemployment is highest (see Figure 2).

Given these issues, it is perhaps unsurprising that the Government
forecasts a decline in the region's population of 67,000 between 1996
and 2021 (see Figure 3).  Although these figures are well publicised,
the North East Assembly has suggested that 160,000 new homes
need to be built during this time period.  As a result, critics have
commented that this could lead to empty homes and jeopardise
urban regeneration efforts.

In order to prevent this prediction becoming reality, the
Government needs to act to improve the living environment in the
North East to both encourage existing inhabitants to stay and
attract new people into the area.  Academic experts from
universities in the region have been invited to advise the
Government policy makers on development and implementation
of policies for regional regeneration, thus acting as a sounding
board for new ideas, helping to ensure the success of numerous
programmes already underway.

Although two thirds of the North East is rural, methods for
reversing the trend of out-migration must focus on urban areas as
the region has a number of substantial brownfield sites that are a
legacy of its past and have great potential for regeneration.
People will only want to live in the region if the area offers
economic stability, good quality housing and a living environment
that meets aspirations.  A number of organisations have been
formed in order to achieve this.

In April 1999, the regional development agency, One NorthEast,
was set up with the aim of helping the people of the North East to
create and sustain jobs, prosperity and a higher quality of life.  At
a lower level there are 'Sub Regional Partnerships' in the Tees
Valley, Tyne & Wear, Northumberland and County Durham, and
'Regionally Significant Strategic Projects' at Newburn Riverside
and Grainger Town in Newcastle, the North East Technology Park
in Sedgefield and Seaham Town Centre.

There are two Urban Regeneration Companies (URC's) currently
established in the region - 'Tees Valley Regeneration' and

'Sunderland arc'.  The former is the largest URC in the country
and, since it was founded in May 2002, has mapped the
rejuvenation of 800 brownfield acres in the region with proposals
to deliver 2 million sq ft of offices and 6,500 homes, at a cost of
£1.5 billion.

The three shareholders and funders - One NorthEast, English
Partnerships and the five local authorities in the catchment -
intend to replicate the good progress that has been made in other

parts of the region such as
Newcastle, which is now seeing
repopulation for the first time in
20 years.

Sunderland arc was also set up
in spring 2002 with a 10-15 year
lifespan.  Its partners are One
NorthEast, English
Partnerships and the City of
Sunderland council.  The URC's
geographical area covers 1,340
acres along the banks of the
River Wear and the city centre,
and its targets are 10,000 new
jobs, up to 3.3 million sq ft of
new business space, and 796
acres of new development land.
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Figure 3 – North East population figures and projections

Source: ODPM
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Tyne & Wear city region
The Tyne & Wear sub-area has a population of around 1.6 million,
which accounts for 65% of the North East population.  It is generally
thought of as the heart of the economic and cultural life of the region
with both regional and sub-regional shopping centres, four of the
region's universities and a major teaching hospital.

Sunderland
Sunderland arc has plans for a £70 million scheme comprising 500
flats and 75,000 sq ft of offices.  90 flats and 30,000 sq ft of office space
are included in the first phase of the nine acre development, which
lies adjacent to the 16 acre cliff-edge Vaux Brewery site.

The Vaux site alone has the potential to deliver £280 million of
investment and over 1,000 homes, 506,000 sq ft of office space and
27,000 sq ft of shops are proposed.  However, conflict has arisen as
Tesco owns the land and wants to spend more than £50 million on
what has been billed as England's biggest hypermarket.

Durham
A five year plan has been drawn up with the aim of alleviating the
problem of Durham's housing shortage.  The council intends to close
its Byland Lodge headquarters (and other smaller offices) and sell the
£3 million city centre site for redevelopment.  Pockets of council land

in the city centre will also be disposed of, including £1.2 million of land
in West Milburngate and a £250,000 plot in Closegate.

Also in the city, £80 million of improvements are underway at the
Durham-Tees Valley Airport.  The access road and general facilities
are being enhanced with the aim of growing the airport's international
connections and ultimately increasing passenger numbers. This
should result in attracting new businesses into the area and
subsequently bringing in new people as the region becomes more
accessible and an increasingly attractive place to live.

Tees Valley city region
The Tees Valley city region has a population of approximately 875,000
people, almost half of whom live within the Teesside conurbation -
Stockton, Middlesbrough and Redcar.

Middlesbrough
English Partnerships are working in conjunction with Middlesbrough
Council, One NorthEast and Tees Valley Regeneration to develop a 250
acre site in Middlehaven.  The £500 million proposal is to be built out
in three phases, the first of which is already under construction.
Between 2004 and 2009, a business park, an exclusive 500 unit
waterside residential development and a range of community and
leisure services are to be created.
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The second phase (2007-2015) is scheduled to comprise 1,000 new
homes, up to 540,000 sq ft of commercial space and leisure and
community facilities, including a primary school.  The final phase to
be constructed between 2010 and 2020 will consist of 900 residential units.

Hartlepool
PD Port Logistics & Shipping and Tees Valley Regeneration propose a
£500 million redevelopment of the North Dock.  The 200 acre site will
be known as 'Victoria Harbour' and will incorporate 3,500 homes,
300,000 sq ft of offices and 200,000 sq ft of leisure space.

Work is expected to start in 2005 and the development will then
progress over the next 10 to 15 years.

Stockton-on-Tees
Four developers have been shortlisted for the £300 million, 56 acre
North Shore riverside development in Stockton-on-Tees.  AMEC

Developments, Parkridge Developments in a joint venture with
George Wimpey, Terrace Hill and Wilson Bowden are all in the
running for what is potentially one of the North East's largest
regeneration schemes.

Proposals include 600 homes, 650,000 sq ft of offices, 25,000 sq ft of
leisure space, a 100 bed hotel and cafes and restaurants.  A decision
on the preferred developer is expected in August, with work
anticipated to start next Easter.

Darlington
An outline planning application has been submitted for a £170 million
mixed use scheme called 'Central Park'.   The 75 acre site is being
transformed by Tees Valley Regeneration, Darlington Borough
Council, One NorthEast and English Partnerships into 300,000 sq ft of
offices and 600 homes, along with a 100 bed hotel, community
facilities and a college.  The development is expected to take
approximately eight years to complete and, when finished, is intended
to launch the town as the 'gateway to the region'.

Stock
Housing

Property values in the North East fall behind much of the rest of
the UK.  According to the Land Registry, the average price of a
house in the North East currently stands at £119,581, compared
with £183,486 for the UK as a whole.  However, the Halifax reports
that the annual rate of house price inflation in the North East is
now 4.9% - well above the UK average of 3.7%.  In fact, house
prices have risen by 93% over the past three years, ranking the
North East top of the 12 UK regions.

The strong performance of the
housing market in recent years
is partially due to the region's
good affordability.  However,
this positive trend could well be
changing as over Q2 2005 prices
in the region fell by 0.9% - the
second quarterly fall since Q4
2000.  As prices have risen
steadily over the past few years,
many have speculated that the
region is now undergoing a
gradual slowdown and predict a
further moderation in the pace
of growth over the rest of 2005.

As Figure 4 highlights, there is
a notable variation between
values in different parts of the
region.  House prices in
Stockton-on-Tees, Darlington
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Figure 4 – Average house prices across the North East

Source: ODPM (2005 data based on Q1)
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and Durham are currently above the average for the region as a
whole, although values in the latter city have been decreasing over
the past year or so.  Middlesbrough and Hartlepool in particular
are falling behind the rest of the North East, but this may well
improve when the proposed regeneration schemes come to
fruition.

House prices in Sunderland are also below the average for the
region; however the Halifax has highlighted the city as 'definitely
aproperty market to watch'.  Due to its excellent rail links,
Sunderland is within easy commuting distance of Durham and
Newcastle and, as the city centre is regenerated, the area looks
set to draw people in.  Demand for properties priced up to
£100,000 is strong and, as a result, this is a very active
sector with first time buyers and buy-to-let
investors competing aggressively.

With regard to the type of property, the largest
variation between prices in the North East and the
rest of the UK is for flats.  However, this may well
adjust in the coming years as demand
by young professionals for new
build apartments

in the numerous mixed
use regeneration schemes
underway in the region pushes
prices up. 

It is advisable, however, that
planners monitor the supply of
flats in urban areas as concerns
have arisen in regenerated
cities, such as Leeds and
Manchester, that there may be
an oversupply of new build
apartments and developers are
finding it increasingly difficult to
sell their stock.

As Figure 5 shows, terraced
houses are in fact the cheapest

type of property in the North East and are likely to be the preferred
choice of families due to the access to outside space and a better
price per sq ft in comparison to flats.  However, the majority of the
new development proposed is apartment blocks which are more
attractive to young professionals who want to be in a central
location.  City centres often have a lack of facilities like parks and

large supermarkets and, unless these issues
are addressed, urban areas will continue to

find it difficult to attract families and
have a disproportionate population

structure.
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Figure 5 – Average house prices in the North East by property type

Source: Land Registry Q2 2005

    



House prices in the South of England have rocketed in the past few
years and, as a result, there are few bargains for either property
investors or owner occupiers.  The North East is therefore
attracting a great deal of interest due to its good level of
affordability, with a house price/income ratio of only 5.23 in 2004,
compared to 6.89 for the South East. 

Further good news for investors is that, according to Paragon
Mortgages' July 2005 Buy-to-Let Index, the average yield in the
North East currently stands at over 6.64%, which is a more than
reasonable return.  However, towns and cities in the region that
have already been regenerated should be treated with caution as
new build apartments in places such as Newcastle are widespread
and it could be argued that the market is nearing saturation.  It
would, therefore, be more beneficial for developers and investors
to look at urban areas that are just embarking upon a regeneration
programme in order to capitalise on the inward investment and
infrastructure being created.

The Government predicts that the population of the North East is
set to decline in the coming decade and, as a result, there is a
great deal of pressure on the parties involved to ensure the
regeneration programmes are a success.  It could be argued that
building more homes is a questionable move when the level of out
migration is so high and the proposed urban regeneration
schemes must counter the critics by achieving the aim of
promoting the benefits of urban living and enticing people into the
region. 

The North East, as a whole, has a great deal to offer to inhabitants,
businesses and tourists alike.  In terms of transport links, the
region has six ports, including Teesport which is the second
largest port in England, and the Port of Tyne, which brings
significant numbers of tourists to the region, providing a major
international link to places like Holland and Scandinavia.

In addition, there are two international airports - Newcastle
International and Durham-Tees Valley.  Recent figures from the
North East Assembly's 'Regional Spatial Strategy for the North
East' publication show that the former is the fastest growing major
regional airport in the UK, with 4.75 million passengers in 2004.
This figure should improve further in coming years as new routes
are being added on almost a monthly basis.  The Barcelona,
Alicante, Belfast and Dublin air routes alone will bring around
160,000 inbound passengers each year.

The higher education facilities in the North East are also excellent
with a number of universities in the region.  An added objective of
regeneration programmes should therefore be to promote the
benefits of the region to retain students after graduation and
establish a highly skilled workforce.

According to Oxford Economic Forecasting (OEF), the region has
been unable to achieve the same degree of expansion in
employment as experienced in Yorkshire & Humberside and the
North West due to the scale of manufacturing job losses.
However, growth in the business services sector has been very
strong and OEF predicts continued strength in this sector which
will provide a boost to the region's economy.
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