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Low-income Londoners  
bear brunt of Covid-19  
economic fallout 
By tracking the economic impact of Covid-19, we’ve 
found that Londoners, especially young adults aged  
16-34, have been harder hit than those in other areas  
of the UK. Our findings show that low-income Londoners, 
including our residents, are experiencing huge 
challenges due to loss of income following changes 
in their employment status. Alongside increasing 
unemployment, job availability has collapsed, 
leading to an untenable rise in competition for work 
in the capital. The Job Retention Scheme and other 
employment support efforts have successfully kept the 
economy from collapse. However, we are concerned 
about the long-term impact on the most vulnerable  
as these schemes are phased out.

Those still in work have faced a storm of pay cuts 
and reduced hours. The situation is compounded by 
the increased cost of living for basics such as food 
and utilities. This means low-income Londoners have 
increasingly dipped into savings or gotten into debt 
during lockdown. Many work in essential sectors and 
are paid below London Living Wage. Despite this, they 
have still put themselves at risk throughout lockdown. 
A third of our working residents earn below the London 
Living Wage of £10.75 per hour.

Even those in work have become more dependent 
on Universal Credit, the government’s digitalised 
benefit system that is often subject to long waits and 
miscommunication.

The government’s employment support schemes have 
cushioned the economy during the initial lockdown,  
but targeted support will be needed longer term.  
Our analysis reveals trends that have the potential  
to widen existing inequality in London and the UK.

We’re asking the government to join our support for:
• Incentives for job creation for those up to age 34. 
• The mayor’s call to pay the London Living Wage
•  Scrapping the 5-week wait in the Universal Credit 

system to stop people falling into debt. 

Index measures – updated for 
each bulletin

Value for money continued

Peabody 2019/20 Peabody 2018/19 G15 average 2017/18

Business health

1. Operating margin (overall, excluding disposals)* 26% 28% 27%

2. Operating margin (social housing lettings) 32% 32% 32%

3. EBITDA MRI interest cover % (excluding disposals)* 134% 191% 170%

Development (capacity and supply)    

4a. New supply delivered (social housing units) 815 647 544

4b. New supply delivered (non-social housing units) 288 302 293

5a. New supply delivered % – social housing 1.5% 1.2% 1.4%

5b. New supply delivered % – non-social housing  0.5% 0.6% -

6. Gearing (excluding investment properties)* 38% 34% 43%

Outcomes delivered    

7. Customer satisfaction (social housing) 73% 75% 77%

8. Reinvestment % 4.1% 4.6% 6.4%

9. Investment in communities £9m £6m £3m

Effective asset management    

10. Return on capital employed 2.6% 3.5% 3.6%

11. Occupancy 98.7% 99.8% 99.5%

12. Ratio of responsive repairs to planned maintenance 23% 45% 64%

Operating efficiencies    

13. Headline social housing cost per unit £6,210 £6,096 £5,096

14. Rent collected as % of rent due (GN) 100.5% 99.9% 100%

15. Overhead costs as % of turnover 9% 9% 12%

Metrics set by the RSH

* These measures are different from those used to manage the business, as annotated.

What do these metrics show us?
Peabody’s performance against these metrics is in line with our 
G15 peers. We plan to reduce our unit costs, with a focus on repairs 
and maintenance, to move towards the G15 average over the next 
two years.

The metrics also show that Peabody’s ambitious plans for 
delivering new homes in London are supported by a strong 
balance sheet with a low gearing percentage. This will enable us 
to borrow the funds required to build up to a development 
programme that will be one of the biggest in the G15.

Internally, we examine bespoke versions of some of these metrics. 
We are a significant provider of lower-margin care and support 
services (break-even on £30 million turnover). Although we  
regard care and support as a core business, we also consciously 
separate the personal care and support element from the housing 
business; when it is excluded, our overall margin rises from 26.4%  
to 27.9%

Similarly, we make important discretionary investments in the 
communities we serve. These investments are mainly funded from 
our operating surpluses. Excluding these costs sees our operating 
margin improve from 26.4% to 27.7%. Excluding both care and 
support and community investment brings our overall margin  
to 29.5%.

We also examine our interest cover from a different perspective. 
We focus on our ability to remain within borrowing covenants as 
set out in our loan agreements, and our risk appetite metrics relate 
to this capacity. The interest cover metric in our loan agreements 
differs from the RSH measure. We have comfortable headroom  
now and moving forward.

What do our projected metrics reveal?
Looking ahead, Peabody will be making significant investment 
into property (including fire safety-related expenditure as well as 
work at Thamesmead). Savings realised from our target operating 
model should result in a reduction in social housing cost per unit of 
c.10% by FY2022. Our gearing will rise in a controlled manner as the 
development programme ramps up to deliver 3,300 units per year, 
but remains in line with our peer average. We take a measured 
and sensible approach to managing financial risk in our 
development programme, ensuring we can safely and sustainably 
deliver great new places for our residents to live and our 
communities to flourish. 

We have designed a value framework to identify, define and 
track the value that we are delivering to the organisation through 
integration and modernisation, whether those benefits are 
financial or non-financial. It has been established to help us 
guide the success of future change and understand the full return 
on investment. The framework is aligned to our strategic 
objectives as well as to People First and it is designed to be 
flexible so that each directorate can shape an individual 
approach that works for them. 

How did we use the value we have created?
All financial savings bolster our surpluses and are reinvested back 
to further our Group mission. Last year we built 1,103 new homes 
and we are planning to build 3,300 homes per year from 2021 
(including 800 by Town and Country Housing). We also spent £27 
million on fire and related safety works, of which £19 million was 
long-term capital investment. 

The newly enlarged Group will invest £270 million over the  
next three years to improve the quality and fire safety of our existing 
properties allowing our residents to live in safe, enjoyable 
communities.

Our Communities team has generated £5.71 in social  
return for every £1 invested in employment training.  
We have generated a £1.2 million return on an investment  
of £0.3 million in volunteering activities and have raised  
over £1.6 million in external funding to bring added value  
to our community programme.

How do we compare with others? 
We participate in the Sector Scorecard initiative, which uses an 
agreed set of metrics for housing associations to compare their 
performance and check they are providing value for money. We 
assess our performance relative to our peer group, the G15 group 
of London-based housing associations. The Sector Scorecard is 
supported by both the National Housing Federation and the 
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Figure 1 Trend in the claimant count in London

              London

146%
The increase in London’s 
unemployment claim 
count, compared with 
107% across the UK.  A total 
of 272,000 Londoners have 
been put out of work since 
lockdown began.

42%
of our working residents 
have either lost their job, 
been furloughed or are 
working fewer hours as a 
result of the lockdown. 

0.7%
Inflation in cost of living 
for London social housing 
residents in June, down 
from 1.3% in January 2020. 
Despite the decline,  
in May and June social 
housing residents faced  
a higher inflation rate  
than other households  
in London for the first  
time in five years. 

20%
of our residents report that 
they are in a desperate 
financial situation 

13%
of our residents fear  
someone in their household 
will lose their job in the 
coming months.

Source: ONS; SMF analysis
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About the Index 
London leads progress in many areas, but its dynamism 
can make it a challenging place for low-income 
residents to cope financially. Since 2018, in-depth 
Peabody Index reports have tracked the employment 
and pay of low-income Londoners. In response to the 
unprecedented lockdown gripping the UK economy, 
we’ve now adopted measures to more regularly track 
that change. 

This bulletin was produced in partnership with the 
Social Market Foundation, which provides analysis of 
public data. See www.smf.co.uk for the full report. To 
support this analysis, we’ve surveyed 412 of our social 
rented households to learn how their employment 
status and pay have been affected by the pandemic. 
Our research has helped us identify key themes and 
practical policy solutions. 

Unemployment hits youngest 
hardest during Covid-19
We’ve identified that unemployment, especially  
among young adults aged 16-34, has risen more  
rapidly in London than elsewhere. Of the 272,000 jobs 
lost in London, deprived areas and younger people 
have been worst hit.
 
Figure 2 Claimant count measure of unemployment, 
% change between March 2020 and May 2020 by age 
group (Source: ONS; SMF analysis)

Source: ONS; SMF analysis

Current re-employment 
opportunities more than halved 
Despite some pick-up as lockdown has eased, job 
vacancies in London in mid-July were 54% lower than 
in mid-March, prior to lockdown. This is greater than the 
46% decline in vacancies seen in the rest of the country, 
increasing the number of out-of-work people competing 
for each available position. There are now about five 
out-of-work benefit claimants for every vacancy in 
London. Analysis of job vacancy data shows that the 
most available jobs are in high-skilled sectors including 
IT, teaching, accounting and finance and healthcare. 
Low-income Londoners disproportionately work in other 
sectors impacted by the lockdown. The government’s 
Job Retention Scheme has kept their heads above 
water. However, with the scheme tapering in the coming 
months, we fully anticipate their circumstances to 
worsen if further measures are not taken.

Policy solution We support 
a new scheme focusing on 
employment opportunities for 
those aged 25-34. The Kickstart 
Scheme for those age 16-24 will 
provide valuable opportunities  
to younger adults. However, more 
can be done to address the 
larger share of job losses among 
those aged 25-34 in London.

Low pay, unstable contracts, 
and a near doubling of in-work 
Universal Credit claims
The lockdown has led to many facing pay cuts and 
reduced hours. In London, Universal Credit applications 
have more than doubled among people in work, and 
employee earnings will decline 7.3% this year across the 
UK, predicts the Office for Budget Responsibility. 

Figure 3: Percent change in in-work Universal Credit 
claims between March and June 2020
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“ I have lost the  
extra work that I did 
over the weekends  
that provided  
valuable income.”
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now and moving forward.
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financial or non-financial. It has been established to help us 
guide the success of future change and understand the full return 
on investment. The framework is aligned to our strategic 
objectives as well as to People First and it is designed to be 
flexible so that each directorate can shape an individual 
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Rising food, utility costs felt 
deepest by low earners
While higher-earners have been able to save money 
during the lockdown, 37% of our residents report 
spending more than before, citing higher food and utility 
bills. These increased costs will potentially drive more 
low-income Londoners into debt. Of those spending 
more, 42% report not having savings, and more than  
10% of our residents say they haven’t been able to 
afford some necessities since lockdown began.  

The number of our residents who have applied for 
Universal Credit increased by 36% since the lockdown 
took effect, and many have reported problems. Our 
previous research shows that a spike in extreme debt 
occurs during the initial five-week wait for UC payment.

“ It’s hard if you do not 
have any computer 
skills. It’s also hard 
because you have to 
wait five weeks before 
you know anything”

Policy solution  
We continue to call for the 
scrapping of the minimum five-
week waiting period between 
applying for Universal Credit and 
the first payment. This will prevent 
people from falling into debt.

18%
are working  
fewer hours

5%
lost their job

Almost half of Peabody  
residents on reduced pay 
Low-income Londoners have less money coming in. 
Among Peabody residents, about 40% of those working 
have experienced some form of pay cut:

 

16%
are furloughed  
with a 20%  
pay cut 

A third of our residents report earnings below the 
London Living Wage, and one in five are on zero-hours 
or minimum-hours work contracts. We’re especially 
concerned about the gloomy financial prospects 
of those who have been furloughed and may face 
redundancy as the Job Retention Scheme is lifted.  

The pandemic has highlighted just how much we rely  
on essential services provided by low-income workers. 
Half of our working residents (49%) report being in 
essential sectors, 72% of whom continued traveling 
to work throughout lockdown. We appreciate and 
applaud them for putting themselves at risk during  
a critical time, and we call for their pay to give  
them a decent amount to live off.

Policy solution  
We support the mayor’s call to 
pay the London Living Wage 
of £10.75 per hour. A third of our 
working residents report earning 
less than this standard, which is 
meant to allow for a decent life  
in the capital.
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Research by 
Amy Norman, Scott Corfe, Greg 
Windle & Lucy Worrall

Case studies and copy 
consultation by
Dominic Wood

For information about our survey 
and analysis methods, please 
contact us at  
research@peabody.org.uk.  

Peabody 
45 Westminster Bridge Road
London SE1 7JB
peabody.org.uk 


