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A year of extremes

2020 was a record-breaking year for investment in UK
purpose-built student accommodation (PBSA). Investors
spent £5.77 billion in the sector last year, a 5.7% increase on
2019. Investment was 0.8% higher than in 2015, which had
held the record for most PBSA investment previously.

It was also the first time a single deal accounted for a majority
of activity. Blackstone’s £4.66 billion acquisition of iQ Student
Accommodation from Goldman Sachs and the Wellcome
Trust accounted for 81% of investment in 2020. For context,
Unite’s purchase of Liberty Living made up 40% of investment
activity in 2019.

Since the beginning of 2020, a staggering number of new
investors have entered the sector, with more due to follow.
Crosstree, Barings, Brydell Partners, Ares, and Franklin
Templeton were among those making their sectoral debuts.
Blackstone’s iQ move was their third time in the UK PBSA
sector, with the last being an exit of the Union State Portfolio
in 2016.

Investment flows into UK PBSA by quarter

M iQ Student Accommodation F Q1

£6

£5

£4

£

W

£

£0 -.III

£
2010 201 2012 2013 2014

Investment Volumes (Ebn)
N}

=

Both the number of new entrants and how much they
invested in UK PBSA show that investors remain confident in
the sector’s ability to deliver attractive, sustainable returns. It
reflects a broader trend of re-allocation from ‘traditional’ real
estate sectors to rented residential accommodation.

The impact of the Covid-19 pandemic is most obvious
in investment volumes in the second quarter of last year.
With the exception of iQ, which completed in May, just
two investors completed transactions in Q2. However, as
vaccination programmes accelerate we are seeing growing
investor confidence in the student accommodation sector and
greater appetite for acquisition opportunities. We anticipate
sharply rising student demand for accommodation as social
distancing and international travel restrictions ease.
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2020 investment in UK PBSA by source of capital*

Deal characteristics

Even excluding Blackstone’s acquisition of iQ, 60%
of volume in 2020 came from overseas investors.
This demonstrates that international investors
remain confident in the UK’s higher education sector
and its continued appeal to students all over the
globe, after the UK has formally left the EU.

In our Spotlight on UK Student Accommodation,
published in September 2020, we predicted that
individual assets would make up a greater proportion
of deals as investors consolidate their platforms. The
data from the rest of 2020 supports this: excluding
iQ, 98% of investment value last year was to acquire
single assets. While the volume of investment hit
record highs, there were just 33 transactions in 2020,
fewer than any year since 2010.
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* excludes iQ Student Accommodation
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Short-term pain, long-term gains

PBSA occupancy was lower than expected in 2020 as
students were forced to leave their accommodation
because of the pandemic. Occupancy levels have
fallen too. Unite, the UK’s largest PBSA operator,
reported a fall in occupancy from 98% in 2019/20 to
88% in 2020/21. GCP REIT had let 69% of its rooms

in June 2020/21, down from an average 94% over the
previous five years. This had a negative impact on rent
collection: GCP expects to collect 55-60% of budgeted
income in 2020/21.

While rent collection and occupancy have
decreased in PBSA, they fell less than in other real
estate sectors. Landlords collected just 42% of
shopping centre rents in 2020 Q4, for example.

Net initial yields for UK PBSA

PBSA yields have remained stable this year, supported
by more stringent rent guarantee structuring. This yield
stability reinforces how investors are attracted to PBSA for
the long-term income streams it generates, demonstrating
the maturity of the asset class. It also suggests they view
recent challenges to global student mobility as temporary,
not structural.
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PBSA is in a strong position to bounce back as lockdown restrictions ease. UCAS application data from 2021 shows an 8.4%
annual rise in university applications, driven by a 17.1% increase in applications from foreign, non-EU countries.

The countries with the greatest growth in applications are also those most likely to demand PBSA. There were 130,000
university applications from Chinese students in 2021, who are more than 2.2 times more likely to live in PBSA than
domestic students. Applications from the USA rose 60.7% year on year; American students are 1.9 times as likely to live in

PBSA than students from the UK.

University applications compared to 2011
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Development League Tables

Key

Full-time students
Annual % change in UG applications

First
Bath

24,125
4.9%

Upper Second

Belfast
(around Queens
University)

21,065
-5.8%

Newcastle +1

50,760
5.7%

Lower Second

Belfast
(around University of
Ulster city campus)

21,065
-2.3%

Glasgow
(city centre/
East end)

64,550
2.3%

Stirling -1

10,505
-3.5%

Third
Aberdeen

22,140
0.6%

Dundee

16,565
-8.5%

Lincoln

15,850
-5.6%

Pass

Bolton

Plymouth

Birmingham

(around University

of Birmingham)

72,505
5.4%

Birmingham
(city centre)

72,505
4.3%

Nottingham -1

63,905
1.9%

Bournemouth

18,335
1.2%

Lancaster

14,230
14.4%

Warwick

55,575
-4.6%

Aberystwyth

6,060
9.9%

Falmouth

n/k
12.0%

Portsmouth

22,150
-3.6%

Bradford

Pontypridd

Brighton

33,385
-8.0%

Bristol -1

49,985
0.6%

York

24,250
-0.9%

Cambridge

41,150
2.0%

Leeds -1

60,560
2.0%

Winchester -1

6,910
0.1%

Bangor

9,000
-1.3%

Farnham

4,410
2.1%

Salford

18,675
-0.6%

Carlisle

Preston

Edinburgh

58,100
1.1%

Canterbury
(around University
of Kent)

26,680
-0.9%

Canterbury
(around CCCU) +1

26,680
0.6%

Liverpool

53,110
6.3%

Buckingham +1

2,750
-6.7%

Hatfield

19,570
-2.9%

Swansea

18,500
3.0%

Cirencester

Stoke on Trent

London Manchester
313,145 66,155
4.6% 4.6%

Glasgow
(around University
of Glasgow)

Durham

18,505
6.4%

64,550
2.3%

Cardiff Chichester
36,520 4,405
9.2% 19.2%
Northampton Norwich -1
9,675 18,330
-3.2% -5.7%
Chelmsford Cheltenham
4,850 6,690
-2.5% 8.7%
High Wycombe Huddersfield
1,930 14,350
n/a 0.1%
Twickenham Worcester +1
4,413 8,530
n/a -4.5%
Hull Luton

Uxbridge

Sunderland

Oxford

33,430
2.6%

Guildford -1

15,715
-8.6%

Colchester

14,745
-12.2%

Reading

15,310
12.3%

Chester +1

9,970
-7.1%

Ipswich

8,445
9.7%

Middlesbrough

Wolverhampton

St Andrews +1

9,560
8.0%

Leicester

40,085
-1.0%

Egham

10,535
5.4%

Sheffield

52,535
3.9%

Coventry

55,575
-9.3%

Inverness

5,915
4.5%

Newport

Wrexham

Loughborough

Exeter -1

24,420
2.0%

Southampton
(UoS)

30,645
-0.2%

Derby

13,940
4.0%

Kingston-
upon-Thames

15,781
3.0%

Paisley
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There is still plenty of capacity for

new PBSA development.

The next generation

There were 2.8 full-time students for every purpose-
built student home in 2019/20. Even accounting for
those students who prefer to live with their parents or in
house-shares in the private rented sector, that suggests
there’s plenty of capacity for new PBSA development.

Our league table shows the locations we believe
are most attractive for PBSA development. Amongst
other criteria, it takes into account the ratio of full-
time students to existing beds, competition in the
development pipeline, and the rate at which local
universities are growing.

St Andrews rises to the top tier this year, joining cities
such as London, Bath, and Manchester. Student:bed
ratios there are already high, and applications for
universities in these cities grew year on year. This partly
reflects the difficulty of finding suitable sites, however.
Opportunities for PBSA development in London are
highly attractive but they are few and far between.

savills

Our league table includes more nuance than previous
years, reflecting the different prospects for PBSA
developments in different locations within each city.
Prospects for development around the University of
Birmingham campus are extremely strong, for instance,
placing it in the First tier. While demand for new
accommodation is still strong in Birmingham city centre,
it’s less strong than on campus, which is why it sits a tier
lower in Upper Second.

Strengthening prospects for development and growing
undergraduate applications in Newcastle boosted it to
the Upper Second tier. By contrast, the markets in Exeter
and Leeds have seen rising supply. These cities slipped
down into the Lower Second tier.

Scraping through with a Pass are cities such as Bolton,
Hull, and Wolverhampton. The prospects for PBSA
development in these locations aren’t as strong as the
cities higher up the list. However, even in these markets,
sites that are close to university facilities and offer great
access to amenities can perform well.

Savills Research

We are a dedicated team with an unrivalled reputation for producing well-informed and accurate analysis, research and
commentary across all sectors of the UK property market throughout the Americas, the UK, continental Europe, Asia Pacific,

Africa, India and the Middle East.
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Savills Operational Capital Markets

Head of Investment Research

We provide our clients with valuation, consultancy, transactional and financing advice in the Residential (PRS), Student
Accommodation, Co-living, Senior Living and Healthcare sectors - across the UK and Europe. Our track record is unrivalled,
having advised our clients on over £20bn of investment in the last three years alone.
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jhanmer@savills.com
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Savills plc is a global real estate services provider listed on the London Stock Exchange. We have an international network of more than 600 offices and associates throughout the Americas, the UK, continental Europe,
Asia Pacific, Africa and the Middle East, offering a broad range of specialist advisory, management and transactional services to clients all over the world. This report is for general informative purposes only. It may not
be published, reproduced or quoted in part or in whole, nor may it be used as a basis for any contract, prospectus, agreement or other document without prior consent. While every effort has been made to ensure its
accuracy, Savills accepts no liability whatsoever for any direct or consequential loss arising from its use. The content is strictly copyright and reproduction of the whole or part of it in any form is prohibited without
written permission from Savills Research.



