Investment in Scotland’s student housing stalled as rent control uncertainty deepens
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Investment in Scotland's student accommodation sector faces significant challenges as uncertainty around new rent control measures continues to arise. This situation comes amid a wider housing crisis, with concerns mounting over student homelessness and the affordability of living accommodations for those pursuing higher education.
Recent indications show a marked pause in investment, with over £80 million of planned purpose-built student accommodation (PBSA) funding reportedly on hold following the Scottish Parliament’s latest vote on the Housing (Scotland) Bill. This move has raised alarms among stakeholders, including David Melhuish from the Scottish Property Federation, who warned that the highly cyclical nature of the student housing market makes it unsuitable for blanket rent control measures. Melhuish expressed that applying such measures could "stymy investment," thereby hampering the industry’s growth and its ability to support the higher education sector.
In Edinburgh, existing student accommodation has already become a point of contention. The nature of the PBSA market, characterised by short-term tenancies, requires a different approach compared to the broader private rental market. Melhuish highlighted the urgency for clarity in regulations to provide assurance to current and prospective investors. "If Scotland wishes to continue to see major investment delivered," he stated, "we need to ensure the rental market remains attractive."
The need for effective rent controls aimed specifically at students has received backing from advocacy groups such as Living Rent, a tenants’ union fighting against high living costs. Aditi Jehangir, its chair, made a poignant case for the introduction of stronger protection for tenants, especially in the wake of increasing reports of student homelessness. As rental prices soar, many students find themselves forced into untenable living situations, juggling multiple jobs just to afford rent. Jehangir noted the urgent need for policies that tackle high rents which "keep students in poverty," emphasizing that without significant change, access to higher education for those from low-income backgrounds will be severely compromised.
Moreover, recent statistics revealing that 12% of students have faced homelessness starkly illustrate the dire circumstances many are enduring. This figure climbs to 25% among those with care experience. Advocates argue that the high costs associated with PBSA are contributing to this escalation in homelessness and that comprehensive rent controls are necessary to ensure that students have a safe, affordable place to live.
Complicating the landscape further, Scotland has seen a 26% decline in new construction for rental homes over the past year. Industry reports suggest that policies introduced in 2022 have made the investment climate increasingly hostile, with many potential developments either on hold or reconsidered due to fears of protracted rent control regulations. Critics have pointed to the Scottish government’s plans for future rental caps as being overly cautious—capping rent increases at inflation plus one percent—but they warn this might not suffice to encourage renewed investment into the housing sector.
Beyond the immediate implications for housing development, there’s concern that rent controls could lead landlords to withdraw properties from the rental market altogether, thereby exacerbating the current supply issues. This precarious balance has induced calls for the government to take bold actions that might not only maintain but also enhance the attractiveness of the rental market, aiding both investors and tenants.
As discussions about housing policies continue, the focus is increasingly squarely on ensuring that vulnerable populations, particularly students, are given the support they need—not just through protections against soaring rents but through an overall commitment to improving the availability of affordable housing options across Scotland.
In a landscape rife with competing needs, effective policymaking will require an approach that balances tenant protections with the imperative to attract investment into the housing market, aiming ultimately to alleviate the pressures felt by Scotland's student population.
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