UK rental crisis deepens as demand surges 20% amid supply stagnation and Renters’ Rights Bill uncertainties
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The UK rental market is on the brink of a significant crisis that could persist well into the next decade, with experts warning of escalating issues surrounding supply and affordability. Grainger, the largest residential landlord in the country, anticipates a 20% surge in rental demand by 2031, which starkly contrasts with stagnant growth in housing supply. The company operates over 10,200 rental properties in England and Wales, with considerable investments in residential assets across Germany, highlighting its pivotal role in the marketplace.
Despite a reported easing in rental inflation since the peak in 2023, the pressing reality remains that as many as 12 prospective tenants are competing for each available rental property. This figure, albeit down 42% from the unprecedented levels observed during the height of the pandemic, signals an ongoing and significant challenge for many renters struggling to secure affordable housing. As rental prices continue to rise—average costs increased by £3,000 annually to £15,400 in March—forecasted increments of 3-4% over the next couple of years reflect a troubling trend for those seeking rental accommodation.
Underlying these issues are broader economic pressures and recent shifts in government policy, which are painting a grim picture for landlords and renters alike. The imminent introduction of the Renters’ Rights Bill is poised to complicate the already intricate landscape of the private rental sector. This new legislation aims to enhance tenant rights and improve housing standards; however, it has sparked grave concerns and hesitancy among landlords. Nathan Emerson, CEO of Propertymark, noted that 88% of landlords lack confidence in the sector due to this Bill, with a substantial fraction considering leaving the rental market entirely. Emerson's observations underline the potential for a further contraction in supply, which could exacerbate the housing crisis.
Notably, Grainger believes that the proposed reforms, while aiming to professionalise the rental market, could actually drive smaller landlords out of the business. The complexities added by these policies may render the private rental sector increasingly untenable for many, which could deepen the ongoing supply constraints that have plagued the market for years. Current rental stock levels have been static at around 5.5 million since 2016, indicating a stagnation that contradicts the rising demands for housing.
To address these challenges, the growth of the build-to-rent sector is frequently positioned as a viable solution. This model focuses on purpose-built, institutionally owned residential properties designed to meet the growing demand for rental homes. While this sector currently accounts for only 2.3% of the total market, there is a significant political will to see it expanded. Grainger has committed £1.3 billion towards developing over 4,500 new homes, reaffirming its belief that dedicated build-to-rent policies could alleviate some of the pressure on the housing market. However, Ian Fletcher from the British Property Federation cautions that meaningful progress hinges on local planning authorities adopting such policies.
Current funding requirements underscore the gravity of the situation, with estimates suggesting that around £300 billion is necessary to meet the future demand for new rental housing. Despite these challenges, key stakeholders in the rental market remain optimistic about the growth potential within the build-to-rent sector. According to Brendan Geraghty, CEO of the Association for Rental Living, raising awareness of this model's capacity to produce homes and attract investment is critical for addressing the housing shortfall.
As the rental crisis looms larger, the interplay between demand, policy reforms, and economic pressures will shape the future landscape of the UK housing market. Without significant shifts in policy and support for new housing initiatives, the outlook for both landlords and tenants could remain bleak, reinforcing the broader dialogue around housing affordability and availability across the nation.
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