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Legal & General research shows buyers will pay up
to 20% premium for low carbon homes

With mounting energy prices, Legal & General research shows an acceleration in consumer demand for
energy efficient homes. This shift in consumer behaviour is expected to have significant implications on
the value of low carbon homes.

e Almost two-thirds (62%) of UK households see more investment in energy efficient homes as an attractive
or very attractive option to address the cost-of-living crisis.t

e When asked why they would buy or rent a low-carbon home, 65% of adults chose environmental factors
such as reducing carbon footprint or helping to prevent climate change, whilst 37% of adults prioritise the
cost savings that they would see from cheaper energy bills.?

e There has been a 34% uptick in searches for eco-friendly homes.3

e Buyers looking for a new home are willing to pay a 10.5% premium for a low carbon property, with Gen Z
future buyers willing to pay 20%.

e Renters are willing to pay a 13% premium for a low carbon property.

e This assessment of capital value and rental premiums will provide useful guidance for developers, Local
Authorities, and Registered Providers seeking or providing funding for environmentally friendly
developments in future.

e Consumers are now rating homes with energy efficient, sustainable features as more important than the
size of the property.*

Over the past 12 months, the UK’s energy system has been plunged into chaos, revealing its continued reliance
on fossil fuels. With an expectation that the UK energy price cap will be lifted for all but the poorest households in
April 2023, energy bills will continue to rise and are projected to account for 11% of household income? - a historic
high. Increasing numbers of home buyers and renters are also considering their carbon footprint in their factors
when selecting a home.

Research published today by Legal & General Capital conducted in partnership with YouGov, indicates that
consumers are now recognising this increasing burden and placing a notable price premium on energy efficient,
sustainable housing. Furthermore, despite this increasing consumer appetite, the research also found that only
one in three ‘clearly’ understand EPCs (Energy Performance Certificates) for determining energy efficiency,
suggesting that more clarity is needed about what makes a home energy efficient to encourage adoption.

1 Legal & General Rebuilding Britain Index Report, 2022

2 All figures, unless otherwise stated, are from L&G / YouGov research amongst a UK representative sample of
2,405 adults (18-74) open to buying or renting a new-build property, Jul-Aug 2022

3 According to data from Legal & General's SmartrCriteria tool

4 L&G / YouGov research, Jul-Aug 2022

5 ONS, BEIS, Oxford Economics, Cornwall Insight
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These findings demonstrate a need for further guidance on the approach as to how more sustainable properties
are valued and a review of current recognised metrics such as EPCs. With trends now showing that green
residential buildings could generate higher purchase and rental premiums, this could represent a major turning
point in the way residential housing may be valued in future. Legal & General hopes that these timely findings will
inform the RICS Red Book consultation and be reflected in the value of homes in the future.

John Alker, Head of Sustainability at Legal & General Capital: “Climate change and energy efficiency have
risen right up the agenda for many people when choosing a home. With buyers and renters prepared to pay a
10.5% and 13% premium respectively, energy efficiency and sustainability in homes make a material difference to
the consumer. This research helps cement the business case for investors and developers to invest in low
carbon homes.

“The research also shows that clarity is key when it comes to low carbon and energy efficiency. Energy
Performance Certificates are not well understood—they need reforming to better reflect real world energy
consumption and to help incentivise adoption of low-carbon technology. We need to ensure that climate and
energy considerations are central to the housing market.”

Simon Century, Director of Housing at Legal & General Capital: “Today, approximately one fifth of the UK’s
carbon emissions come from homes®. To achieve net zero by 2050, emissions from residential property must be
reduced. We have to continue to Build Back Better to turbo-charge UK economic growth without stoking up the
climate crisis at the same time. Every pound invested delivers an economic multiplier effect as the housebuilding
and retrofitting sectors provide jobs and vital economic resilience.”

“Legal & General’s research shows that location, good insulation, and lower energy bills are the top three general
criteria when selecting a property. For the first time, energy efficiency is now as important as the size of the
property, a welcome change to the way consumers think about buying a home. By enabling all new Legal &
General homes to be operationally net zero carbon from the end of the decade, the emissions of many tonnes of
greenhouse gasses will be avoided, whilst saving customers money and meeting the needs of both customers
and investors who increasingly focus on sustainable solutions."

6 What's the link between net zero and homes? - Energy Saving Trust
7 Capital Economics, ‘Increasing Investment In Social Housing: Analysis of public sector expenditure on housing
in England and social housebuilding scenarios’ (January 2019)
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Notes to editors

About the survey
e Allfigures, unless otherwise stated, are from YouGov Plc.
e Total sample size was 2405 adults.
e  Fieldwork was undertaken between 13th July - 5th August 2022.
e The survey was carried out online.
e The figures have been weighted and are representative of all UK Nat Rep adults aged 18-74 who are
property owners or renters and non-rejectors of buying / renting a new build home in the future.

About Legal & General

Established in 1836, Legal & General is one of the UK's leading financial services groups and a major global
investor, with over £1.4 trillion in total assets under management* of which a third is international. We also provide
powerful asset origination capabilities. Together, these underpin our leading retirement and protection solutions:
we are a leading international player in pension risk transfer, in UK and US life insurance, and in UK workplace
pensions and retirement income. Through inclusive capitalism, we aim to build a better society by investing in
long-term assets that benefit everyone.

*At 31 Dec 2021

Legal & General Capital

About Legal & General Capital Legal & General Capital (LGC) is Legal & General Group’s alternative asset
platform, creating assets for Legal & General Retirement and third-party clients in order to achieve improved risk-
adjusted returns for our shareholders.

LGC has built its market leading capabilities in a range of alternative assets, delivering depth of resource, track
record and intellectual property. Investing in the real economy and creating alternative assets that deliver a
tangible societal impact, its purpose is to invest society’s capital for society’s benefit. LGC’s include: residential
property; specialist commercial real estate; clean energy; alternative credit; and venture capital.

L&G has invested over £30bn in levelling-up regional economies, including through major regeneration schemes
in Cardiff, Newcastle and Salford. Legal & General made a commitment to enable all new homes completed from
2030 across its portfolio to operate at net zero carbon emissions, including those from L&G’s Legal & General
Modular Homes, Cala Group, Legal & General Affordable Homes, Build to Rent and Later Living platforms.
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