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The high inflationary environment, high energy/utility 
costs and increased interest rates are additional 

unavoidable costs which care homes have had to 
absorb, with limited scope to pass on. 

Many traditional lenders are tightening their 
credit terms. Some lenders are reticent to lend in 
this sector given the possible reputational risks 
if enforcement action is required to recover their 
debt. Care home operators looking for funding or 
to refinance may need to turn to alternative lenders 
who have wider parameters/appetite to lend but may 
price their debt accordingly. 

It is vital that care homes have the right staff in terms 
of both number and expertise as residents present 
with more complex care needs. This increases the 
need and cost of training staff. There is still a lack of 
skilled staff in the UK meaning a costly reliance on 
agency workers. Staff costs continue to rise and will 
do so further with the 6.7% increase to the national 
living wage from April 2025. 

As was seen with Southern Cross, care homes can 
often be structured on a propco/opco basis-i.e. 

properties are owned by one company while the 
business of the care home is operated by another. 

This makes the operating structure extremely 
vulnerable to rent increases – this drives up costs 

for residents but is not cash that is allocated to the 
operations of the home or, more clearly put from 

the resident’s perspective, delivers any improvement 
on quality of care. 

Staying with the real estate theme, care homes 
operating from old/converted properties 

that are not built for purpose can have high 
capex requirements. This issue is exacerbated 

by the increase in material/labour costs and 
regulatory requirements. 

Increased costs have not been matched by an 
increase in local authority funding. While some 
cost increases can be passed onto privately funded 
residents this can often lead to an unsustainable 
position of private residents subsidising those 
who are publicly funded.
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