
Market update
Prime country prices remained broadly 
flat in 2017, with a 0.4% rise during the 
year, after a 0.2% fall in the final quarter.

However, demand has remained steady 
over this time, with Knight Frank figures 
showing a 1.2% increase in the number 
of new prospective buyers registering 
their interest in buying a home between 
January and November, and a 4% 
increase in the number of viewings 
conducted over the same period. This 
may only be a marginal rise, but it has 
come against a backdrop of uncertainty.

Stock levels tighten
This modest rise in demand has also 
coincided with a lack of new stock being 
offered for sale – indeed, agents note that 
this has been one of the most challenging 
aspects of the market in 2017. Higher rates 
of stamp duty, a slowdown in economic 
growth and wider political uncertainty 
mean that vendors have been prepared to 
take a ‘wait and see’ approach.

An analysis of listings data shows there 
were 6.8% fewer homes worth over 
£1 million launched onto the market in 
England and Wales, excluding London, 
so far this year compared with 2016. 
Above £2 million, the fall was even more 
pronounced at 16.9%.

East Midlands, West Midlands and 
Yorkshire were the only regions to see 
an increase in the number of £1m+ 
homes put up for sale in 2017 compared 
with the previous year, in the Midlands 
this coincided with a pick-up in price 
growth, especially in urban areas. In the 
South East, which is usually home to the 
highest number of £1m+ sales outside 
of London, there was a 9% fall in new 
prime listings, as shown in figure 1.

Outlook
Knight Frank sales volumes outside 
of London rose by 4.9% year-on-year 
between January and November 2017, 
however any continued decline in stock 
levels at the top end of the market could 
weigh on transactions into 2018.

Overall, we are forecasting price growth 
in prime markets across England and 
Wales of 1.5% in 2018 and of 2.0%  
in 2019.

Town and city markets, which have 
been the strongest performers over the 
last few years both in terms of price 
growth and activity, are expected to 
post some outperformance in the next 
year or so, but the relative value now 
offered by more rural markets could 
mean we start to see a reversal of this 
trend as the forecast period progresses.
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PRIME PRICES RISE 0.4% IN 2017  
Price growth in prime markets was subdued in 2017, according to our 
latest index.

FIGURE 1 

New supply falling 
by region (£1m+)

Key facts
Prime property prices in England 
and Wales fell by 0.2% in the final 
quarter of 2017

On an annual basis, prices ended 
the year 0.4% higher

There were 6.8% fewer homes 
worth over £1 million launched 
onto the market so far this year 
compared with 2016

We are forecasting price growth in 
prime markets across England and 
Wales of 1.5% in 2018

OLIVER KNIGHT 
Associate

“ The number of new 
homes being offered for 
sale in prime markets 
outside of London fell 
in 2017 compared 
with the previous year, 
despite indications that 
demand remains robust 
with a pick-up in both 
new prospective buyers 
and viewings.”



PRIME COUNTRY HOUSE INDEX Q4 2017

Knight Frank Prime Country House Index

 Cottage Farm 
House

Manor 
House

Town 
House

Unweighted 
Average

2015 Q4 1.1% 0.4% 0.4% 2.1% 0.6%
2016 Q1 1.9% 0.0% -0.4% 1.3% 0.3%
2016 Q2 1.1% 0.2% -1.0% 0.9% -0.2%
2016 Q3 1.0% -0.7% -0.4% 0.8% -0.1%
2016 Q4 0.1% -0.4% -0.7% 0.8% -0.4%
2017 Q1 1.4% 0.2% 0.4% 1.5% 0.6%

2017 Q2 1.0% 0.3% -0.6% 1.2% 0.1%
2017 Q3 0.4% -0.6% 0.0% 0.3% -0.1%
2017 Q4 -0.2% -0.4% 0.0% 0.3% -0.2%

2015 Q4 5.0% 1.9% 2.9% 6.8% 3.1%
2016 Q1 6.0% 1.7% 1.0% 6.9% 2.4%
2016 Q2 5.5% 1.1% -0.7% 6.0% 1.3%
2016 Q3 5.1% -0.2% -1.4% 5.3% 0.5%
2016 Q4 4.1% -1.0% -2.5% 4.0% -0.4%
2017 Q1 3.6% -0.8% -1.7% 4.1% -0.1%
2017 Q2 3.5% -0.6% -1.3% 4.4% 0.2%
2017 Q3 2.9% -0.5% -0.9% 3.8% 0.2%
2017 Q4 2.6% -0.5% -0.2% 3.3% 0.4%

Source: Knight Frank Research
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DATA DIGEST
The Knight Frank Country House Index is 
a valuation based index, compiled quarterly 
from valuations prepared by professional staff 
in every Knight Frank Country House office in 
the UK. The index is based on the valuation 
of a comprehensive basket of properties 
throughout all UK regions based on actual 
sales evidence. Knight Frank tracks the 
performance of four country house property 
categories; cottages, farmhouses, townhouses 
and manor houses.
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FIGURE 2 

Annual and quarterly change in prime 
country property values

FIGURE 3 

Prime stock levels decline  
2017 v 2016, January to November (England & 
Wales excl.)
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Above £1m, there was a 6.8% fall in 
the number of new homes listed for 
sale in 2017 compared with 2016. 
Above £2m this drop was more 
pronounced at 16.9%.
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GUILDFORD  
SALES MARKET INSIGHT - 2017

Prime Market Update 

Demand for prime property across 

England and Wales continued 

its steady improvement over the 

summer. The number of residential 

exchanges was 7% higher in the  

first ten months of 2017 compared 

to the same period in 2016, Knight 

Frank data shows. However, the 

process has not taken place in 

Source: Knight Frank Research Source: Land Registry

FIGURE 1 

Guildford: Fact file

FIGURE 2 

Property type Guildford, all stock

FIGURE 3 

Property age Guildford, all stock
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FIGURE 4 

Property prices in Guildford Achieved prices, 3 years to August 2017

James Ackerley, Head of Town Department
“ Price growth in Guildford may have moderated over 
the last year, but this follows a period of really strong 
growth in the market since 2010, especially for 
homes valued up to £3m. Excellent local schooling, 
good transport links to London and extensive 
amenities act as an attraction for buyers and this 
has helped underpin demand. We remain very 
busy with a 34% increase in the number of sales 
completed by Knight Frank so far in 2017 compared 
with the same point in 2016.”

a uniform way across all markets 
and buyer sensitivity to price remains 
high, primarily as a result of changes 
to stamp duty and uncertainty 
surrounding Brexit. Guildford has 
seen a slight dip in overall sales 
volumes over this time, according 
to Land Registry data, while price 
growth has slowed locally to 3.1% 
on an annual basis, down from 9% 
in 2016.

+3.1%  price change in the year to August 2017 
  
+39.6%  price change in the five years to 
 August 2017  
 

Sub £400,000

£400,000 - £600,000

£600,000 - £800,000

£800,000 - £1,000,000

£1,000,000+

Guildford Market 
Insight Report - 2017

UK Residential Market 
Update - Nov 2017

Economic and housing  
market overview 
In what was a widely expected move, the 
Bank of England raised interest rates 
in November. The official bank rate has 
been lifted from 0.25% to 0.5%, the first 
increase since July 2007.

This will be the first time some borrowers 
will have ever experienced an increase in 
their mortgage payments.

However, what happens next is likely to set 
the tone. Last month’s move was simply 
a reversal of the cut in August of last year 
following the vote to leave the European 
Union and means that the base rate is still 
at a historically low level. Another rate rise 
in the coming months would likely have 
a firmer impact on sentiment. It is also 
worth noting that while economists are 
forecasting more rate rises, they expect 
that the base rate will be at 1% by 2020 – 
still near record low rates. 
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UK RESIDENTIAL 
MARKET UPDATE

“ All eyes now turn to the 
Chancellor as he prepares 
to deliver the Autumn 
Budget on November 
22nd, the first major set 
piece following June’s 
General Election.”
Follow Gráinne at @ggilmorekf

For the latest news, views and analysis  
on the world of prime property, visit our 
blog or follow @KFIntelligence

GRÁINNE GILMORE 
Head of UK Residential Research

ALL CHANGE? 
Chancellor Philip Hammond is preparing to deliver his Autumn Budget later 
this month, with housing expected to feature heavily. Meanwhile, the Bank of 
England raised interest rates for the first time in a decade.

Key facts Nov 2017
Average UK house prices are up 
by 2.5% over the year to October, 
according to Nationwide

Interest rates were raised to 0.5% in 
November, the first rate rise in a decade

Prime central London prices for 
existing homes edged up by 0.1% 
in October, taking the annual rate of 
decline to -3.6%

Prime English country home prices 
dipped by -0.1% in Q3, taking the 
annual rate of growth to 0.2%

Prime Scottish house prices edged 
up by 0.2% in Q3, with an annual 
change in values of -0.3%

Households with a variable rate mortgage 
will be most affected by the 0.25% rate 
rise. While it is likely that mortgage rates 
on new home loans will rise slightly, the 
move is unlikely to have an impact on 
overall pricing.

Across the UK, average house prices 
rose by 2.5% over the year to October, 
according to the latest data from 
Nationwide. This was a slight pick-up from 

UK house price change 
Annual, %

Source: Nationwide 
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September, but notably below the near 5% 
growth reported a year ago. The market 
remains highly localised, with affordability 
a key concern in many markets.

All eyes will now turn to the Chancellor, 
Philip Hammond, as he prepares to deliver 
the Autumn Budget on November 22nd, 
the first major set piece following this year’s 
snap General Election in June. Housing 
has leapt up the political agenda in recent 
months and is likely to feature heavily.

The property industry’s wish-list for the 
Chancellor is extensive covering both 
planning and policy. The Budget may be 
the opportunity for the Government to 
announce additional changes or support to 
further boost supply.

Official housebuilding figures released this 
month by DCLG showed annual housing 
supply in England amounted to 217,350  
net additional dwellings in 2016-17, up 
15% on 2015-16.

Stamp duty, which is payable on all 
residential purchases, remains another 
sticking point. It is seen as a barrier to 
moves up and down the housing ladder, 
as well as for those saving for a deposit. 
There is speculation that first-time buyers 
may see some change in stamp duty 
rules, which emerged as new data shows 
that the levy raised £9.4bn in the year to 
September, taking receipts to a record high.
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UK RESIDENTIAL  
MARKET FORECAST

“ The market is localised and 
we see slightly stronger 
growth in the Midlands,  
East of England and the 
North West, a continuation  
of the trend that has 
emerged this year.”

For the latest news, views and analysis  
on the world of prime property, visit  
our blog or @kfintelligence

UK HOUSE PRICE FORECAST
UK house price growth has moderated from recent peaks, although 
markets remain highly localised.

Headlines Dec 2017
UK house price growth has been 
slowing since the summer of 2014, 
although the annual change  
remains positive

Price growth across the UK is expected 
to be 1.0% in 2018, reaching 14.2% 
cumulatively between 2018 and 2022

In London, prices are forecast to fall by 
0.5% in 2018, but cumulative price 
growth over the next five years is 
positive at 13.1%

2017-2022 Forecasts, December 2017 

2017 2018 2019 2020 2021 2022 2018 - 2022
Mainstream residential sales markets

UK 1.5% 1.0% 2.0% 3.0% 3.5% 4.0% 14.2%

London -1.0% -0.5% 2.5% 3.0% 3.5% 4.0% 13.1%

North East 2.0% 2.0% 2.0% 4.0% 3.0% 3.0% 14.8%

North West 2.0% 1.0% 2.0% 4.0% 4.0% 4.5% 16.4%

Yorks & Humber 0.5% 1.0% 2.0% 3.0% 3.0% 3.0% 12.6%

East Midlands 4.5% 2.0% 2.5% 2.5% 3.0% 3.5% 14.2%

West Midlands 4.5% 2.0% 2.0% 3.0% 3.0% 4.0% 14.8%

East 1.0% 2.0% 3.0% 3.0% 4.0% 3.0% 15.9%

South East 3.0% 0.0% 2.0% 3.0% 4.0% 4.5% 14.2%

South West 4.0% 1.0% 2.0% 2.5% 3.5% 4.5% 14.2%

Wales 1.5% 1.5% 1.5% 2.5% 3.0% 4.0% 13.1%

Scotland 1.5% 1.0% 1.0% 2.5% 3.5% 3.5% 12.0%

Prime residential sales markets

Prime central London east 0.0% 0.5% 1.5% 2.5% 3.0% 5.0% 13.1%

Prime central London west 0.0% 0.5% 1.5% 3.5% 3.0% 3.5% 12.6%

Prime outer London -1.0% 0.0% 1.0% 3.0% 3.5% 4.5% 12.5%

Prime England & Wales 0.7% 1.5% 2.0% 2.0% 2.0% 2.0% 9.9%

Residential rental markets 

UK 1.2% 2.5% 2.5% 2.5% 3.0% 3.0% 14.0%

London 0.7% 3.0% 2.5% 3.0% 3.0% 3.0% 15.0%

Prime central London -1.5% 0.5% 1.5% 2.5% 3.0% 3.0% 11.0%

Prime outer London -3.5% -1.0% 1.0% 2.0% 2.5% 3.0% 8.0%

The momentum in house price growth is 
slowing in many parts of the country, and  
we expect price rises to remain muted 
overall next year amid increased economic 
and political uncertainty in the run-up to 
Brexit and amid more muted forecasts for 
wage growth. The market is localised and  
we see slightly stronger growth in the 
Midlands,  East of England and the North 
West, a continuation of the trend that has 
emerged this year.

Once the Brexit deal is completed, we 
forecast rising momentum across the 
market, with price growth reflecting this in 
many locations. The variations currently 

Source: Knight Frank Research 
NB. Price forecasts are for existing homes. Property values in the new-build market may perform differently.

observed in the prime housing markets in 
London and beyond are set to continue,  
and we explore this more fully in our blog.

The UK may now be entering a period of 
interest rate rises, but even so, we expect 
rates to be low compared to long-term 
norms by the end of the forecast period. 
While development levels are rising across 
the country, the shortage of new homes is 
unlikely to be fully reversed in the coming 
years, and that will underpin pricing. 

On the other hand, factors such as 
deepening affordability pressures and 
property taxes, will continue to weigh  
on pricing.

Methodology Statement: 
House price forecasts are based upon time series 
regression analysis of relevant statistically significant 
macro-economic variables adjusted in-house to 
encompass externalities such as likely risk factors.  
The forecast uses the Nationwide House Price Index  
as a base. Our forecasts assume a Brexit deal, but  
with a two year transitional period.

UK Housing Market 
Forecast - Dec 2017

Prime Central London 
Sales Index - Nov 2017

Prices were flat in prime central London for 
the second consecutive month in June, a 
trend that provides further evidence that the 
price falls seen in 2016 are unlikely to be 
repeated this year.

Despite flat pricing in the past two months, 
on an annual basis prices fell 6.3% in the 
12 months to the end of June.  Meanwhile, 
the quarterly figure of -0.3% was the lowest 
quarterly fall recorded since early 2016.

In terms of market activity, Knight Frank data 
confirms an improvement compared to last 
year, aided by the pricing adjustment that has 
taken place over the last two and a half years 
as buyers and sellers adapt to higher rates of 
stamp duty.

The number of exchanges in prime central 
London recorded between January and May 
was 14.2% and 8.7% higher respectively 
than the same period in 2016 and 2015.

However, LonRes transaction data underlines 
some of the near-term challenges faced by 
the market. Sales volumes between January 
and May 2017 were flat compared to 2016. 
After registering 323 sales in April, which was 

the second highest figure since June 2015, 
the LonRes figure fell back to 249 in May, 
suggesting a degree of caution ahead of the 
general election.

While there was an element of hesitation 
ahead of the vote on 8 June, anecdotal 
evidence suggests activity has been relatively 
healthy in the period following the election, 
in particular as a greater degree of flexibility 
emerges in relation to asking prices.

Furthermore, leading indicators of demand 
suggest the number of transactions will 
continue to strengthen in the second half of 
2017.

The number of new prospective buyers 
registering with Knight Frank was 15% higher 
in the first five months of the year compared 
to 2016 and the figure was 6% up on 2015. 
Meanwhile, viewing levels were up by a fifth 
compared to last year and the amount of 
stock under offer was up by 36%, suggesting 
the future flow of exchanges will remain 
strong.

June 2017
Prices were flat in June for the second 
consecutive month

The quarterly decline of -0.3% was the 
lowest three-month fall recorded 
since early 2016

The number of exchanges recorded 
between January and May was 14.2% 
higher than 2016

Annual price falls in June were -6.3%, 
compared to -6.6% in May

Macroview: Brexit and euro clearing

“Anecdotal evidence suggests 
activity has been relatively 
healthy in the period following 
the election, in particular as 
a greater degree of flexibility 
emerges in relation to asking 
prices”  
Follow Tom at @TomBill_KF

For the latest news, views and analysis 
on the world of prime property, visit 
Global Briefing or @kfglobalbrief

PRICES STAY FLAT IN PRIME 
CENTRAL LONDON AS DEAL 
VOLUMES RISE
Knight Frank data suggests the price falls seen in 2016 are unlikely to be 
repeated this year, says Tom Bill
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PRIME CENTRAL
LONDON SALES INDEX

FIGURE 1 
Price growth in prime central London

Source: Knight Frank Research Source: Knight Frank Research

FIGURE 2 
Demand indicators are on the rise 
Jan-May 2017 vs Jan-May 2016 TOM BILL 

Head of London  
Residential Research
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The prime central London sales index is based on 
repeat valuations of second-hand stock and does 
not include new-build property, although units from 
completed developments are included over time. 

 12-month change
 6-month change

 Quarterly change
 Monthly change
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