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B UK city house price inflation running at 5.2%.

B London house price growth is 1% per annum with negative growth in two-fifths of postcodes. The
coverage of markets with negative growth is rising as weak demand translates into price falls.

B Regional cities continue to register above average growth with five cities registering price inflation
over 7% - Edinburgh, Liverpool, Leicester, Birmingham and Manchester.
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Table 1 - UK 20 city index summary, February 2018
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Annual London growth rate slows to +1%
The headline rate of growth across London has slowed -15% -6%
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0.4%, well down on 5% growth recorded per quarter
recorded in 2014 (Fig.2).

Source: Hometrack House Price Indices

Note: All price changes are quoted in nominal terms. Hometrack’s House Price Indices are revisionary and not seasonally adjusted.
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Prices falling across 42% of London postcodes
House price indices report the trend in prices for the
average property while the reality is there is a
distribution of growth around this average. Using
Hometrack’s more granular house price indices at
postcode district level (e.g. SE5) we find that 42% of
postcodes are registering year on year price falls. The
remaining 58% are still registering positive growth.

The highest coverage of price falls since 2008

Fig. 3 shows the proportion of London city postcodes
registering positive and negative growth since 1996.
The current coverage of markets registering negative
growth is the highest since the global financial crisis.
There have been other periods when parts of London
have registered falling prices and these are explained
by economic and other external factors.

Fig.3 — % London postcodes with +ve or -ve growth
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Growth in falling markets a drag on headline rate
The coverage of postcodes with negative growth has
risen sharply since 2015. This is a result of tax changes
impacting overseas and domestic investors and
stretched affordability levels for owner occupiers that
have been compounded by Brexit uncertainty. Sales
volumes are first to be hit when demand weakens and
housing turnover across London is down 17% since
2014. Prices are next to follow but the scale of current
price falls remains modest. Most markets registering
negative growth are experiencing annual price falls of
between 0% and -5%.
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Coverage of price falls set to expand over 2018

We expect the number of markets with falling house
prices to grow further in the coming months as buyers
accept lower prices to achieve sales. The net result will
be a negative rate of headline price growth for London
by the middle of 2018.

Inner London the focal point for lower prices

The greatest downward pressure on prices is being
registered in inner London areas where prices are
highest prices, yields lowest and with a greater share of
discretionary buyers. Subscribers to the Cities Index
mailing list can see a full breakdown of house price
growth across London by local authority where there
are fifteen markets registering negative growth.

Time to sell above long run average

Fig.4 shows the time to sell split between inner London,
outer London and the adjacent commuter areas
included in the London city index. It shows weaker
market conditions across inner London since 2015.

Fig.4 — Time to sell across London city sub-markets
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No signs of price weakness in large regional cities

The latest results confirm our view that house prices in
London are set to drift lower in the next 2-3 years. In
contrast, house price growth remains robust in the
largest regional cities where similar analysis on rising
and falling markets reveals no evidence of localised
price falls.
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Table 2 - City level house price index metrics — February 2018

City Current %yoy %yoy  Previous  Previous Yrssince %since Currentas 6 month 3 month

price  Feb-18  Feb-17 peak trough  trough trough % peak annualised annualised
Edinburgh £227,300 8.0% 4.4% Mar-08 Aug-12 5.5 27% 7% 6.7% 12.3%
Liverpool £115,700 7.8% 2.7% Aug-07 May-12 5.8 20% -5% 9.4% 10.1%
Birmingham £155,600 7.7% 6.2% Sep-07 Feb-09 9.0 37% 16% 5.6% 7.5%
Leicester £171,800 7.7% 6.9% Oct-07 Jan-09 9.1 43% 21% 9.1% 14.8%
Manchester £160,000 7.1% 6.6% Oct-07 Jan-09 9.1 35% 13% 4.4% 5.6%
Leeds £161,000 6.9% 4.3% Sep-07 Aug-12 5.5 29% 8% 6.3% 5.0%
Nottingham £145,600 6.6% 5.1% Aug-07 Dec-08 9.2 37% 16% 4.5% 3.1%
Sheffield £133,700 6.0% 3.8% Nov-07 Nov-11 6.3 24% 7% 5.3% 7.4%
Cardiff £197,600 5.3% 3.5% Nov-07 Jan-09 9.1 38% 16% 6.0% 4.3%
Portsmouth £233,300 5.3% 6.3% Oct-07 Jan-09 9.1 51% 29% 3.4% 5.2%
Newcastle £126,500 5.0% 1.6% Aug-07 Aug-11 6.5 17% -2% 4.1% 9.2%
Bournemouth  £283,100 4.9% 5.9% Oct-07 Dec-08 9.2 50% 24% 3.5% 4.1%
Glasgow £119,700 4.5% 4.7% Mar-08 Oct-12 5.3 18% -4% 7.2% 5.8%
Bristol £272,000 4.1% 7.7% Sep-07 Dec-08 9.2 70% 38% 1.3% -1.4%
Belfast £132,600 3.2% 3.2% Jul-07 Mar-13 4.9 26% -44% 0.1% -1.6%
Southampton  £224,300 2.8% 5.8% Nov-07 Dec-08 9.2 47% 23% 0.2% -0.9%
London £487,900 1.0% 4.3% Nov-07 Dec-08 9.2 86% 57% 0.1% 1.7%
Oxford £409,400 0.5% 2.9% Dec-07 Dec-08 9.2 71% 45% 1.4% 1.3%
Cambridge £429,200 -1.5% 2.1% Jul-07 Dec-08 9.2 81% 52% -5.6% -7.3%
Aberdeen £160,600 -7.7% -7.4% May-08 Jan-09 9.1 3% -8% -13.3% -14.5%
20 city index £251,200 5.2% 4.0% Nov-07 Jan-09 9.1 57% 33% 5.7% 8.5%
UK £212,500 4.6% 4.3% Nov-07 Jan-09 9.1 39% 19% 3.5% 5.1%

Source: Hometrack UK Cities House Price Index

Hometrack is part of ZPG Plc, owner of some of the UK’s most trusted digital platforms including Zoopla, uSwitch, PrimeLocation and
Property Software Group. Hometrack provides residential property market insights, analytics, valuations and data services to over 400
partners including mortgage lenders, new home developers, investors, housing associations and local authorities. For more information
about the business, our services and further insight visit www.hometrack.com.
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