RESIDENTIAL RESEARCH

PRIME COUNTRY
HOUSE INDEX
POSITIVE SIGNS DESPITE
PRICE MODERATION
Prime values fell marginally between July and September, the second
consecutive quarter prices have declined.

Key headlines from
Q3 2016
Prime property prices have fallen by
0.1% in the three months following
the UK’s vote to leave the EU
On an annual basis prices are
0.5% higher
More moderate price growth is largely
a result of recent stamp duty
increases in December 2014 and
April 2016
The number of Londoners buying
property in the Home Counties was
43% higher so far in 2016 compared
to 2015

Prime property prices were largely
unchanged in the third quarter, falling by
0.1% over the three months to the end
of September.

However, our sales agents note that sensible
pricing remains key, especially for properties
valued above £1.5 million where the highest
rate of stamp duty applies.

On an annual basis, growth remains positive
at 0.5% – compared to the 1.8% dip seen
in the prime London residential market –
but notably slower than the peak of 5.2%
in 2014. This moderation in price growth
is largely a result of recent stamp duty
increases being factored in to asking prices
and offers.

The strongest markets continue to be affluent
towns and cities which have outperformed their
more rural counterparts, although the differential
has narrowed in the last 6 to 12 months.

While the headline figures suggest that the
market has been relatively subdued, activity
has remained resilient in the wake of the
UK’s vote to leave the EU, with some leading
indicators of activity remaining strong.
A 13% increase in new instructions between
July and August compared with the same
period of 2015, for example, means that
stock levels across the prime market have
started to tick up, an early sign that vendors,
many of whom had delayed putting their
homes on the market as a result of the
referendum, are returning to the fray.

Average values for properties in urban
locations have risen by nearly 2% annually
and are around 5% above the previous market
peak. In comparison, annual price growth for
rural properties was 0.5% and remains 12%
below peak levels.
Prime urban markets benefit from good schools
and amenities as well as excellent transport
links to London, which make them among the
first port of call for buyers from the capital.
Our figures show a 43% increase in the number
of sales to Londoners in the Home Counties in
the first nine months of 2016 compared with
the same period the previous year.

There was also a 7% increase in the number
of properties going “under offer” over the
same time.

We will continue to keep a close watch on key
market indicators in the coming months to
assess any potential longer-term impacts of
the referendum result.
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Prime country stock levels picking up
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“While the headline figures
suggest that the market has
been relatively subdued,
activity has remained resilient
in the wake of the UK’s vote
to leave the EU.”
Follow Oliver at @oliverknightkf
For the latest news, views and analysis
on the world of prime property, visit
Global Briefing or @kfglobalbrief
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Key market metrics

Knight Frank Prime Country House Index
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Prime country market activity, July-August 2016
compared to same period last year
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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 three country
house property categories; cottages, farmhouses and manor houses. A typical manor house
comprises a large property standing in extensive grounds. A typical farmhouse has six bedrooms,
several acres of land including garden, paddock and barns. A typical cottage has about one acre
of land, is detached, and has four bedrooms.
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Bank of England base rates are cut
to a new record low of 0.25%

Mortgage lending by type
Number of mortgage deals

The rate change came in the wake of
closely-watched business surveys which
suggested that the Brexit vote had delivered
a knock to confidence, investment intentions
and trading activity. However, the Bank’s
own verdict on the economy stopped short
of forecasting a recession, although it did
heavily revise down its GDP growth forecast
for next year from 2.3% to 0.8%. It also
expects unemployment to rise.
While the moves by the Bank of England
seem to echo those taken after the financial
crisis, there is one big difference. Banks are
now much better capitalised than in 2008
and 2009, so there is still an appetite to lend.
After the financial crisis there was an abrupt
withdrawal of credit.
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In fact, the rate cut means that mortgage
rates, some of which are already at record
lows, could edge slightly lower. This could
further encourage buyers, especially firsttime buyers with access to a deposit, as
they can now lock into rates which will
guarantee low monthly rates for years.
This is underlined by new data from the
CML showing the number of mortgages
taken out by first-time buyers in July rose
to the highest level since 2007.
In terms of price growth, the data from the
housing market reflects the regionalised
nature of the market. Prices are slipping
in prime central London, while annual
growth remains steady in the rest of the UK.
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“Buyers with access
to a deposit can lock
into ultra-low rates for
years, helping boost
the number of first-time
buyers to a 9-year high
in July.”
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The central bank’s move was accompanied
by three other measures – an extension of
quantitative easing, a scheme to purchase
corporate bonds, and a Term Funding
Scheme (TFS), which will allow banks and
building societies who lend into the ‘real
economy’ – to homeowners and businesses
– access to even cheaper money.

2011

The Bank of England’s rate-setting committee
made its first move in more than seven years
this month. Contrary to strong indications in
the past, the move was not a base rate rise,
but a cut to a new ultra-low rate of 0.25%.

2007

Mortgage lending to first-time
buyers rises to the highest level
since 2007 in July

Economic and housing
market overview

2008

Prime central London prices
were 1.5% lower at the end of July
compared to July 2015

2009

Average UK house prices rose
0.5% in July, taking the annual rate
of growth to 5.2%, up from 5.1%
in June

2005

A uniq

The Bank of England’s base rate cut was accompanied by measures
to encourage the effects of the cut to be passed straight to borrowers.
Meanwhile UK house price growth remained steady, while average values
in prime central London dipped again in July.
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