
UK housing and  
economic overview
The definitive outcome of the General 
Election looks set to provide a boost to 
activity in the housing market in the months 
to come. 

Uncertainty had been the byword in most 
corners of the market in the run-up to 
what was considered the most closely 
fought election in decades. Now, with 
a majority government, there is clarity 
on the way forward on housing policies 
– and a Conservative majority means 
that the approach is likely to be largely a 
continuation of what we have seen over the 
last five years. 

The proposals for taxing high-value 
properties from Labour and the Liberal 
Democrats are no longer in play – and as 
a result, those in the prime markets who 
adopted a ‘wait-and-see’ approach in the 
run up to the election are set to come back 
to the market – vendors and buyers alike. 

In the mainstream market, uncertainty 
around how the election outcome might 
affect taxes, and thereby household 
incomes, has weighed on activity to some 
extent, but this is now likely to ease. 
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“�Activity is set to pick 
up, but there may be 
an ‘expectation gap’ 
emerging in pricing.  
The delivery of more  
new homes will remain a 
priority for policymakers.” 
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HOUSING MARKET READJUSTS 
As the country adjusts to a shock election result and a new government, 
there is likely to be a pick-up in activity across the UK housing market. 
But there is evidence of an ‘expectation gap’ emerging between buyers 
and vendors in terms of pricing. Meanwhile, the rental market in prime 
central London is showing continued growth, outpacing that seen in the 
sales market. Gráinne Gilmore examines the latest data.

In terms of housing policy, the 
Conservatives have already pledged to 
extend the Help to Buy Equity Loan to 
2020, something which has encouraged 
developers to take on larger schemes. 
Their plans to extend Right to Buy to more 
Housing Association tenants will provide 
the opportunity for home ownership among 
this group. However in terms of housing 
supply, the policy of replacing each home 
purchased with another, new,  home 
available for rent must be implemented, 
otherwise the scheme will result in a net 
loss of affordable homes. 

FIGURE 1 Housebuilding in the UK 
Total annual completions 

Source: Knight Frank Residential Research 
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FIGURE 2 What measures should policymakers take to help boost housing supply? 
% of respondents, Knight Frank Annual Housebuilder Survey *

Source: Knight Frank Residential Research 
*Respondents could choose more than one option

Key facts May 2015
UK house prices rose by 1% in April, 
taking the annual increase to 5.2%, up 
from 5.1% in March

Prime central London prices rose by 
0.3% in April taking the annual growth 
to a 5-year low of 2.8%

Prime outer London prices rose by 
0.4% in April. Annual growth was 4.8%

Prime Country house prices rose by 
2.5% in the year to March, while prime 
Scottish prices were up by 1.2%

UK rents rose 2.1% in the year to 
March, and prime central London 
rents are up 4.1% on the year.
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Prime country house prices rose at a 
faster rate than those in central London 
between January and March, as average 
values increased by 0.9%. However, while 
quarterly growth overtook prime central 
London for only the second time since 
2009, on an annual basis growth in the 
value of country houses slowed to 2.5%, 
from 3.4% in December.

As figure 1 shows, the rate of annual price 
growth between prime central London and 
the prime country market has narrowed 
considerably in recent months.

Uncertainty surrounding the result of the 
forthcoming UK General Election and  
tighter mortgage lending criteria are the 
primary reasons behind the slowdown. 
Some buyers and sellers in both prime 
central London and the prime country 
market – particularly those at the top-end  
– are delaying decisions until greater  
clarity emerges. 

The new rates of stamp duty introduced by 
the Chancellor in his Autumn Statement on 
December 3rd 2014 may also be having an 
impact, although it will take time for the full 
effect to become clear. The early indications 
are that it has resulted in an adjustment in 
values at the top-end of the market.

For all buyers below £937,500, stamp duty 
rates have fallen, while those purchasing 

above this threshold face higher up-front 
costs when moving.

In the year to Q1 2015, price growth for 
sub-£1m properties reached 3%. This 
compares to 1.6% growth over the same 
period for homes valued between £2m and 
£5m. Above £5m, prices have declined by 
3.6% year-on-year.

Agents note that where stock is priced 
competitively, the market continues  
to function with a healthy level of  
buyer interest.

Average prices remain 16% below their 
2007 peak although there are areas of 
outperformance. This is most notable in 
prime urban markets where, in some cases, 
prices have now surpassed previous peaks.

Londoners continue to be active in the 
prime country market, especially in regions 
within commuting distance of the capital, 
with many looking to take advantage of the 
relative value gap which has opened up 
between the two markets (figure 3).

The number of Londoners registering 
their interest in buying a country home 
was 19% higher in 2014 compared to the 
previous year and 32% higher than in 2012, 
highlighting how demand from the capital 
has started to filter into the country market. 
A trend we expect to continue this year.

ANNUAL PRICE GROWTH SLOWS 
AHEAD OF UK ELECTION 
Uncertainty surrounding the outcome of the election has resulted in 
the rate of annual price growth slowing says Oliver Knight

Key headlines from  
Q1 2015
Prime country house prices increased 
by 0.9% between January and March

Annual price growth in the prime  
country market over the year to March 
2015 stood at 2.5%, down from 3.4%  
in December

Uncertainty surrounding the outcome of 
the General Election has resulted in some 
buyers delaying purchasing decisions

Price growth for sub-£1m properties 
was 3% over the year to Q1 2015

FIGURE 1 

Rate of price growth narrows 
Annual change in prime central London and 
prime country property prices

Source: Knight Frank Residential Research Source: Knight Frank Residential Research

FIGURE 2 

Price change by price bracket 
Annual change to Q1 2015
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“ The annual rate of price 
growth between prime 
central London and the  
prime country market has 
narrowed considerably in 
recent months.”

Follow Oliver at @oliverknightkf

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

Prices in prime central London rose by 0.3% 
in April, as a mood of uncertainty continued 
ahead of the general election in May.

Despite the modest increase, prices have 
been broadly flat in recent months and annual 
growth dipped to 2.8% in April. It is the lowest 
rate since November 2009, a period when the 
market had begun to rebound following the 
collapse of Lehman Brothers the previous year.

After an exceptionally strong run of growth that 
saw prime central London property cement its 
global reputation as a safe investment, political 
uncertainty has now replaced economic 
uncertainty.

During an election campaign where the opinion 
polls remain deadlocked and a clear-cut 
outcome is not immediately guaranteed, some 
sellers are waiting for more clarity before acting, 
which has led to to pent-up demand.

Irrespective of the outcome, a growing number 
of vendors are lining up properties for sale once 
the election is over, which suggests there will 
be a bounce in transaction levels.

Demand remains robust, primarily on the back 
of a strengthening UK economy but also from 
overseas buyers who view London as an 
attractive place to live given the shifting nature 
of geo-political uncertainty around the world.

Less than a week from the general election, 
this tight supply and strong demand has in 
some instances led to a stand-off between 
buyers and sellers in the expectation that more 
stock will appear after the election. As a result, 
viewings were 14% lower in the year to March 
2015 than the previous year.

While there is less political uncertainty in 
lower price brackets and price growth broadly 
remains stronger below £2 million, there 
remains strong appetite for higher-value 
property. Some deals have been done as sellers 
have adjusted asking prices down to reflect the 
fact growth has cooled across the various price 
bands, as figure 2 shows.

It is also worth noting that annual price growth 
in prime central London has been slowing for 
three years, which means that some degree of 
political uncertainty is already priced in.

APRIL 2015
Prices grew 0.3% in April as uncertainty 
surrounding the general election outcome 
continued

Annual growth was 2.8%, the lowest 
rate in more than five years

Vendors line up post-election sales 
irrespective of outcome

Viewings fall 14% in the year to  
March 2015

Annual growth has been slowing for three 
years, indicating some political risk is 
priced in

TOM BILL 
Head of London Residential Research 

“Irrespective of the outcome, 
a growing number of sellers 
are lining up properties for sale 
once the election is over” 
Follow Tom at @TomBill_KF

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

PENT-UP DEMAND GROWS IN 
PRIME CENTRAL LONDON AS 
ELECTION COUNTDOWN BEGINS
Vendors are lining up post-election sales in the expectation that political 
uncertainty will ease, says Tom Bill
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FIGURE 1 
Price growth in April since the 2010 
general election

FIGURE 2 
Growth by price band since the 2010 
general election 
(rebased to 100)

Source: Knight Frank Residential Research
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KEY HOUSING  

POLITICIANS SHARE  
THEIR PLEDGES WITH  

KNIGHT FRANK

Prime Country House 
Index Q1 2015

UK Residential Forecast 
& Risk Monitor Feb 2015

FIGURE 3  

Price growth in prime 
central London by area in 
the year to April 2015

Source: Knight Frank Residential Research

The promise of 20% discounts for first-
time buyers on 200,000 homes over 
the next Parliament will help address 
the affordability issues in some parts 
of the market, but the delivery of more 
homes will have to remain a priority for 
policymakers (fig 1.) 

As such, there was welcome news this 
week as it was announced that Brandon 
Lewis will keep his role as housing and 
planning minister – some continuity 
in this position is crucial. Mr Lewis is 
already the fourth housing minister 
since 2010. Our recent Housebuilding 
Report, includes a survey of the industry, 
highlighted the key issues developers 
believe policymakers should pay heed 
to when trying to increase the number 
of homes being built, as shown in figure 
2. Key among these is the need to ramp 
up planning departments to help guide 
more development schemes through the 
planning system. 

Prime markets 

Prices in prime central London grew in the 
year to April, but at the slowest rate in five 
years at 2.8%. However the market remains 
localised, as shown in the map, with growth 
rates ranging from 6.5% in the City and 
City Fringe, and 6.2% along the Southbank, 
compared to falls of 1.2% in Kensington 
and 1% in Notting Hill. 

In prime outer London, prices are up nearly 
5% on the year, while in the prime country 
market values are up by 2.5%. 

Activity is expected to increase over the 
coming months as the pent-up demand 
from before the election comes to fruition, 
especially in light of the fact that the 
‘mansion tax’ is now off the table. 

However there is evidence of an ‘expectation 
gap’ between vendors and buyers in terms 
of pricing, especially as the market is still 
absorbing the changes to stamp duty 
charges introduced last December. 

The Wealth Report 
2015

Rental markets
Rents rose by 2.1% across the UK in 
the year to March, while in prime central 
London, rental growth outpaced the rise 
in house prices, climbing by 4.1% on 
average. Rates of growth differed across 
different areas, including 6.2% growth in 
Kensington and just 0.1% in Mayfair. Rents 
in the Home Counties climbed by 4.7% in 
the year to the end of March (fig 4). 

FIGURE 4  

Rental growth 
Annual rate of change in rents 

Source: Knight Frank Residential Research, 
Macrobond
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