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A WEEK ON…
The election result has caused a renewed period of political uncertainty,
but housing is one area where policymakers can continue to make
progress if the will is there. Meanwhile, across the country, house price
growth continued to ease in May.

Key facts June 2017
Average UK house prices fell by 0.2%
in May, taking annual growth to 2.1%
The average values of existing
properties in prime central London
were flat in May, with an annual decline
of 6.6%
Average rents in GB were 1.8%
higher on an annual basis in May

The unexpected UK election result has
led to a week of political negotiations
as the Conservatives try to form a
government. While this has prompted
increased levels of uncertainty, there was
a relatively modest reaction in the financial
markets to the result amid hopes in the
city that the country could be heading for
a slightly “softer” Brexit. As yet, there is
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Economists had not been expecting an
interest rate rise until early 2019, given the
relatively benign inflation rate environment
up until now. Policymakers are also keen
to maintain a stable rate environment as
the country prepares to leave the EU.
However, the recent inflation data, and the
tone of the minutes of the Monetary Policy
Committee’s meeting, indicate that
modest rate rises may be on the cards
earlier than this.
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House price sentiment slipped in
May, but households still expect house
price growth over the next 12 months

Economic and housing
market overview

25000

2007

2008

2009

2010

2011

2012

2013

2014

2015

2016

2017

Housing transactions and policy changes

GRÁINNE GILMORE

2007-2017

Head of UK Residential Research

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

Yvette
Cooper

Caroline Margaret John
Beckett Healey
Flint

Grant
Shapps

Mark
Prisk

Kris
Hopkins

Brandon
Lewis

Gavin
Barwell

Alok
Sharma

175000
Financial Crisis

Stamp Duty hol ends

125000

75000

General
Scottish Referendum Election
General
Election

50000

FTBs Stamp Duty
hol up to £250,000

2007

2008

2017
General
Election

Stamp duty reformed,
rates rise to 12%
above £1.5m
Help to Buy
Mortgage Guarantee
Stamp Duty raised
launched
to 7% for £2m+

Stamp Duty
rises to 5%
£1m+
NewBuy Guarantee
launched

Stamp Duty holiday
up to £175,000

100000

25000

Help to Buy
London launched

Help to Buy
Equity loan
launched

150000

Monthly transactions (E&W)
Number

“With the appointment
of the tenth housing
minister in ten years,
housing needs to remain
close to the top of the
agenda, so policies can
be implemented to
boost the supply of
homes where they are
most needed.”
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published earlier this year, there are still
hopes that more detail will be announced
in the Autumn Budget as Sajid Javid
remains the Sectretary of State for DCLG
and is in a position to push this agenda.
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Meanwhile, house price growth continued
to slow in May, although the market
remains highly localised. Affordability
remains a key concern in many markets,
and this, coupled with increased economic
uncertainty, is weighing on price growth.
However, at the same time, ultra-low
mortgage rates and a lack of supply are
putting a floor under pricing.
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basis, average values slipped by 0.2%
in the three months to the end of May,
compared to a 4.1% decline in the final
quarter of last year.

Average prices in prime central London
were flat in May, and are down 6.6% on
the year. The rate of price declines has
eased in recent months – on a quarterly

In the country market, the latest data
on prime house prices showed values
were broadly flat in the year to the end
of March, with outperformance in many
key urban locations. In Scotland, prime
values across the country dipped by
1.2% in the year to March, while in
Edinburgh, prime prices were up 3%.

Prime central London and
Country compared
Average prices, indexed, 100 = 2009
Prime Central London
Prime Country – Rural
Prime Country – Urban
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Prime market update
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The size of the private rented sector
(PRS) across the UK is expected to
continue to grow, with Knight Frank
forecasting that around 5.8 million
households will be living in the PRS by
the early 2020s. This, and other emerging
trends in the PRS, is examined in more
detail in our latest PRS research.
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The UK needs to boost the supply of
homes where they are most needed, and
this is one area where the Government
could make progress, even if other hurdles
remain for a minority government.
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of the decline compared to a 5.2%
fall in the year to December last year.

Rental growth, Great Britain
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Rental market
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Average rents across Great Britain rose
by 1.8% in May, with a 1.9% increase
in England. UK rents have been in
positive territory since the ONS started
its index in 2011.
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Rents in the prime central London
market, with the Knight Frank index
reflecting rents for existing prime and
super-prime homes, are down 4.8% on
the year, although this marks an easing
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Growth of the Private Rented Sector Historic and forecast tenure distribution in England
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2008-09 onwards: English Housing Survey, full household sample

Important Notice
© Knight Frank LLP 2017 – This report
is published for general information only
and not to be relied upon in any way.
Although high standards have been used
in the preparation of the information,
analysis, views and projections presented
in this report, no responsibility or liability
whatsoever can be accepted by Knight
Frank LLP for any loss or damage resultant
from any use of, reliance on or reference to
the contents of this document. As a general
report, this material does not necessarily
represent the view of Knight Frank LLP in
relation to particular properties or projects.
Reproduction of this report in whole or in
part is not allowed without prior written
approval of Knight Frank LLP to the form
and content within which it appears. Knight
Frank LLP is a limited liability partnership
registered in England with registered
number OC305934. Our registered office is
55 Baker Street, London, W1U 8AN, where
you may look at a list of members’ names.

