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Greenfield land prices rose by 0.7% in  
the year to June. While this may be a 
modest rate of growth, it marks the first 
time the annual change in land prices for 
greenfield sites has been in positive  
territory since the end of December 2014. 
While the factors that have weighed on 
land prices, not least construction costs 
and the cost of planning, are still evident, 
there is evidence of improving demand, 
especially in areas where the demand for 
new housing is high. This has, to some 
extent, put a floor under pricing. 

Moving into the more urban areas,  
however, a more mixed picture emerges. 
Average urban development land prices 
rose by 1.2% in Q2 and are up 6.3% 
year-on-year. Values in these markets, 
which include sites in five of the UK’s key 
cities, have risen by 23% since the start of 
2015. However, as ever with the property 
market, there is a regional difference in 
performance, with prices being augmented 
over the average year by the growth seen  
in Birmingham, Manchester and Leeds. 

In the prime central London residential 
development land market, prices are 
starting to ‘flatten out’. Values have now 
been unchanged for two quarters after  
five consecutive quarters of price falls.  
After rising by nearly 50% between 
September 2011 and June 2015, 
development land prices have fallen  
by a cumulative 13%. 

However, the 3.5% annual decline in 
pricing shown by the index, which is 
collated using the valuations of a basket  
of development sites across central 
London, can only ever give a picture of 
what average declines are. Ian Marris,  
Joint Head Of Residential Development, 
said: “We have seen sites in some 
locations hold their value over the last 
year, showing no change in price, while in 
others, prices may have fallen by as much 
as 6% over the same time. Location and 
quality of opportunity on development  
sites are more important factors in 
determining land pricing than ever  
before. Value as ever, is in the detail.” 

LOCALISED LAND MARKET   
Development land prices for greenfield sites in England remained 
largely unchanged between April and June as did prices in prime 
central London. However urban brownfield land values continued to 
rise, largely driven by demand in three regional cities. 

Key facts Q2 2017
Prime central London development  
land prices were flat in Q2, and are 
down 3.5% on the year 

English greenfield land prices fell  
by 0.3% in Q2, but posted a 0.7% 
annual rise

Urban brownfield land prices rose by 
1.2% in Q2 and 6.3% on the year

GRÁINNE GILMORE 
Head of UK Residential Research

“ There is evidence of strong 
demand for greenfield and 
brownfield development 
land across the country in 
areas where the housing 
need is greatest.”

Follow Gráinne at @ggilmorekf

For the latest news, views and analysis 
on the world of prime property, visit 
Global Briefing or @kfglobalbrief
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FIGURE 2 

Annual change in development  
land prices

Source: Knight Frank Research

FIGURE 1 

Residential development land indices
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Source: Knight Frank Research 

Knight Frank Research Reports are available at KnightFrank.com/Research

The Knight Frank Residential Development Land Index is designed purely to give a snapshot of 
broad trends in the development land market, and should be only be used as such. It is derived from 
valuations of a basket of more than 70 residential development sites around the country.

RESIDENTIAL DEVELOPMENT LAND INDEX Q2 2017

Prime Central London Development Land Index

Date Index 12-month  
% change

6-month  
% change 

3-month  
% change

Jun-15  149.87 12.1% 0.9% 0.9%
Sep-15  149.87 7.4% 0.9% 0.0%
Dec-15  148.15 -0.2% -1.1% -1.1%
Mar-16  145.83 -1.8% -2.7% -1.6%
Jun-16  135.79 -9.4% -8.3% -6.9%
Sep-16  134.42 -10.3% -7.8% -1.0%
Dec-16  131.06 -11.5% -3.5% -2.5%
Mar-17  131.06 -10.1% -2.5% 0.0%
Jun-17  131.06 -3.5% 0.0% 0.0%

Urban Development Land Index

Date Index 12-month  
% change

6-month  
% change 

3-month  
% change

Jun-16  115.62 9.1% 3.4% -1.1%
Sep-16  115.62 6.0% -1.1% 0.0%
Dec-16  118.03 5.5% 2.1% 2.1%
Mar-17  121.41 3.9% 5.0% 2.9%

Jun-17  122.93 6.3% 4.1% 1.2%

England Greenfield Development Land Index

Date Index 12-month  
% change

6-month  
% change 

3-month  
% change

Jun-15  104.70 -2.4% -2.7% -0.9%
Sep-15  104.48 -2.8% -1.1% -0.2%
Dec-15  104.64 -2.7% -0.1% 0.2%
Mar-16  103.08 -2.5% -1.3% -1.5%
Jun-16  100.75 -3.8% -3.7% -2.3%
Sep-16  100.36 -3.9% -2.6% -0.4%
Dec-16  100.31 -4.1% -0.4% 0.0%
Mar-17  101.69 -1.4% 1.3% 1.4%
Jun-17  101.42 0.7% 1.1% -0.3%
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UK Residential Market 
Update - Jul 2017

Economic and housing  
market overview 
The Bank of England’s rate-setting 
committee has a big decision to make in 
August. There has been much speculation 
that, amid rising inflation, the central bank 
may move to raise interest rates as it 
publishes its quarterly Inflation Report.  
Even if rates rise by a quarter point, they will 
still be near record-lows at 0.5%. However, 
it will mark the first rate rise in around a 
decade, and will likely have some impact on 
sentiment as well as mortgage repayments. 

The Bank’s hand may be stayed by recent 
data from the UK economy, which suggests 
that the growth in output has been slowing 
since the beginning of the year, amid 
concerns over Brexit negotiations and the 
more recent General Election result. In the 
first three months of this year, GDP was  
2% higher than in the same period last year, 
but the quarterly rate of growth was just 
0.2%, one of the lowest rates in the EU.

Ultra-low mortgage rates are one of the 
factors putting a floor under pricing in the 
housing market at present. While house 
price growth is slowing on the whole, 

RESIDENTIAL RESEARCH

UK RESIDENTIAL 
MARKET UPDATE

“ Despite the easing in 
residential property price 
growth over the last 12 
months, low mortgage 
rates and a lack of homes 
coming onto the market 
for sale are acting as firm 
anchors for pricing.”
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

THE INFLATION QUESTION
All eyes are turning to the Bank of England’s decision on interest rates next 
month, and there is plenty of economic data for policymakers to weigh up. 
Meanwhile, UK prices ticked up in June after several months of slowing 
growth, while activity increased across prime sales markets. 

Key facts July 2017
UK house prices rose by 1.1% in 
June, taking the annual increase to 
3.1%, up from 2.1% in May

Average values of existing properties 
in prime central London were 
unchanged in June, taking the annual 
change to -6.3%, from -6.6% in May, 
amid rising activity 

Prime country house prices were flat 
in Q2, but activity levels in this market 
are also rising

Values in the prime Scottish market 
slipped 0.2% in Q2 and are down 
0.9% on the year, although values in 
Edinburgh are up 3.7% in the year to 
June 2017

albeit with a tick-up in June, according to 
Nationwide, there are still large regional 
variations, as shown in the chart below. 

Interest rates v Inflation and Economic Growth 
UK, 1990 - 2017

Source: Knight Frank Research/ONS/BOE  

Regional house price growth    
Year to Q2 2017

Source: Knight Frank Research/Nationwide  
*Outer London Metropolitan area
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What is also noticeable in recent months 
is that the traditional picture of house price 
growth in the South of England outpacing 
that in the North has reversed – with 
prices in the North and Midlands showing 
greater growth than the Southern regions 
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UK Housing Market 
Forecast - May 2017

RESIDENTIAL RESEARCH

UK RESIDENTIAL  
MARKET FORECAST

“ The shortage of housing 
stock available to buy 
coupled with ultra-low 
mortgage rates have  
put a floor under pricing 
across the UK, but the 
question of affordability is 
becoming more pressing  
in some areas.”

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

UK HOUSE PRICE FORECAST
The headline rate of house price growth across the country has  
been slowing since summer last year, transactions have also fallen  
from recent peaks.

Headlines May 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 settle at 1.0% in 2017 reaching 
14.2% cumulatively between 2017  
and 2022

The slowdown in central London prices 
which has been evident over the past 
12 months will continue to spread to 
Greater London, with prices falling 
slightly in 2017

There remain key risks to UK  
property market performance, not  
least a slowdown in economic  
growth, and uncertainty surrounding 
the Brexit process

2017-2021 Forecasts, May 2017 Edition 

2016
 

2017
 

2018
 

2019
 

2020
 

2021
 

2017-2021
Mainstream residential sales markets

UK 5.0% 1.0% 2.5% 3.0% 3.0% 4.0% 14.2%
London 7.0% -1.0% 2.0% 2.5% 3.0% 5.5% 12.5%
North East 0.0% 0.5% 2.5% 2.5% 2.0% 1.5% 9.3%
North West 4.0% 0.5% 2.0% 2.5% 3.0% 2.0% 10.4%
Yorks & Humber 3.5% 1.0% 3.0% 3.5% 3.0% 2.0% 13.1%

East Midlands 5.5% 1.5% 3.0% 3.5% 4.0% 4.5% 17.6%
West Midlands 4.5% 1.5% 3.0% 4.0% 4.0% 4.0% 17.6%
East 7.5% 1.5% 2.5% 4.0% 3.5% 5.5% 18.1%
South East 8.0% 1.0% 2.0% 4.0% 4.0% 5.0% 17.0%
South West 4.5% 2.0% 2.0% 3.5% 3.5% 4.5% 16.5%
Wales -0.5% 0.0% 2.0% 2.5% 2.0% 2.0% 8.8%
Scotland 2.0% 0.1% 2.3% 2.7% 2.8% 2.8% 11.0%

Prime residential sales markets

Prime Central London East 1.0% 1.0% 3.5% 3.0% 3.5% 4.0% 15.9%

Prime Central London West -7.0% 0.0% 1.5% 2.0% 3.0% 3.5% 10.4%

Prime Outer London -1.5% -1.5% 2.5% 3.0% 3.0% 4.0% 11.4%

Prime England and Wales 0.1% 1.5% 2.0% 2.0% 3.0% 3.5% 12.6%

Residential rental markets 

UK 1.2% 1.4% 2.0% 2.0% 2.0% 2.0% 9.8%

Prime Central London East -2.5% 0.0% 2.0% 3.5% 3.0% 3.0% 12.0%

Prime Central London West -6.5% -2.0% 1.0% 2.0% 2.0% 2.0% 5.0%

Prime Outer London 1.5% 2.0% 2.5% 3.0% 2.5% 2.5% 13.1%

UK Transactions (000s)

UK  1,231  1,275  1,291  1,303  1,313  1,321 

There are several factors at play behind  
the recent slowdown in market activity –  
not least a lack of available homes to 
purchase. This has increased focus on the 
delivery of new-build homes across the 
country. Data from DCLG shows that the 
number of new homes being built in recent 
years has risen, but it still remains some 
way below the number needed to meet 
current demand – not to mention the large 
historical shortfall.

The shortage of housing stock available to 
buy coupled with ultra-low mortgage rates 

Source: Knight Frank Research, OBR

have put a floor under pricing across the UK, 
but the question of affordability is becoming 
more pressing in some areas, especially as 
lenders still expect sizeable deposits from 
buyers. There are also notable variations 
between prime housing markets in London 
and the Country, which we have examined in 
more detail on our blog.

As the UK moves closer to Brexit, any 
economic uncertainty could have a 
knock-on impact on the housing market, 
especially if wage growth and employment 
levels across the country are affected.

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.
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English Farmland  
Index - Q2 2017

The average value of bare agricultural 
land in England and Wales fell by 1.7% 
to £7,313/acre in the second quarter 
of 2017, according to the Knight Frank 
Farmland Index. However, this slide, 
which takes the drop over the past 12 
months to 6%, hides an emerging split.

On the evidence of recent sales in 
southern and central England, the 
value of good quality arable land has 
started to rebound. The price achieved 
has approached £10,000/acre in some 
cases. Although this is some way off 
the values being paid at the height of 
the market in mid-2015, it suggests 
that demand remains strong for the 
right product.

A number of factors are contributing. 
Helped by the ongoing weakness 
of sterling, the value of the main 
agricultural commodities like wheat 
and beef continues to edge up, which 
makes farmers feel more confident, 
and even milk prices are heading in the 
right direction.

New DEFRA minister Michael Gove has 
also helped to calm the nerves of those 
worried about the impact of Brexit by 
promising that producers will continue 

to receive the equivalent of their 
Brussel’s subsidy cheques until the 
end of the current parliament, which 
could be 2022.

But perhaps most importantly there 
is still not that much farmland for 
sale. According to data from Farmers 
Weekly, there has been no year-on-
year increase in the amount of land 
and farms publicly advertised for sale. 
At the same time there is still a wide 
variety of potential buyers looking for 
land, either farmers seeking to expand, 
investors hunting for long-term secure 
assets, or rollover-driven purchasers.

However, the demand for upland or 
more marginal farmland is more muted 
at the moment because of the heavier 
reliance on EU farm subsidies. Until 
there is clarity regarding how the UK 
government will replace the EU’s 
Common Agricultural Policy (CAP), 
this trend looks set to continue. But 
demand and values could quickly 
recover if Mr Gove’s eagerly awaited 
new policy recognises and rewards  
the wide-ranging environmental, social 
and landscape amenity provided by  
the uplands.

LOWLAND-UPLAND FARMLAND 
SPLIT STARTS TO EMERGE
The value of lowland agricultural land is firming, but the market  
for marginal pasture remains sensitive.
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FIGURE 1 

Farmland 10-year performance  
versus other assets

Source: Knight Frank Research Source: Knight Frank Research

FIGURE 2 

Historic farmland performance 
£/acre

Farmland performance
3-month change -1.7%

12-month change -6%

5-year change 16%

10-year change 97%

50-year change 4,254%
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Q2 2017

ANDREW SHIRLEY 
Head of Rural Research

“ The value of good 
quality arable land has 
started to rebound.”

Follow Andrew at @kfandrewshirley
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