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PRIME GLOBAL
CITIES INDEX
CHINESE CITIES CONTINUE TO
LEAD LUXURY PRICE INDEX
Last quarter the index’s performance showed signs of a slowdown, this
quarter the index has surged, driven primarily by China’s key cities.

Although prime prices fell 6.4% in London
in the year to March quarterly growth has
climbed to its highest rate since May 2016,
suggesting the capital is entering a period
of stabilisation.
An Asian revival might be overstating it but
we are certainly seeing the region’s key
cities of Hong Kong (5.3%) and Singapore
(4%) rise up the rankings following years
of lacklustre growth. In March Singapore
reduced its sellers’ stamp duty from 16%
to 12% suggesting a softening in attitude
but such a move is unlikely to open the
floodgates to speculators given the 15%
buyer’s stamp duty for foreign buyers
remains in place.

Cities in the world’s other major economy,
the US, are rising up our rankings. However,
the big story on the North American
continent is the acceleration of prices in
Toronto – across all price bands. At the
luxury level, prices ended the year to March
22% higher, outpacing Vancouver (7.9%)
by some margin. Such price inflation failed
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For the latest news, views and analysis on
the world of prime property, visit Global
Briefing or @kfglobalbrief
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“An Asian revival might be
overstating it but we are
certainly seeing the region’s
key cities of Hong Kong (5.3%)
and Singapore (4%) rise up
the rankings following years of
lacklustre prime price growth.”
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Hong Kong (5.3%) and Singapore
(4%) are rising up the rankings

Guangzhou witnessed a 36.2% increase
in luxury prices over the 12 months to
March. Beijing, Shanghai and Guangzhou
recorded average price growth of 26.3%.
Prices in Guangzhou are rising from a
lower base than in Shanghai and Beijing,
the availability of residential stock is tighter
and policymakers in the city were slower to
introduce cooling measures which are now
widely evident across most tier one cities.
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Toronto’s strong price growth has
prompted new market restrictions
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Luxury prices in the world’s tech
hubs are outperforming the world’s
financial centres

Other centres of growth include Seoul
(17.6%), Stockholm (10.7%), Berlin (8.7%)
and Melbourne (8.6%) cities which all share
a common theme; with notable clusters of
technology businesses. Analysis in Figure 4
shows the established financial centres of
the world are seeing slower price growth –
on average 3.2% per annum – compared
with the emerging tech hubs which saw
prices rise by 7.4% on average over the
12-month period.

Although the world is in a state of
political and economic flux at present
and inevitably we are seeing a degree of
safe haven investment flows into luxury
property markets, the index’s upturn this
quarter can largely be attributed to China’s
cities which continue to dominate the top
tier of the rankings.
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Overall the index increased by 4.3%
in the year to March

2015 Q1

Guangzhou leads the rankings
with luxury prices up 36.2% in the
year to March

to escape the attention of policymakers
leading to the announcement of a raft of
new measures in April including a 15%
foreign buyer tax putting the city on an
equal footing with Vancouver.

Our Prime Global Cities Index now
tracks the movement of luxury residential
property prices across 41 cities with the
addition this quarter of Istanbul and St
Petersburg. Overall the index climbed
4.3% in the year to March.

2014 Q4

Results for Q1 2017

PRIME GLOBAL CITIES INDEX Q1 2017

FIGURE 2

Prime Global Cities Index
Tracking prime residential prices across 41 cities
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US and China: price performance since 2009
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DATA DIGEST

Knight Frank Prime Global Cities Index, Q1 2017

The Knight Frank Prime Global Cities
Index enables investors and developers to
monitor and compare the performance of
prime residential prices across key global
cities. Prime property corresponds to the
top 5% of the housing market in each city,
unless otherwise indicated. The index is
compiled on a quarterly basis using data
from Knight Frank’s network of global offices
and research teams.
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ELECTION TIME… AGAIN

CHINESE CITIES REACH THEIR
PEAK IN 2016

Just weeks after Article 50 was triggered, the country is counting down
to another national poll in June. Meanwhile there is a mixed picture in
the housing market, with growth slowing in some areas, and price falls
easing in others.

Chinese cities occupy the index’s
top nine rankings for annual house
price growth but we expect a marked
change next quarter
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The Election is due to fall just a month after
the closing of the consultations launched
in and alongside the Housing White Paper.

Wellington and Toronto have usurped
their neighbours of Auckland and
Vancouver respectively at the top of
the table
Oslo is Europe’s strongestperforming city but Dutch cities have
also risen up the rankings
No single world region dominates the
bottom of the rankings with Moscow,
Aberdeen, Seville, Darwin and Jaipur
comprising the five weakest markets
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Knight Frank Research Reports are available at KnightFrank.com/Research

“Chinese cities would have
occupied the entire top ten
had New Zealand’s Wellington
not nudged Shenzhen out of
tenth spot.”
Follow Kate at @keverettkf
For the latest news, views and analysis on
the world of prime property, visit Global
Briefing or @kfglobalbrief
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The foot of the rankings table remains largely
unchanged with Moscow, Aberdeen, Seville,
Darwin and Jaipur jostling for position within
the bottom five. No single world region
dominates, although the Americas are
notable by their absence.
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For the latest news, views and analysis
on the world of prime property, visit our
blog or follow @KFIntelligence
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“The buying seasons,
which typically take
place in Spring and
Autumn, still have the
biggest influence on
sales volumes.”
2017
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In the UK, six of the eight cities tracked by
our index recorded positive price growth,
but only one, Bristol (10.1%) saw prices
reach double figures. Improving economic
productivity and a structural undersupply of
new housing is supporting price growth in a
number of the UK’s regional cities.

Beyond China, the cities of Auckland
(12.4%) and Vancouver (17%) which have
for several years been New Zealand and
Canada’s stellar performers have now
been usurped by their respective rivals,
Wellington (23.7%) and Toronto (19.8%).
New regulations are only part of the story,
Vancouver has seen a new tax on foreign
buyers but investors are also keen to
spread risk, with some equity-rich
Aucklanders now looking for a foothold
in the New Zealand capital too.
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Seattle (10.8%) continues to lead the US
cities with Denver (8.9%) next in line. The
impact of the Federal Reserve’s third rate
rise in 10 years (to 1%) will filter into next
quarter’s edition but we do not envisage
a sudden slowdown in US cities’ price
inflation. Furthermore, we may see stronger
capital outflows from the US to key
European and Asian cities.

Overall the index increased by 6.6%
in 2016, its highest rate in three years.
However, if we were to omit the Chinese
cities the index would have increased by
only 4.9% in 2016.
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Oslo (21.7%) is Europe’s strongestperforming city but Budapest (19%) is not far
behind. In Oslo falling unemployment, record
low interest rates and strong purchasing
power has boosted demand. The Dutch
cities of Amsterdam, Utrecht and Rotterdam
represent another centre of growth in
Europe, all recording double-digit annual
price rises. Here, a lack of supply is the key
determinant of accelerating prices.

We expect next quarter’s results to look
significantly different. The index covers the
period to the end of 2016 but already in
March we have seen a new round of lending
curbs and purchase restrictions across
China’s main cities which has brought price
growth in several cities to an abrupt halt.
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The UK housing market is likely to continue
on its current trajectory in the run-up to
the Election, with price growth expected to
continue to ease in the coming months. As
ever, the headline numbers mask a multispeed market, with the latest data from the
ONS showing that average house prices in
the East of England rose by 10% in the year
to February, compared to 4% in Greater
London and 2% growth in the North East.

In terms of buyer demand across the
country, no conclusive trend is apparent
around election time, as shown in the chart
on page 2. However, it is noticeable that
the measure of new buyer enquiries across
the country from RICS, shows a hesitation
before both the Scottish and the EU
Referendums followed by a rapid bounceback in demand.

Chinese cities account for nine of the top
ten rankings in our latest assessment of
house prices across 150 cities worldwide.
Nanjing leads the rankings with average
prices ending last year 41.1% higher.
Chinese cities would have occupied the
entire top ten had New Zealand’s Wellington
not nudged Shenzhen out of tenth spot.
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Prime Scottish property values were
unchanged in Q1, with prices down
1.2% on the year

House prices across 150 cities
worldwide increased by 6.6% on
average in 2016
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However, specific policies can distort a
market, especially property taxes. This
can be seen from the spike in transactions
in March last year as buyers sought to
avoid the extra 3% stamp duty introduced
for the purchase of additional properties at
the beginning of April. There are also
some short-term changes in activity levels
before the ending of stamp duty holidays
for certain buyers in 2009 and 2012.

House prices in China’s key cities rose ever higher in 2016 and
made a significant contribution to our index’s overall performance
but 2017 is shaping up to look very different.

Results for Q4 2016

North East

2012 Q3

Prime country house prices in
England and Wales climbed by
0.6% in Q1, taking the annual change
to -0.1%

Annual House Price change
Year to February 2017

A review of data from previous elections
confirms a relatively moderate impact on
activity in the housing market. In terms of
transactions, as shown below, the buying
seasons, which typically take place in
Spring and Autumn, still have the biggest
influence on sales volumes.
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Prime central London prices dipped
by 0.1% in March, with the annual
decline easing to 6.4%
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Average UK house prices fell by 0.3%
in March, taking the annual change to
3.5%, according to Nationwide
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