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Supply chains came under strain 

in September affecting business 

confidence, but not UK households’ 

belief in the residential property 

market, which remained steadfastly 

upbeat in relation to house prices. 

Expectations around current 

and future house price growth 

strengthened month on month, with 

the net balance climbing to 61 and 67 

respectively in September, according 

to IHS Markit. 

A score over 50 represents 

strengthening sentiment and both 

scores remain significantly ahead of 

their pre-pandemic levels.

However, while sentiment remains 

strong, the residential property 

market continues to suffer its own 

supply crisis, specifically the amount 

of properties available to buy (or lack 

thereof). 

According RICS, the recent decline 

in new listings coming onto the market 

shows little signs of abating, despite 

October 2021

the end of the stamp duty holiday. 

Its September sentiment survey 

recorded a net balance of -35% for 

new instructions (compared to -36% 

in August). This reading has been in 

negative territory in each of the last six 

months.

While tight supply continues to 

support prices, growth is moderating 

as the market moves back to normality. 

Nationwide reported annual house 

price growth had eased back to 10% 

in September from 11% in August. 

Halifax, which had reported three 

months of declining price growth, 

recorded an increase in September, 

with average prices up 7.4% compared 

with 7.2% in August.

However, on a three-month rolling 

basis, growth is down from 3% in June 

to 1.5% in September across the two 

indices, showing that once monthly 

volatility is stripped out, prices are 

softening.

Price declines are not however 

uniform across the UK, with 

Nationwide’s regional house price 

data for Q3 showing the strongest 

annual growth in Wales (15.3%), 

Northern Ireland (14.3%) and 

Yorkshire & the Humber (12.3%), while 

most English regions saw a slowdown 

in Q3 year-on-year. At the bottom 

of the growth table in Q3, as it has 

been throughout the pandemic, was 

London with 4.2%.

Mortgage approvals for home 

purchase declined for the third month 

in a row, with 74,453 in August. This is 

28% below November 2020’s peak of 

103,565 but remains ahead of the pre-
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Residential property market suffering its own supply chain crunch



pandemic average (66,058 in the 12 

Months to January 2020), underlining 

the demand that remains in the 

system.

 

Prime London Sales
Supply shortages have become a 

feature of the global economy. It is no 

different in the UK property market, 

where a vicious circle of low supply 

has affected prices and transaction 

volumes this year.

In London, demand continues to 

surge this autumn as supply plays 

catch up. Excluding 2020, the number 

of new prospective buyers registering 

in London was 27% above the five-year 

average in the third quarter. Other 

metrics were equally positive given the 

potential for a post-stamp duty holiday 

lull. The number of offers accepted was 

51% higher and total exchanges were 

up 10%, Knight Frank data shows.

However, on the supply side, the 

number of new sales instructions was 

21% down.

Prime London Lettings
The bounce back in the prime London 

lettings market gathered pace in 

September.

Average rental values rose on a 

quarterly basis by the largest amount 

in a decade in prime central (+2.8%) 

and prime outer London (+2.6%) 

The number of tenancies started in 

September was also the highest monthly 

total in the last ten years.

We have explored how a “sprint 

for stock” has driven activity in the 

lettings market as universities return, 

offices re-open and overseas tenants 

begin to arrive in greater numbers. As 

a result, the biggest increases in rents 

over the three months to September 

included Canary Wharf (+6.1%), 

Wapping (+5.6%) and Aldgate (+7%).

Country Market
Annual price growth in the English 

and Scottish country markets hit 

decade-long highs in September, up 

10.8% and 5.9% respectively.

This was despite a moderation in 

the third quarter, with average prices 

in the three months to September 

climbing by 2.1% in the Prime Country 

House Index (compared to 3.7% in 

the second quarter) and by 1% in the 

Prime Scottish Index (compared with 

5.5% in the second quarter). 

In Edinburgh, average prices 

increased by 2% in the third quarter. 

This compared with 2.3% in the 

previous three-month period.
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The bounce back in prime London lettings 
gathered pace in September.

 T H R E E  M O N T H S  T O  S E P T E M B E R Q3 2021

P C L  S A L E S 0. 2 % P R I M E  C O U N T RY  H O U S E  I N D E X 2 .1 %

P O L  S A L E S 2 . 8 % E D I N B U R G H  C I T Y  I N D E X 2 .0 %

P C L  L E T T I N G S 0. 9 % P R I M E  S C OT T I S H  I N D E X 1 .0 %

P O L  L E T T I N G S 2 .6 %

Source: Knight Frank Research

P R I C E  C H A N G E

Knight Frank Research provides strategic advice, consultancy services and forecasting to a wide range 
of clients worldwide including developers, investors, funding organisations, corporate institutions and 
the public sector. All our clients recognise the need for expert independent advice customised to their 
specific needs. Important Notice: © Knight Frank LLP 2021 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.

Knight Frank Research 
Reports are available at
knightfrank.com/research

Please get in touch with us
If you are looking to buy, sell or would

just like some property advice, we would

love to hear from you.
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