
UK housing and  
economic overview
The General Election is just weeks away 
and some areas of the housing market are 
now clearly showing the evidence of a ‘wait 
and see’ approach, by vendors and buyers 
alike. New sales instructions fell across the 
country in March, according to the latest 
data from the Royal Institution of Chartered 
Surveyors (RICS). 

The policies and proposals affecting distinct 
parts of the housing market are also having 
an effect, with price growth strongest in the 
lower price bands in prime central London, 
as shown in the chart below. At the top end 
of the market, concern over potential tax 
policies that could emerge after the election 
is prompting many to delay action. 

Key facts April 2015
UK house prices rose by 0.1% in 
March, but the annual rate of growth 
slowed from 5.7% to 5.1% 

Prime Central London prices rose by 
0.1%, and annual growth is at 3.3% 

English Country House Prices rose 
by 0.9% in Q1, and are up 2.5%  
year-on-year

Prime Central London rents rose by 
0.2% in March, and are up 4% on an 
annual basis
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“�Housing is key plank of 
the manifestos. Equally as 
important as the headline-
grabbing measures are 
the technical planning and 
infrastructure proposals 
which will boost the 
delivery of new homes.” 
Follow Gráinne at @ggilmorekf

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

GRÁINNE GILMORE 
Head of UK Residential Research

THE FINAL COUNTDOWN 
Uncertainty over the outcome of the upcoming election is being felt in 
many corners of the property market, and this is being reflected in price 
performance. Gráinne Gilmore examines the latest data.

Housing is certainly a central plank of the 
manifestos in this election. Extending Right 
–to-Buy for Housing Association tenants, 
‘Help to Rent’, Help to Buy ISAs are just 
a few of the ideas mooted to try and help 
more people climb onto the housing ladder. 

Price growth is stronger in lower 
price bands % change in prime central 
London prices (Rebased to 100)

Source: Knight Frank Residential Research 
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Knight Frank is monitoring all the latest 
housing pledges, and our analysis of the 
potential impact of some of the key policies 
on UK house prices, housing supply and 
sales activity are examined in more detail  
on our blog. 

Arguably as important as the headline-
grabbing ideas on government loans to 
amass deposits for buyers and tenants, 
are the parties’ plans to boost the delivery 
of new homes. Ideas around this include 
a fund to help development on brownfield 
land, construction carried out directly by 
the government and more support for 

Housebuilding in a historical context Annual housing completions, UK

Source: �DCLG   **estimate 
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• Annual level needed to avert housing crisis* (HBF 2014)
• Labour pledge on housebuilding (England)

• Annual level needed to meet total forecast household growth*

{
• Annual level needed to ‘improve market’* (Kate Barker review 2004)

• Liberal Democrat pledge on housebuilding (UK)
• Annual level needed to improve the market* (HBF 2014)

* In England only

Pre-election policy pledges 
Click image to see full matrix
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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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OLIVER KNIGHT 
Residential Research

“ 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

Annual house price growth in prime central 
London declined marginally to 3.3% in March as 
the UK general election drew nearer.

It was the lowest rate in more than five years 
and despite a 0.1% rise in March, prices have 
remained broadly flat over the last six months 
as uncertainty surrounding the outcome of the 
election on 7 May intensifies.

Activity is stronger in lower price brackets and 
where there is a more pressing need to act, 
though some parts of the market are treading 
water ahead of the vote.

One of the most unpredictable elections in 
decades has caused some buyers and sellers to 
postpone decisions until there is clarity around 
the outcome.

As electioneering got underway in March, the 
polls still indicate a hung parliament is the most 
likely outcome.

However, strong activity in some markets 
suggests there is a degree of pent-up demand 
that could be released after May.

The top three markets by sales volumes at the 
start of 2015 have been Knightsbridge, Islington 

and St John’s Wood.

Islington has benefitted from the fact property 
taxes such as stamp duty have affected 
lower-value properties to a lesser degree than 
higher-value areas and annual growth of 7% is 
the second-highest in prime central London after 
Hyde Park.

Sales in Knightsbridge have been strong 
due to a series of high-quality new-build and 
newly-refurbished properties that are ready 
for immediate occupation. Buyers in prime 
central London are increasingly focussed on 
the quality of the property’s finish and facilities 
rather than its postcode, though in the case of 
Knightsbridge both have combined to produce a 
strong sales market at the start of 2015.

Meanwhile, St John’s Wood is benefitting as 
more buyers seek better value and more space 
than markets further south in central London.

While the overall picture is subdued, what is 
happening in these three markets highlights 
some key trends that could contribute towards 
driving the market after the general election.

MARCH 2015
Annual price growth slows to 3.3% as 
May’s election gets closer

Monthly growth of 0.1% as prices 
remain broadly flat over last six months

Activity stronger in lower price brackets 
but there is pent-up demand in other 
parts of the market

Stronger activity in Knightsbridge due 
to high-quality new properties

Annual growth of 7% Islington as area 
affected less by recent tax changes

TOM BILL 
Head of London Residential Research 

“Strong activity in some 
markets suggests there is a 
degree of pent-up demand 
that could be released after 
May” 
Follow Tom at @TomBill_KF

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

PRICE GROWTH EDGES LOWER 
IN PRIME CENTRAL LONDON AS 
ELECTION NEARS
Activity in prime central London remains subdued though there are some 
exceptions to the rule, says Tom Bill

RESIDENTIAL RESEARCH

PRIME CENTRAL
LONDON SALES INDEX

FIGURE 1 
Price growth is stronger in  
lower price bands (Rebased to 100)

Source: Knight Frank Residential Research

FIGURE 2 
Slowing growth
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Prime Central London 
Sales Index Mar 2015

UK Residential Forecast 
& Risk Monitor Feb 2015

UK AND REGIONAL 
PRICE FORECASTS

COMPREHENSIVE DATA  
AND COMMENTARY

HOUSING POLICY 
ROUND-UP

UK RESIDENTIAL 
FORECAST & 
RISK MONITOR  
PRE-ELECTION EDITION 
FEBRUARY 2015
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KEY HOUSING  

POLITICIANS SHARE  
THEIR PLEDGES WITH  

KNIGHT FRANK

Prime Country House 
Index Q1 2015

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

Source: Knight Frank Residential Research

small to medium-sized builders. Ultimately 
affordability issues can be eased by a larger 
supply of homes, and it is these more 
technical measures to help development 
which are the key to fostering a sustainable 
housing market in the long-term. 

Prime markets 

The 3.3% annual rate of growth in 
Prime Central London is the lowest rate 
of growth for five years. Prices have 
remained broadly flat since September last 
year amid concerns over the upcoming 
election. However, within prime central 
London, there is still a wide range of 
price performance – ranging from a 1.2% 
decline in Kensington prices to a 7% rise in 
Islington, as shown in the map below. 

Annual price growth in the prime country 
market fell from 3.4% to 2.5% in Q1, 
with election uncertainty also playing a 
role and some evidence that the higher 
rates of stamp duty for £1m+ properties 
introduced in December are resulting in 

price adjustments at the top end of the 
market. Average prices remain 16% below 
their 2007 peak. 

Meanwhile prime property prices in Scotland 
were up 1.2% year-on-year in Q1. 

The Wealth Report 
2015

Rental markets
Rents in prime central London were 4% up 
year-on-year in March, and activity levels 
were noticably higher, a reflection of the 
hesitancy seen in the sales market. Rents 
in the Home Counties rose by 3.5% in the 
first quarter and are up 4.7% year-on-year 
after a particular pick-up in demand for 
family homes at less than £5,000 a month. 

Source: Knight Frank Residential Research

Prime country houses price change 
by price bracket 
Annual change to Q1 2015
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£2m-£5mSub-£1m
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-3.6%

Home Counties rental demand  
picks up Q1 2015 vs Q1 2014

Source: Knight Frank Residential Research

Inspections Tenancies
agreed

+17.9%

+26.3%
+24.7%

+37.4%

Viewings New
Applicants
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