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RESIDENTIAL DEVELOPMENT
LAND INDEX
ENGLISH GREENFIELD LAND
PRICES EDGE UP IN Q1 2018
The value of English greenfield land climbed 0.9% between January and
March, while land values in prime central London remained unchanged.
The average value of urban brownfield land rose 0.4%.

Key Facts Q1 2018
English greenfield land values climbed
0.9% during Q1 2018, taking the
annual change to 2.2%
Urban brownfield land values rose
0.4%, taking the annual change
to 6.4%
Land values in prime central London
remained unchanged, taking the
annual decline to 2.1%

Average greenfield land values in England
climbed 0.9% during Q1 2018, aided by
demand for oven-ready sites with access
to infrastructure. This took the annual
change to 2.2%, down from 2.6% in the
year to Q4 2017.
Uncertainty over the future of Britain’s
relationship with the European Union is
likely to weigh on future growth in values,
with house builders taking an increasingly
selective approach when bidding for land as
they adjust to perceived risk in the market.
The Help to Buy Equity Loan scheme
has continued to contribute to sales rates,
though developers are now embarking
on projects due to complete after 2021
– when the scheme is currently stated to
end. Uncertainty over the future of the
policy is likely to be reflected in English
greenfield land values in the coming
quarters, coupled with house builders
factoring into their margins the unclear
economic picture ahead.
Growth in urban brownfield land values
moderated during the quarter, climbing
0.4%. This follows a strong final quarter of
2017, when values rose 4.9%, amid positive
sentiment and robust employment growth
in the UK’s major cities – particularly in
Birmingham. Values have climbed 6.4%
during the past twelve months.

Those fundamentals that underpinned
demand in Q4 remain unchanged.
However, high build costs are increasingly
limiting what developers are willing to pay
for land.
Development land prices in prime central
London remained unchanged during Q1
2018, taking the annual change to -2.1%.
Though trading volumes remain lower than
in previous years, a number of large sites
have been put on the market following
the Christmas lull, which should provide
a strong indication of the strength of the
market, and whether larger developers are
re-committing to Zones 1&2.
The GLA Affordable Housing policy –
allowing developers to fast-track through
the process if they hit a threshold of 35%
Affordable Housing, or 50% on public
land – is being digested by the market
and the jury is out as to whether this will
provide a much need boost to Affordable
Housing in the capital. The spread of prices
paid for land sold with planning, compared
to land sold without, has widened as
developers weigh up risk in a new planning
environment.
We anticipate prime central London
development land values will remain stable
moving forward.
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Prime Central London Development Land Index
Date

Index
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12-month
% change

6-month
% change

3-month
% change

-1.8%
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6-month
% change

3-month
% change

145.83
135.79
134.42
131.06
131.06
131.06
131.06
128.31
128.31
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England Greenfield Development Land Index
Date
Mar-16
Jun-16
Sep-16
Dec-16
Mar-17
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Dec-17
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Index

12-month
% change

103.08
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Urban Brownfield Development Land Index
Date
Mar-16
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Sep-16
Dec-16
Mar-17
Jun-17
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Dec-17
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Index

12-month
% change

116.91
115.62
115.62
118.03
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122.66
128.64
129.18
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9.1%
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% change

7.1%
3.4%
-1.1%
2.1%
5.0%
4.1%
1.0%
4.6%
5.3%

4.5%
-1.1%
0.0%
2.1%
2.9%
1.2%
-0.2%
4.9%
0.4%

Source: Knight Frank 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.
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Activity levels across the market dipped in
Q1 2018, down 2.2% compared to the same
period last year, according to the latest data
from HMRC.

Residential Transactions, England
2008-2018

Home buyers and owners alike are watching
the Bank of England closely into May, as
there are conflicting signals about whether
the central bank will move to raise interest
rates next month. Mark Carney, the Bank
of England governor, has signalled that the
Bank is ready to move rates from 0.5%
to 0.75%, the highest rate in nine years,
however some downbeat economic data
over the last few weeks has cast some doubt
on whether this will be the case.
Even if the base rate moves up, it would
remain at an historically low level. Yet any
rise in the rate will have an impact on
mortgage holders. Those on variable rate
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PBSA represents around 30% of
full-time first-year undergraduate
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“Some 45,000 firsttime buyers claimed
the stamp duty relief
between January and
March, taking the total
number of first-time
buyers benefitting from
zero or reduced stamp
duty to 69,000.”
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The number of 18-year olds in the
UK is projected to increase by
103,000 between 2021 and 2025,
underpinning future demand

6.2%
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Applications from within the EU
were 3.4% higher year-on-year, with
an 11.1% increase in applications
from non-EU applicants
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More than nine in ten mortgages taken out
over the last two years has been a fixed-rate
deal, up from 50% in 2010, as the chart
below shows.
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Annual house price growth, Q1 2018

6.3%

Applications by university tariff band
Indexed 100 = 2009/10, full year (data for 2018
at January deadline)
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Prime central London rents on
existing homes declined by 1.5% in
the year to March

FIGURE 2

University applicants by domicile
Indexed 100 = 2009/10, full year (data for 2018
at January deadline)

deals will see an immediate rise in their
repayments. However, the impact of the
rate rise is likely to be moderated by the
popularity of fixed-rate deals, which will
shelter borrowers from any rate rises until
they come to the end of their mortgage term.
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The number of students accepting places
at UK institutions has increased over
the long-term. In 2017/18, over 200,000
18-year olds and 70,000 students from
outside the UK accepted places, the
highest on record.

Average UK rents rose by 1.1% in the
year to March

House price growth across the country
remained broadly stable at 2.6% in April,
according to Nationwide. There are still
regional variations in pricing, but the north/
south divide in house prices which has typified
the market in recent years has narrowed.
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FIGURE 1

Prime central London prices slipped
by 0.1% in March and are down -1.1%
on the year

Economic and housing
market overview
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However, a record 36% of A-level
students across the UK applied for
courses in 2018

Applications from international students
also increased, bucking the downward
trend seen in 2017 when uncertainty
surrounding the UK’s future relationship

In the 2018/19 cycle, applications from
within the EU were 3.4% higher yearon-year, with an 11.1% increase in
applications from non-EU applicants.
Overall, applications from outside of the
UK increased by 7.6%, highlighting the
enduring popularity of the UK as a place
to study and live.

Annual house price growth was relatively stable in April, rising slightly
compared to the previous month. There are signs that pricing is also
stabilising in central London. Low interest rates have underpinned the
market in recent years and there are conflicting signals about whether
another rise is imminent.

Key facts April 2018
Average UK house prices rose by
0.2% in April, taking the annual change
to 2.6%
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Key facts
Total applicant numbers for UK
higher education courses for the
2018/19 cycle fell by 0.9% year-onyear, according to UCAS data

January deadline data from UCAS
reinforces this view. Despite a slight drop
in total applicant numbers, down 0.9%
compared with 2017/18, which reflects
the smaller cohort of those turning 18
over the last year, a record 36% of A-level
students across the UK applied for higher
education courses in 2018.

with Europe contributed to a decline in
applications from within the EU, although
the numbers coming to UK universities
remained high due to above-average
acceptance rates.
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“Demand for Higher
Education in the
UK remains strong.
Universities that are
perceived to offer
the highest quality
courses in locations
offering the best overall
student experience will
increasingly attract higher
levels of students.”

Student property investment totalled
£4bn in 2017, up 25% on the previous
year. This strong performance looks set
to continue in 2018, despite the current
uncertainty surrounding Brexit. The
enduring strength and quality of the
UK’s Higher Education sector remains
the key driver.
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Demand for UK Higher Education remains strong despite uncertainty
over EU funding and the inclusion of international students in
government migration targets.
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