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RESIDENTIAL DEVELOPMENT 
LAND INDEX

English greenfield land values were up 
1.1% year-on-year in Q3, the second 
consecutive quarter they have been in 
positive territory after two years’ of  
modest declines in pricing. There is  
now a steadier  supply of greenfield 
development land in many parts of the 
market. This is likely to keep pricing level 
overall in the coming year, although there 
is still potential for outperformance in 
some areas where sites are oven-ready 
and have access to good infrastructure. 

In urban areas, the continued price 
growth in the urban brownfield land 
index reflects continued demand in 
these markets (which can also be seen 
in the growth in house prices). While this 
sustained demand will likely continue to 
underpin pricing, average land values 
remained broadly flat in Q3, suggesting 
that pricing in some urban markets may 
have found its equilibrium. 

In prime central London, the decline in 
development land values shows continued 
signs of abating, with values down just 
2.5% on the year, compared to a 10.3% 
decline seen in Q3 last year.

In general, the prime central London land 
market is showing signs of stabilising 
after a period of deflation and this trend 
is expected to continue over the next 
12 months. Ian Marris, Joint Head of 
Residential Development, said: “The liquidity 
in the land market is low as sentiment is 
nervous however for the brave there is  
value to be found. Deals are price sensitive 
and risk needs to be appropriately analysed 
and understood.” 

There are challenges for developers trying 
to secure debt and equity funding, and 
development economics must also account 
for the fact that there is, so far, little sign 
of any significant softening in construction 
costs. The weaker pound is boosting import 
prices, while the lack of resource in the 
labour market is also a key consideration for 
developers currently active in the market.

“This is a market for the experienced who 
know and understand how to extract value 
in uncertain times. That said, we believe 
there is opportunity for investors who will 
be building out into a market, which,  
over the next few years, looks to be 
extremely limited in respect of new supply,”  
Mr Marris added. 

DEVELOPMENT LAND VALUES 
REMAIN STEADY IN Q3 
The average value of English greenfield development land was 
unchanged in Q3, as was the value of prime central London  
development land. Urban brownfield site values slipped slightly  
over the quarter, but on an annual basis are still outperforming. 

Key facts Q3 2017
Greenfield land prices were unchanged 
in Q3, taking the annual rise in prices to 
1.1%, the biggest rise in more than 
two years

There was no change in average prime 
central London land prices in Q3, with 
a 2.5% annual decline, the most 
modest fall in prices since Q3 2015

Urban brownfield sites slipped on 
average by 0.2%, taking the annual 
change in values to 6.1%

GRÁINNE GILMORE 
Head of UK Residential Research

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 average land values

Source: Knight Frank Research

FIGURE 1 

Residential development land prices
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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 Q3 2017

England Greenfield Development Land Index

Date Index 12-month  
% change

6-month  
% change 

3-month  
% change

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%
Sep-17  101.46 1.1% -0.2% 0.0%

Urban Development Land Index

Date Index 12-month  
% change

6-month  
% change 

3-month  
% change

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%

Sep-17  122.66 6.1% 1.0% -0.2%

Prime Central London Development Land Index

Date Index 12-month  
% change

6-month  
% change 

3-month  
% change

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%
Sep-17  131.06 -2.5% 0.0% 0.0%
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UK Residential Market 
Update - Sep 2017

Economic and housing  
market overview 
The Bank of England has voted to keep 
interest rates unchanged for the 13th 
consecutive month, but the account of 
the meeting held by rate-setters attracted 
attention, particularly on the foreign 
exchange markets. The ‘minutes’ of the 
rate-setters’ meeting, published after every 
rate decision, indicated that the Bank 
may be preparing to raise rates – and 
this caused the pound to climb to $1.35 
against the US dollar, up from around 
$1.25 at the beginning of the year, although 
this is down from $1.70 in 2014. 

RESIDENTIAL RESEARCH

UK RESIDENTIAL 
MARKET UPDATE

“ Amid increasing 
speculation that a rate 
rise in the UK might 
be on the cards in the 
coming months, the Bank 
of England Governor 
has emphasised that 
any changes would be 
‘gradual and limited’.”
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

RENEWED INTEREST IN  
INTEREST RATES 
The Bank of England has given more ‘forward guidance’, indicating that 
it may move to raise interest rates from their record low in the coming 
months, although there is no guarantee that this will happen. Meanwhile, 
house price growth across the country continues to moderate, while the 
prime London market shows signs of regaining momentum.

Key facts Sept 2017
Average annual house price growth 
slowed to 2.1% in August, down from 
2.9% in July

Prime central London prices for 
exisiting homes dipped 0.2% in 
August, taking the annual change  
to -5.4%

Average UK rents rose by 1.6% in the 
year to August, down from 1.8% in July

UK interest rates held at 0.25% for 
13th consecutive month

The money markets now assess that the 
likelihood of a rate rise in November is 
at around 60%. However, the Bank has 
indicated several times over the last few 
years that rate-setters were minded to raise 
rates, and no increase has yet materialised. 

In a recent speech, Mark Carney, the 
Bank of England Governor, indicated that 
even if rates did start to rise, it would be a 
gradual process. He said: “Any prospective 
increases in Bank Rate would be expected 
to be at a gradual pace and to a limited 
extent, and to be consistent with monetary 

Pound strengthens against the dollar 

Source: Knight Frank Research/ BOE
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policy continuing to provide substantial 
support to the economy.” 

While the UK central bank’s direct mandate  
is to use monetary policy to manage  
inflation, policymakers will also have one 
eye on Brexit, as they need to manage 
the potential economic effects of the UK’s 
withdrawal from Europe. 

The discussion around increasing interest 
rates comes as mortgage rates have hit  
near record-lows. While accessing a 
mortgage still requires a substantial 
deposit, those who have access to this 
finance can take advantage of rates as low 
as 1.6% fixed for five years. 

Meanwhile, house price growth continues 
to moderate. Average values across the 
UK dipped by 0.1% in August, according 
to Nationwide, taking annual growth to 
2.1%. A breakdown of regional house price 
growth calculated by the Office for National 
Statistics, shows that the East of England 
and the Midlands are leading the growth, 
with London showing the most modest 
level of annual growth. However, this 
comes after several years of very strong 
growth in the capital, and the market 
remains highly localised, with prices rising 
strongly in some boroughs. 

RECENT MARKET-LEADING RESEARCH PUBLICATIONS

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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on the world of prime property, visit
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English Farmland  
Index - Q3 2017

The average value of bare agricultural 
land in England and Wales remained 
static at just over £7,310/acre in the third 
quarter of 2017, according to the Knight 
Frank Farmland Index. This brings to 
an end a seven-quarter run of sliding 
values, the longest period of decline 
since the early 1990s when prices fell for 
12 consecutive quarters.

Over the past 24 months, average values 
have fallen by 12%, slicing £1,000 off 
the price of an acre of land. Despite 
this, farmland remains one of the best 
long-term investments with values up 
83% over the past 10 years, comfortably 
outpacing the mainstream housing 
market (+15%) and even prime central 
London homes (+28%).

Given the low transaction volumes 
of recent years, the vast majority of 
landowners will still be sitting on an asset 
that has greatly increased in value since 
they purchased or inherited it. The most 
pressing question is whether the current 
equilibrium between the factors putting 
downwards pressure on values and 
those helping to sustain them remain  
in place.

The main downwards threat of course 
remains the uncertainty surrounding 

the Brexit process. Defra minister 
Michael Gove has consistently repeated 
his support for farmers, albeit with 
an increasing focus on the delivery 
of environmental benefits, but has 
provided little detail to back this up. 
This uncertainty limits the upside for 
land values in the near term, but unless 
a significant number of farmers exit the 
industry because of Brexit it is unlikely  
to cause a slump in prices.

A short-term exodus seems unlikely  
given many farmers advocated leaving 
the EU and some kind of financial  
support is likely to remain in place for 
the foreseeable future.

In addition, a number of factors are 
helping to support the market. The 
decline in sterling and more favourable 
economic conditions continue to 
underpin farm-gate prices for most 
agricultural commodities.

An increasing amount of development, 
including HS2, is also helping to boost 
competition for the limited amount of 
agricultural currently available.   
A significant number of farmers or 
landowners who have sold land or had it 
compulsorily purchased for development 
are looking for alternative property.

FARMLAND MARKET STEADIES, BUT 
SHEDS £1,000/ACRE IN 24 MONTHS
The value of agricultural land was virtually unchanged in the third 
quarter of 2017, but the market remains finely balanced.
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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 0.0%

12-month change -5%

5-year change 18%

10-year change 83%

50-year change 4,179%
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FARMLAND INDEX
Q3 2017

ANDREW SHIRLEY 
Head of Rural Research

“ A short-term exodus 
seems unlikely 
given many farmers 
advocated leaving  
the EU.”

Follow Andrew at @kfandrewshirley
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