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homes declined in the fourth quarter. Some
42% noted that cost of living pressures are
having a “significant” impact on demand
for new homes. Recent trading updates
from the listed housebuilders all point to a
notable slowdown in new home reservations

in the final three months of last year.

Land availability remains limited
Alack of availability of land relative to
demand should mitigate significant falls
in land values, with nearly 85% of survey
respondents saying land availability was
either limited or very limited. However,
aslowdown in the private sales market
will undoubtedly put pressure on pricing
in the near term.

The outlook for the economy and
market has resulted in land buyers
becoming more selective, which we expect
will lead to a more tiered land market
going forward. Allocated sites of between
100-250 units in core locations and which
are offered subject to planning are in
highest demand. That said, there is
evidence that some land deals are taking
longer to complete, or having payment
terms amended.

Uncertainty surrounding the planning
system following the Government’s
announcement to scrap mandatory housing

targets means this dynamic is unlikely to

change in the near term. Reports suggest
that since the start of 2022, more than

20 councils have delayed or withdrawn
draft local plans due to an expectation
that housebuilding requirements would
be watered down. Accordingly, some 85%
of survey respondents agreed that the
planning system was a “major barrier” to

housing delivery.

Peak build costs?

Build costs are another concern, though
they look to have peaked. The BCIS
reported that tender prices rose 1.1% in the
final quarter of 2022, and by 7.6% on an
annual basis. While inflationary pressures
driven by rising energy prices remain,
there are indications that the supply of
construction materials is stabilising. A
drop in construction output means we
expect contractors will become more

competitive as the year progresses.

Sales supports

The challenging sales market has led more
housebuilders to consider ways to de-risk
sites including through diversifying
product and tenures. Some 44% of survey
respondents stated that sales to build to
rent investors (of both apartments and
houses) will play a greater role in the

market this year.
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44% of survey
respondents stated
that sales to build
to rent investors (of
both apartments and
houses) will support
the market this year.
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For private sales, 59% of respondents
said they plan to offer more incentives
to encourage buyers, while 22% and 31%
think the First Homes and Deposit Unlock
schemes will help boost sales respectively.

Outlook

A weaker private sales market will put
further pressure on land values this year;
52% of our survey respondents said they
expected land values to fall in Q1. Higher
interest rates and financing costs will also
add an element of caution to the market.
That said, there remains a significant
shortfall of supply of new housing relative
to need for both the sales and rental
markets which will underpin demand for

sites in core locations.
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What do you think will help support sales volumes in 20237

Deposit Unlock

First Homes

Offering
incentives

Sales to Build to Rent
or Single Family
Housing investors

Sales to senior
living investors

Shared ownership
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Impact of cost of living crisis on buyer sentiment...

Build costs
What impact did build costs have in Q4...
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We like questions, if you've
got one about our research,
or would like some property
advice, we would love to hear
from you.
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from Knight Frank LLP. Knight Frank LLP is a limited liability partnership registered in England with registered number
0OC305934. Our registered office is 55 Baker Street, London, W1U 8AN, where you may look at a list of members’ names.


https://www.knightfrank.com/research/report-library/uk-housing-market-forecast-april-2022-8983.aspx
https://www.knightfrank.com/research/report-library/uk-residential-property-market-update-july-2022-9188.aspx

