
Demand drives pricing
Property prices in Edinburgh increased by 
3.3% between January and March, the  
fastest rate of quarterly growth reported by  
our Prime Edinburgh City Index since its 
inception a decade ago.

The annual change in property values in the 
city also reached a record high at 7.7%, the 
highest level of growth of any prime market 
tracked by Knight Frank.

A shortage of new supply relative to demand 
is one of the main reasons behind a rise in 
values across the city.

Transactions in the city also increased by  
2% last year, according to data from the  
Registers of Scotland. However, stronger 
growth in sales volumes was seen in higher 
price brackets during 2017, with a 16%  
year-on-year increase in property  
transactions between £500,000 and £1m,  
and sales above £1m.

It follows a period of more subdued activity  
in the prime market after the introduction  
of Land and Building Transaction Tax (LBTT) 
in 2015.

While activity was concentrated on  
central areas in 2017, it has started 
to ripple out to more suburban areas, 
particularly towards the west and south 
of the city, driven by the market for larger 
family houses in areas such as Murrayfield 
and Morningside.

Knight Frank data covering the first three 
months of 2018 suggest that momentum 
has continued this year. Demand remains 
strong, with current selling times averaging 
around seven weeks across all price bands, 
compared with more than eight weeks at 
the same point in 2017.

Outlook
Despite the positive sentiment surrounding 
the Edinburgh market at present, a relative 
shortage of new homes coming onto the 
market could also weigh on transaction 
volumes this year - though it should also 
underpin values. An analysis of listings 
data shows there have been 40% fewer 
properties worth £500,000 or more put up 
for sale so far in 2018 compared with the 
same period in 2017. 
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RISE IN PRIME ACTIVITY 
UNDERPINS PRICE GROWTH  
A noteworthy pick-up in activity in higher price brackets over the last  
12 months and a shortage of homes for sale has resulted in strong price 
growth in Edinburgh.

FIGURE 1 

Annual and quarterly price growth 
 

Key facts
Property prices in the city 
increased by 3.3% between 
January and March, taking  
annual growth to 7.7%

Price growth has been driven by  
a pick-up in activity across the 
city, particularly within higher  
price brackets

Above £1m, there was a  
16% increase in sales in 2017 
compared with the previous year. 
Edinburgh accounted for 65%  
of £1m+ sales in Scotland

Supply remains tight with 40% 
fewer prime properties worth 
£500,000 or more offered for sale 
so far this year compared to the 
same period in 2016

OLIVER KNIGHT 
Associate

“ Strong price growth in 
Edinburgh has been 
driven by a pick-up in 
activity across the city in 
2017, particularly within 
higher price brackets. 
Initial signs suggest that 
this momentum has 
carried over to this year.”
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FIGURE 2 

Change in number of £500,000 sales 
by postal district, 2017 v 2016 (0 = no change)



Source: Knight Frank Research / Registers of Scotland
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UK Residential Market 
Update - Mar 2018

Economic and housing  
market overview 
House price growth in the UK is moderating. 
It stood at 2.2% in February, according to 
the Nationwide, while the alternative (and 
lagging) measure of UK house price growth 
from the ONS & Land Registry, shows 
growth of 4.9% in the year to January. 
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UK RESIDENTIAL 
MARKET UPDATE

“ The Office for Budget 
Responsibility is 
forecasting a five-fold 
increase in stamp duty 
receipts between 2000 
and 2022 – to £16 billion.” 
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

PRICING & POLICY 
House price growth is moderating across the UK, while in prime central 
London, activity is price dependent. Housing remains centre stage in 
policy terms, with a planned overhaul of the planning framework and 
more consultations on changes to development rules. 

Key facts March 2018
Average UK house prices dipped by 
0.3% in February, taking the annual 
growth to 2.2%

Prime central London prices are 
down 0.9% year-on-year 

Prime central London rents fell by 
0.1% in February, taking the annual 
change to -2.1%

Average UK rents rose by 1% in the 
year to February 

Annual house price change, UK  
2006-2018

Housing market activity 
Residential transactions, UK

Source: Nationwide/ ONS, Land Registry 

Source: Land Registry 

Land Registry
Nationwide 
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Across the country, most local authorities 
are seeing growth in average house prices, 
albeit at a modest level. More than nine 
out of ten local authorities showed price 
growth in the year to January – according 
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to the ONS/Land Registry, as the chart 
below shows.

Transaction levels across the country  
have also moderated from the levels  
seen in 2014 and 2015, but remain slightly 
higher than the average seen over the  
last decade. 

However, there is a mixed regional picture 
underneath these headline figures, with 
some regions, such as the North East and 
Midlands, seeing a pick-up in activity over 
the last three years, and others, such as 
the South East and London, showing a 
decline in activity over the same period. 
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The global perspective on prime property and investment

Helping you navigate the world’s prime property markets
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KNIGHT FRANK GLOBAL WEALTH ADVISORY

Knight Frank’s Global Wealth Advisory team leverages market-leading research  
and best-in-class advice to provide exceptional service to our global private clients

Connecting people & property, perfectly.
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UK RESIDENTIAL  
MARKET FORECAST

“ The market is localised and 
we see slightly stronger 
growth in the Midlands,  
East of England and the 
North West, a continuation  
of the trend that has 
emerged this year.”

For the latest news, views and analysis  
on the world of prime property, visit  
our blog or @kfintelligence

UK HOUSE PRICE FORECAST
UK house price growth has moderated from recent peaks, although 
markets remain highly localised.

Headlines Dec 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 be 1.0% in 2018, reaching 14.2% 
cumulatively between 2018 and 2022

In London, prices are forecast to fall by 
0.5% in 2018, but cumulative price 
growth over the next five years is 
positive at 13.1%

2017-2022 Forecasts, December 2017 

2017 2018 2019 2020 2021 2022 2018 - 2022
Mainstream residential sales markets

UK 1.5% 1.0% 2.0% 3.0% 3.5% 4.0% 14.2%

London -1.0% -0.5% 2.5% 3.0% 3.5% 4.0% 13.1%

North East 2.0% 2.0% 2.0% 4.0% 3.0% 3.0% 14.8%

North West 2.0% 1.0% 2.0% 4.0% 4.0% 4.5% 16.4%

Yorks & Humber 0.5% 1.0% 2.0% 3.0% 3.0% 3.0% 12.6%

East Midlands 4.5% 2.0% 2.5% 2.5% 3.0% 3.5% 14.2%

West Midlands 4.5% 2.0% 2.0% 3.0% 3.0% 4.0% 14.8%

East 1.0% 2.0% 3.0% 3.0% 4.0% 3.0% 15.9%

South East 3.0% 0.0% 2.0% 3.0% 4.0% 4.5% 14.2%

South West 4.0% 1.0% 2.0% 2.5% 3.5% 4.5% 14.2%

Wales 1.5% 1.5% 1.5% 2.5% 3.0% 4.0% 13.1%

Scotland 1.5% 1.0% 1.0% 2.5% 3.5% 3.5% 12.0%

Prime residential sales markets

Prime central London east 0.0% 0.5% 1.5% 2.5% 3.0% 5.0% 13.1%

Prime central London west 0.0% 0.5% 1.5% 3.5% 3.0% 3.5% 12.6%

Prime outer London -1.0% 0.0% 1.0% 3.0% 3.5% 4.5% 12.5%

Prime England & Wales 0.7% 1.5% 2.0% 2.0% 2.0% 2.0% 9.9%

Residential rental markets 

UK 1.2% 2.5% 2.5% 2.5% 3.0% 3.0% 14.0%

London 0.7% 3.0% 2.5% 3.0% 3.0% 3.0% 15.0%

Prime central London -1.5% 0.5% 1.5% 2.5% 3.0% 3.0% 11.0%

Prime outer London -3.5% -1.0% 1.0% 2.0% 2.5% 3.0% 8.0%

The momentum in house price growth is 
slowing in many parts of the country, and  
we expect price rises to remain muted 
overall next year amid increased economic 
and political uncertainty in the run-up to 
Brexit and amid more muted forecasts for 
wage growth. The market is localised and  
we see slightly stronger growth in the 
Midlands,  East of England and the North 
West, a continuation of the trend that has 
emerged this year.

Once the Brexit deal is completed, we 
forecast rising momentum across the 
market, with price growth reflecting this in 
many locations. The variations currently 

Source: Knight Frank Research 
NB. Price forecasts are for existing homes. Property values in the new-build market may perform differently.

observed in the prime housing markets in 
London and beyond are set to continue,  
and we explore this more fully in our blog.

The UK may now be entering a period of 
interest rate rises, but even so, we expect 
rates to be low compared to long-term 
norms by the end of the forecast period. 
While development levels are rising across 
the country, the shortage of new homes is 
unlikely to be fully reversed in the coming 
years, and that will underpin pricing. 

On the other hand, factors such as 
deepening affordability pressures and 
property taxes, will continue to weigh  
on pricing.

Methodology Statement: 
House price forecasts are based upon time series 
regression analysis of relevant statistically significant 
macro-economic variables adjusted in-house to 
encompass externalities such as likely risk factors.  
The forecast uses the Nationwide House Price Index  
as a base. Our forecasts assume a Brexit deal, but  
with a two year transitional period.

UK Housing Market 
Forecast - Dec 2017

For the latest news, views and analysis
on the world of prime property, visit

KnightFrank.com/blog
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FIGURE 3 

Edinburgh’s prime postcodes 
Location of £1m+ sales by postcode

Edinburgh’s £1m+ market
In Edinburgh the number of sales 
completed with a value above £1m was 
16% higher in 2017 compared with the 
previous year, data from the Registers of 
Scotland shows. By comparison, across 
Scotland, there was a slight dip in overall 
£1m+ transactions from 166 in 2016 to 
159 last year.

As a result, Edinburgh now accounts for 
65% of this market, up from 55% the 
previous year.

Figure 3 shows how activity was 
concentrated in the city centre over  
this time, with EH3 accounting for  
nearly a quarter of sales, followed by  
EH4 and EH10.

Rising activity levels have underpinned  
a 7% increase in prices for property 
valued above £1m over the year to  
March 2018, data from our Index shows.
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