
Market update
While the general trend for pricing and 
activity across UK property markets has 
been one of moderation over the last 
year, Edinburgh has bucked this trend. 
Property prices in the city increased by 
1.3% between October and December, 
taking annual growth for 2017 to 5.4%, 
the highest year-end growth figure since 
the inception of our index in 2008.

Such robust growth has come in spite 
of the wider backdrop of political 
uncertainty, with low interest rates, rising 
market confidence and a comparatively 
strong local economy all contributing to 
high buyer demand.

Supply and  
demand imbalance
A key factor underpinning price growth  
in Edinburgh over the last year has  
been a growing imbalance between 
supply and demand, with the number  
of homes coming onto the market  
falling short in key areas, according to 
our own research.

Anecdotal evidence suggests this is, in 
part, a result of higher levels of taxation 
with people choosing to stay for longer in 
their existing homes.

There have been 5% fewer properties 
launched onto the market so far this year 
compared with 2016, with this drop more 
pronounced in central areas of the city, 
such as in EH1 and EH3, where demand 
has been the greatest.

Accordingly, competition for best in class 
properties has been strong. This has 
contributed to a reduction in the average 
time taken to sell a property, with a 
17% fall in time on the market in 2017, 
compared with 2016.

Prices equal to, or above, Home Report 
valuations have been achieved, reflecting 
the rising levels of confidence among 
buyers in these markets.

Outlook
There remain challenges for the market, 
not least higher purchase costs as 
a result of LBTT and uncertainty 
surrounding Brexit. But the primary 
drivers of the city market, including 
schooling, upsizing and downsizing, 
remain unchanged and these are 
expected to continue to drive turnover 
through 2018. Meanwhile, large-scale 
regeneration in the city centre, led by 
the redevelopment of the St James’ 
shopping centre which is scheduled to 
complete in 2020 is likely to drive interest 
in the eastern side of New Town.
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Stock levels are 5% lower in 2017 
compared with 2016, while average 
time on market fell by 17%. This was 
more pronounced in central postcodes.

Source: Knight Frank Research / Rightmove

EDINBURGH IN DEMAND AMID 
SHORT SUPPLY  
Prices and activity have risen in 2017 but stock levels remain low,  
our latest analysis of the market shows.

FIGURE 1 

Edinburgh: vendor’s market?  
Change in average weeks on market and stock volumes in 2017 v 2016

Key facts
Property prices in the city 
increased by 1.3% between 
October and December, taking 
annual growth for 2017 to 5.4%

An imbalance between supply 
and demand remains a key factor 
underpinning pricing, especially in 
the city centre

There have been 5% fewer 
properties launched onto the 
market so far this year compared 
with 2016

There has been a 17% fall in time 
on the market in 2017, compared 
with 2016

OLIVER KNIGHT 
Associate

“ The Edinburgh property 
market has bucked 
the national trend over 
the last year with both 
prices and activity 
levels rising. The 
demand for property 
is highlighted by data 
showing that the 
average time taken 
to sell a property has 
fallen during 2017.”
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Edinburgh City Index Q4 2017

Edinburgh New Town/ 
West End

North South West

3 month 1.3% 1.8% 1.7% 1.0% 0.8%

6 month 2.2% 3.0% 2.9% 1.5% 1.6%

1 year 5.4% 8.9% 7.0% 3.4% 2.0%

3 years 9.7% 16.0% 13.3% 6.3% 3.2%

sub- 
£500k

£500k to  
£1m

£1m to 
£1.5m

£1.5m to 
£2m

over  
£2m

3 month 2.3% 1.2% 1.3% 1.1% 0.0%

6 month 3.5% 1.9% 2.1% 2.4% 0.0%

1 year 10.7% 4.6% 5.1% 4.6% -3.1%

3 years 21.8% 9.0% 7.3% 6.1% -8.3%

Source: Knight Frank Research

Knight Frank Research Reports are available at KnightFrank.com/Research
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UK Residential Market 
Update - Nov 2017

Economic and housing  
market overview 
In what was a widely expected move, the 
Bank of England raised interest rates 
in November. The official bank rate has 
been lifted from 0.25% to 0.5%, the first 
increase since July 2007.

This will be the first time some borrowers 
will have ever experienced an increase in 
their mortgage payments.

However, what happens next is likely to set 
the tone. Last month’s move was simply 
a reversal of the cut in August of last year 
following the vote to leave the European 
Union and means that the base rate is still 
at a historically low level. Another rate rise 
in the coming months would likely have 
a firmer impact on sentiment. It is also 
worth noting that while economists are 
forecasting more rate rises, they expect 
that the base rate will be at 1% by 2020 – 
still near record low rates. 
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UK RESIDENTIAL 
MARKET UPDATE

“ All eyes now turn to the 
Chancellor as he prepares 
to deliver the Autumn 
Budget on November 
22nd, the first major set 
piece following June’s 
General Election.”
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

ALL CHANGE? 
Chancellor Philip Hammond is preparing to deliver his Autumn Budget later 
this month, with housing expected to feature heavily. Meanwhile, the Bank of 
England raised interest rates for the first time in a decade.

Key facts Nov 2017
Average UK house prices are up 
by 2.5% over the year to October, 
according to Nationwide

Interest rates were raised to 0.5% in 
November, the first rate rise in a decade

Prime central London prices for 
existing homes edged up by 0.1% 
in October, taking the annual rate of 
decline to -3.6%

Prime English country home prices 
dipped by -0.1% in Q3, taking the 
annual rate of growth to 0.2%

Prime Scottish house prices edged 
up by 0.2% in Q3, with an annual 
change in values of -0.3%

Households with a variable rate mortgage 
will be most affected by the 0.25% rate 
rise. While it is likely that mortgage rates 
on new home loans will rise slightly, the 
move is unlikely to have an impact on 
overall pricing.

Across the UK, average house prices 
rose by 2.5% over the year to October, 
according to the latest data from 
Nationwide. This was a slight pick-up from 

UK house price change 
Annual, %

Source: Nationwide 
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September, but notably below the near 5% 
growth reported a year ago. The market 
remains highly localised, with affordability 
a key concern in many markets.

All eyes will now turn to the Chancellor, 
Philip Hammond, as he prepares to deliver 
the Autumn Budget on November 22nd, 
the first major set piece following this year’s 
snap General Election in June. Housing 
has leapt up the political agenda in recent 
months and is likely to feature heavily.

The property industry’s wish-list for the 
Chancellor is extensive covering both 
planning and policy. The Budget may be 
the opportunity for the Government to 
announce additional changes or support to 
further boost supply.

Official housebuilding figures released this 
month by DCLG showed annual housing 
supply in England amounted to 217,350  
net additional dwellings in 2016-17, up 
15% on 2015-16.

Stamp duty, which is payable on all 
residential purchases, remains another 
sticking point. It is seen as a barrier to 
moves up and down the housing ladder, 
as well as for those saving for a deposit. 
There is speculation that first-time buyers 
may see some change in stamp duty 
rules, which emerged as new data shows 
that the levy raised £9.4bn in the year to 
September, taking receipts to a record high.

The Wealth Report  - 
2017

2017
11th Edition

The global perspective on prime property and investment
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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 2 

Edinburgh: annual and quarterly prime price growth
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