
Prime country house prices rose by 0.3% 
on average in the first quarter of 2016, 
taking annual growth to 2.4% – down 
from a high of 5.2% in 2014.

The easing of price growth since 2014 
reflects a greater sensitivity to pricing 
from buyers in the prime market following 
successive increases in stamp duty that 
culminated in the changes introduced in 
December 2014.

This was followed by an announcement in 
November 2015 that buy-to-let investors 
and those purchasing second homes 
would be subject to an extra three 
percentage points on the rate of stamp 
duty from April 2016.

While the impact of the initial reform in 
December has been to subdue prices 
as well as activity, in the prime market, 
the November announcement has acted 
as a catalyst for some buyers looking to 
forestall a higher tax bill.

This contributed to a notable rise in 
activity in the first three months of 2016, 
with Knight Frank figures showing a 
24% rise in sales volumes across the 

prime country market compared to the 
corresponding period of 2015.

During this time, activity has primarily  
been concentrated on the sub-£1 million 
market (figure 2), boosted further by a 
growing economy and continued low 
interest and mortgage rates.

Accordingly, sub-£1 million homes 
experienced the strongest price growth, 
rising by over 4% over the last 12 months, 
more in line with the wider housing market. 
In contrast, homes worth £5 million or 
more saw values fall by 2.7% over the  
same period, with the higher transactional 
costs increasingly factored into pricing.

Knight Frank forecasts price growth of 
3.0% on average in 2016. Key town and 
city locations are likely to outperform, as 
the trend for urban living continues to  
grow and more Londoners make the  
move out of the capital.

In the short term, uncertainty surrounding 
the outcome of the EU referendum could 
have an impact on the market, causing 
some buyers to adopt a wait-and-see 
approach until after the vote.

SALES VOLUMES PICK UP AHEAD 
OF STAMP DUTY CHANGE
Prime country house prices have been rising for 13 consecutive quarters.

Key headlines from  
Q1 2016
Prime country house prices rose by 
0.3% in Q1 2016

Annual growth has eased to 2.4%, 
down from a high of 5.2% in 2014

Sub-£1 million homes have outperformed, 
rising by over 4% annually

Sales volumes in the first three months 
of 2016 were up by nearly a quarter 
year-on-year

Knight Frank forecasts price growth 
of 3.0% across the prime country 
market in 2016

FIGURE 1 

Price change 
Annual and quarterly change in prime country 
property values

FIGURE 2 

Prime country sales split by price band 
Q1 2016 v Q1 2015

Source: Knight Frank Research Source: Knight Frank Research
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“ The stamp duty 
announcement in November 
2015 has acted as a catalyst 
for some buyers looking to 
forestall a higher tax bill”.
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In his Budget speech this month, the 
Chancellor George Osborne warned that 
there were headwinds facing the UK 
economy. He described a “cocktail of 
risks” including turbulent financial markets, 
slowing global economic growth and low 
productivity in Western economies. As 
such, forecasts for economic growth in 
the UK were revised down, from 2.4% to 
2% this year, and to 2.2% from 2.5% in 
2017. However, he said the UK was still on 
course to be one of the strongest growing 
economies in the G8.  
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“ Across the UK the 
fundamentals of a lack  
of supply and low 
mortgage rates are 
underpinning the market”.
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BUDGET UPDATE
The Chancellor revealed details of how the extra 3% stamp duty charge on 
additional properties will work in his Budget, two weeks before the rules 
come into effect on April 1st. Meanwhile, property values across the country 
ticked up in February, while the annual growth for prime central London 
property remains fixed at around 1%. 

Key facts  
March 2016
UK house prices ticked up 0.3%  
in February, taking annual growth  
to 4.8%

Prime central London prices fell by 
0.1% last month. Values are up 1.1% 
year-on-year

Prime central London rents are 
down 0.2% year-on-year

Households across the UK expect 
prices to rise over the next 12 months

The Budget also revealed the detail of how 
the extra 3% stamp duty for additional 
dwellings will work when it comes into 
force on April 1st. 

A key change was that the ‘exemption’ 
window for those buying a new principal 
residence before selling their previous 
home or for those replacing their main 
home having already sold their previous 
principal residence was extended from  
18 to 36 months. 

While such buyers will still have to pay the 
additional tax upfront, it effectively doubles 

the time they have to claim a refund should 
they sell their previous main residence.

One of the biggest surprises was that 
large-scale investors in rental property 
will not be exempted from the additional 
stamp duty charge in England, Wales 
and Northern Ireland. This seems to run 
counter to the Government’s pledge to 
support build-to-rent, but we expect that 
investment in this sector will continue. 
There is more detail on the Budget 
announcements in Global Briefing, the 
research blog. 

Meanwhile, the housing market received a 
fillip from increased activity among those 
looking to beat the April 1 deadline for the 
additional stamp duty charges. Demand 
rose in many regions, with the CML 
reporting that gross mortgage lending in 
February hit the highest level since 2008. 

Activity may ease from April, but in the 
wider UK market the fundamentals of a 
lack of supply and low mortgage rates 
are underpinning the market. In the 
London and South East markets the effect 
of uncertainty in the run-up to the EU 
Referendum is likely to be felt more keenly.  

Economic and housing 
market overview  

Annual UK average house price change 

Source: Knight Frank Research / Nationwide
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Knight Frank Prime Country House Index

 Cottage Farmhouse Manor House Unweighted 
average

2014 Q2 1.6% 1.0% 0.8% 1.1%
2014 Q3 0.8% -0.1% 0.3% 0.3%
2014 Q4 1.0% 0.0% -0.3% 0.2%
2015 Q1 1.0% 0.2% 1.5% 0.9%
2015 Q2 1.5% 0.8% 0.7% 0.9%
2015 Q3 1.4% 0.5% 0.3% 0.7%
2015 Q4 1.1% 0.4% 0.4% 0.6%

2016 Q1 1.9% 0.0% -0.4% 0.3%

2014 Q2 8.2% 6.2% 2.5% 5.2%
2014 Q3 7.6% 5.2% 2.5% 4.7%
2014 Q4 6.8% 3.4% 1.4% 3.4%
2015 Q1 4.4% 1.2% 2.3% 2.5%
2015 Q2 4.4% 0.9% 2.2% 2.3%
2015 Q3 4.9% 1.5% 2.2% 2.7%
2015 Q4 5.0% 1.9% 2.9% 3.1%

2016 Q1 6.0% 1.7% 1.0% 2.4%

Source: Knight Frank Research
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DATA DIGEST
The Knight Frank Country House Index is a valuation based index, compiled quarterly from 
valuations prepared by professional staff in every Knight Frank Country House office in the UK.  
The index is based on the valuation of a comprehensive basket of properties throughout all UK 
regions based on actual sales evidence. Knight Frank tracks the performance of three country 
house property categories; cottages, farmhouses and manor houses. A typical manor house 
comprises a large property standing in extensive grounds. A typical farmhouse has six bedrooms, 
several acres of land including garden, paddock and barns. A typical cottage has about one acre  
of land, is detached, and has four bedrooms.
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Issues and insights 
Threats and opportunities for landowners

Rural property markets 
Our latest research and analysis
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Adding value for our clients
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The Rural Report 
Autumn 2015

2016

10th Edition

THE  
WEALTH  
REPORT
The global perspective on prime property and investment

The Wealth Report 
2016
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