
Average values rose by 0.9%  
between April and June, an indication 
that any expectations of a post-election 
price jump in the prime market  
were unfounded.

Annual price growth slowed to 2.3%,  
its lowest level in two years (figure 1).

One of the key reasons price growth 
remains subdued, despite the election of 
a majority government and the removal 
of the threat of a ‘mansion tax’, is the fact 
that the prime market is still absorbing 
the recent changes to stamp duty.

The change, which came into effect 
in December, has resulted in higher 
purchase costs for properties worth  
more than £1.1 million. There is  
anecdotal evidence to suggest that  
some buyers are factoring the increased 
cost into offers, resulting in some  
price adjustments.

Additionally, while there was a release 
of pent-up demand in the weeks 

immediately following the vote as 
buyers who had adopted a wait and see 
approach prior to the election returned 
to the market, rising stock levels – which 
peaked to their highest level all year in 
May – helped to mitigate any significant 
jump in property values.

The greater political certainty afforded 
by the election result means there is a 
more positive outlook for the residential 
property market as a whole. Interest rates 
remain at record low levels, economic 
growth is steady and mortgage rates  
are competitive.

During the quarter, prime city markets 
continued to outperform more rural 
locations, with notable price growth  
in Bath, Bristol and Winchester  
among others.

Prime urban property markets are  
now, on average, 2% above their 2007 
peak, while neighbouring village and  
rural locations remain 13.2% below  
peak levels (figure 2).

PRIME COUNTRY HOUSE PRICE 
GROWTH SLOWS
Despite the certainty provided by a majority government, activity and 
prices in the prime country house market remained subdued during the 
second quarter. Oliver Knight examines the latest figures.

Key headlines from  
Q2 2015
Average values rose by 0.9% between 
April and June

Annual price growth slowed to 2.3%

Higher stamp duty rates for prime 
properties has moderated activity

Prime urban property values are on 
average 2% above their 2007 peak

FIGURE 1 

Price growth slows 
Annual change in prime country property values

FIGURE 2 

Town and city markets outperform 
Price growth in urban and rural locations  
(100 = March 2005)

Source: Knight Frank Residential Research Source: Knight Frank Residential Research

201520142013
Q2Q1Q4Q3Q2Q1Q4

0

1

2

3

4

5

6

Q2Q1Q4Q3Q2Q1Q4

3.1%

4.5%

5.2%
4.7%

3.4%

2.5% 2.3%

RURAL
URBAN

60

70

80

90

100

110

120

130

Ju
n-

15

Ju
n-

14

Ju
n-

13

Ju
n-

12

Ju
n-

11

Ju
n-

10

Ju
n-

09

Ju
n-

08

Ju
n-

07

Ju
n-

06

Ju
n-

05

RESIDENTIAL RESEARCH

PRIME COUNTRY 
HOUSE INDEX

OLIVER KNIGHT 
Residential Research

“�The prime country house 
market is still absorbing 
recent changes to 
stamp duty.”

Follow Oliver at @oliverknightkf

For the latest news, views and analysis 
on the world of prime property, visit 
Global Briefing or @kfglobalbrief

http://www.twitter.com/oliverknightkf
http://www.knightfrankblog.com/global-briefing
https://twitter.com/KFGlobalBrief
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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.

PRIME COUNTRY HOUSE INDEX Q2 2015

Knight Frank Prime Country House Index

 Cottage Farmhouse Manor House Unweighted 
average

2013 Q3 1.4% 0.9% 0.3% 0.8%
2013 Q4 1.7% 1.8% 0.9% 1.4%
2014 Q1 3.3% 2.4% 0.5% 1.9%
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%

2013 Q3 3.3% 1.5% -2.5% 0.4%
2013 Q4 5.3% 3.7% 1.0% 3.1%
2014 Q1 7.7% 5.5% 1.4% 4.5%
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%

2013 Q3  222.3  248.0  218.1  228.2 
2013 Q4  221.8  250.9  226.3  232.2 
2014 Q1  229.0  256.8  227.5  236.5 
2014 Q2  232.7  259.4  229.2  239.0 
2014 Q3  232.1  259.2  230.0  238.9 
2014 Q4  234.3  259.3  229.4  239.3 
2015 Q1  236.6  259.8  232.7  241.4 

2015 Q2  240.2  261.8  234.3  243.7 

Source: Knight Frank Residential Research
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Oxford City Index Q4 
2014

Prime property prices in Oxford rose by 
1.8% between October and December 
2014 taking the annual rise in values in 
the city to 6.1%.

Oxford has outperformed both the wider 
prime market in the UK and the prime 
market in the South East where prime 
property increased by an average of 
3.4% and 3.9% respectively in 2014.  
A key driver of Oxford’s outperformance 
has been demand for homes from buyers 
from outside of the city.

In fact, the proportion of property buyers 
from outside Oxford more than doubled 
in 2014 compared to the previous year, 
accounting for 52% of all Knight Frank 
sales in the city last year, compared to 
just 24% in 2013.

As figure 2 shows, demand from 
Londoners relocating to Oxford rose 
significantly year-on-year, from 3% to 
18%, with many such buyers looking 
to take advantage of the relative price 
difference that currently exists between 
house prices in the capital and in Oxford.

The proportion of international buyers in  
the city also rose to 17% in 2014, up from 
11% the previous year.

Access to top performing schools, strong 
local employment, as well as improving 
transport links into London – including a 
new rail line between Oxford and London 
Marylebone which is due to open this 
summer – have helped boost high levels  
of demand in Oxford.

The number of potential new buyers 
registering their interest in purchasing a  
new home was 18% higher last year  
than 2013 and the number of property 
viewings in the city was 8% higher over the 
same time.

All of this helped contribute to an increase 
in the number of sales completed by Knight 
Frank in Oxford in 2014, with the total  
number of transactions last year 22% higher 
than in 2013 and 41% higher than in 2012.

The market for properties valued between  
£1m and £2m is especially strong,  
and accounted for nearly 50% of all sales  
in 2014, compared to 41% in 2013.

OXFORD CITY MARKET  
BOOSTED BY LONDON AND 
INTERNATIONAL BUYERS
Rising demand from buyers relocating to Oxford contributed to price 
growth last year. Oliver Knight examines the latest figures.

Key facts Q4 2014
On an annual basis, prime property 
prices rose 6.1% in 2014

Some 52% of individuals who 
purchased a property in Oxford in 
2014 through Knight Frank were from 
outside of the city

Knight Frank sales in Oxford in 2014 
increased by 22% year-on-year

Demand for homes valued between 
£1m and £2m was especially strong 
in 2014, accounting for 46% of Knight 
Frank sales

FIGURE 2 

London and international demand rises 
Domicile of prime property buyers in Oxford  
(2013 v 2014)

OLIVER KNIGHT 
Residential Research

“ The number of buyers from 
outside Oxford more than 
doubled in 2014 compared 
to the previous year, 
accounting for 52% of all 
Knight Frank sales in the city 
last year.”

Follow Oliver at @oliverknightkf

For the latest news, views and analysis 
on the world of prime property, visit 
Global Briefing or @kfglobalbrief Source: Knight Frank Residential Research
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FIGURE 1 

Rising demand 
Annual rise in demand for prime property  
in Oxford (2014)
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BUYERS LOOK TO COMPLETE 
DEALS AHEAD OF TAX CHANGE
Tax policy remains one of the main drivers of the prime property 
market in Edinburgh. Oliver Knight examines the latest figures.

Prime property prices in Edinburgh rose 
by 1.2% over the first three months 
of 2015, after a 0.5% increase in the 
preceding quarter, as buyers looked to 
complete deals ahead of the switch to the 
new Land and Building Transaction Tax 
(LBTT) in April.

On an annual basis prices have risen  
by 4.1%.

As was the case for much of last year, tax 
policy continued to play a defining role in 
the city’s prime property market during 
the first quarter. The prospect of higher 
taxation, through the introduction of LBTT 
from 1 April 2015, led to a rise in buyer 
interest, which in turn has boosted prices 
being achieved.

When LBTT replaces stamp duty, those 
buying homes worth less than £333,000 
will pay less tax, however for homes 
above this threshold the up-front cost of 
moving will increase.

The number of sales completed by  
Knight Frank between January and March 
was 47% higher than Q1 2014 and 66% 
higher than Q1 2013.

We expect that following the introduction 
of LBTT in April there may be a period of 
adjustment at the top-end of the market 
as individuals factor in the increased cost 
of moving.

Forecasts from the Office of Budget 
Responsibility (OBR) appear to confirm 
this, with the fiscal watchdog recently 
revising its forecasts for future stamp duty 
and LBTT tax revenues. The OBR said 
that the bringing forward of some higher-
priced transactions in Scotland before 
April will increase UK stamp duty receipts 
by £11 million in 2014-15. The OBR 
subsequently reduced its forecast for 
LBTT receipts in 2015-16 by £20 million.

Edward Douglas-Home, Head of 
Edinburgh City Sales at Knight Frank, 
said: “Buyers have been taking advantage 
of the short window when purchase costs 
are lower.

“From April this year, when the new 
LBTT rules come into force, a buyer 
of a property valued at £1m will pay 
nearly £35,000 more in purchase taxes. 
However, even with the new higher 

Results for Q1 2015
Property prices in Edinburgh rose by 
1.2% between January and March 2015

Annual growth now stands at 4.1%

The number of Londoners looking to 
buy property in Edinburgh rose by 97% 
year-on-year

From April 1st, under the new LBTT 
regime, a buyer of a £1m property will 
pay an extra £35,000 in purchase taxes

FIGURE 1 

Price growth  
Edinburgh quarterly and annual price change

Source: Knight Frank Residential Research Source: Knight Frank Residential Research
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FIGURE 2 

Edinburgh: Annual and quarterly 
price change by price bracket 
Q1 2015
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“ The prospect of higher 
taxation resulted in an 
increase in buyer activity in 
the early part of 2015, as 
buyers and vendors looked to 
complete deals ahead of the 
introduction of LBTT from 1 
April 2015.”

Follow Oliver at @oliverknightkf

For the latest news, views and analysis  
on the world of prime property, visit  
Global Briefing or @kfglobalbrief
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