
Prime country property values fell by  
0.4% between October and December,  
the third consecutive quarter in which 
prices have fallen.

Taxation continues to be the biggest 
drag on the top end of the market with 
higher purchase costs contributing to the 
slowdown in pricing in recent months.

As a result values ended 2016 marginally 
lower, falling by around 0.4% on average 
compared with the 12 months to 
December 2015.

The EU Referendum in June added to a 
climate of uncertainty over the course of the 
year, although the direct impact on activity 
levels has been limited at this stage. 

This is underlined by the fact that the number 
of £2 million-plus sales completed by Knight 
Frank in 2016 was 9% higher compared with 
2015, with nearly 60% of such deals taking 
place in the second half of the year.

November was the busiest month in 
terms of £2 million-plus transactions since 
December 2014, our data shows.

Anecdotally, the pick-up in prime  
activity comes on the back of asking  
price reductions which have helped  

align the expectations of both vendors  
and purchasers.

The sub-£1 million market, meanwhile, 
continues to attract the lion’s share of 
demand, accounting for over 50% of 
transactions in 2016. Properties in this  
price bracket have been less affected by 
recent tax changes and accordingly have 
seen price growth of 3.5% on average 
over the last 12 months, further reinforcing 
the two-speed nature of the prime 
regional housing market.

As we have noted in previous updates, 
demand remains robust across the 
market, with a 9.6% year-on-year increase 
in the number of new prospective buyer 
registrations in the three months to the  
end of December, and a 4% increase  
over 2016 as a whole.

The number of viewings rose by 14%  
year-on-year in the three months to the  
end of December.

However, while good prime housing 
stock continues to attract buyer interest, 
particularly that which is best in class, and 
appropriately priced, supply remains tight 
across the market. 

COUNTRY HOUSE PRICES  
DIP BUT DEMAND RISES
Higher levels of taxation continue to be the primary driver of  
prime property market performance but there are signs that  
demand is picking up

Key headlines from  
Q4 2016
Prime property prices fell by 0.4% 
between October and December

Prices have fallen by 0.4% over the 
last 12 months, the first annual fall 
since mid-2013 

Knight Frank data shows a 9% increase 
in £2 million-plus sales in 2016 
compared with 2015

Sub-£2 million sales accounted for 
52% of all Knight Frank deals in 2016

FIGURE 1 

Price change 
Annual and quarterly change in prime country 
property values

FIGURE 2 

Supply and demand drivers 
Q4 2016 v Q4 2015 (% change)

Source: Knight Frank Research Source: Knight Frank Research
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“ The number of £2 million-plus 
sales completed by Knight 
Frank in 2016 was 9% higher 
annually, with nearly 60% of 
such deals taking place in the 
second half of the year.”

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


PRIME COUNTRY HOUSE INDEX Q4 2016

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%
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%
2016 Q2 1.1% 0.2% -1.0% -0.2%
2016 Q3 1.0% -0.7% -0.4% -0.1%

2016 Q4 0.1% -0.4% -0.7% -0.4%

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%
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%
2016 Q2 5.5% 1.1% -0.7% 1.3%
2016 Q3 5.1% -0.2% -1.4% 0.5%

2016 Q4 4.1% -1.0% -2.5% -0.4%

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.

Important Notice 
© Knight Frank LLP 2016 – This report 
is published for general information 
only and not to be relied upon in 
any way. Although high standards 
have been used in the preparation of 
the information, analysis, views and 
projections presented in this report, no 
responsibility or liability whatsoever can 
be accepted by Knight Frank LLP for 
any loss or damage resultant from any 
use of, reliance on or reference to the 
contents of this document. As a general 
report, this material does not necessarily 
represent the view of Knight Frank LLP 
in relation to particular properties or 
projects. Reproduction of this report in 
whole or in part is not allowed without 
prior written approval of Knight Frank 
LLP to the form and content within which 
it appears. Knight Frank LLP is a limited 
liability partnership registered in England 
with registered number OC305934. Our 
registered office is 55 Baker Street, 
London, W1U 8AN, where you may look 
at a list of members’ names.
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Issues and insights 
Challenges and opportunities for landowners

Property markets 
Our latest research and analysis

Working for you 
Adding value for our clients
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The Rural Report - 
Winter 2016
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THE  
WEALTH  
REPORT
The global perspective on prime property and investment

The Wealth Report 
2016

UK Residential Market 
Update - December 2016

Economic and housing  
market overview 
House prices across the UK are rising 
on an annual basis, although the rate of 
growth is starting to slow and there are 
still large regional variations. As we move 
into 2017, economic uncertainty may 
weigh on the housing market, but the 
key fundamentals of the market remain 
– namely property taxes, a shortage of 
housing, and ultra-low mortgage rates. 

Transaction levels were skewed this year 
by the introduction of the extra 3% stamp 
duty for additional homes, which started  
in April, as the chart below shows. 

The Bank of England’s rate-setting 
committee voted to keep the base rate 
unchanged at 0.25% in December,  
keeping interest rates pegged at 
historically low levels. 

The same can be said of mortgage rates. 
While some jostling and competition 
between lenders has led to the withdrawal 
of a few deals, there are still many home 
loans available at interest rates which are 
lower than many have ever experienced. 

RESIDENTIAL RESEARCH

UK RESIDENTIAL 
MARKET UPDATE

“ Transaction levels were 
skewed this year by  
the introduction of the 
extra 3% stamp duty  
for additional homes  
in April.”
Follow Gráinne at @ggilmorekf

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

GRÁINNE GILMORE 
Head of UK Residential Research

THE MARKET IN 2016 
This year may have delivered a series of political surprises, but these 
have had a limited effect on the housing market so far. As we move into 
2017, economic uncertainty may weigh on the market, but it is property 
taxes which continue to shape the residential landscape, as well as the 
undersupply of housing and ultra-low mortgage rates

Key facts  
December 2016
Average annual house price growth 
across the UK slowed to 4.4% in 
November, according to Nationwide 

Prices in prime central London  
fell 4.8% in the year to the end  
of November…

…however new buyer registrations 
rose 28% between September and 
November compared to the same 
period in 2015

Average UK house prices are 
forecast to rise by 14% across the  
UK over the next five years

Swap rates near record lows 
Annual % change 

Source: Knight Frank Research

UK housing transactions and policy changes 
(E&W) 2007-2016

Source: Knight Frank Research/HMRC 
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Help to Buy
Equity loan
launched

Help to Buy
London launched

Help to Buy
Mortgage Guarantee

launched

NewBuy Guarantee
launched

Stamp duty reformed,
rates rise to 12%

above £1.5m
Stamp Duty hol ends

Stamp Duty
rises to 5%

£1m+

FTBs Stamp Duty
hol up to £250,000

FTBs Stamp
Duty hol ends

Funding for
Lending starts

3% Stamp Duty
surcharge for

additional properties

Scottish Referendum

Vote to
leave EU

General
Election

Financial Crisis

Stamp Duty raised
to 7% for £2m+

Stamp Duty holiday
up to £175,000
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This is because swap rates, the money 
market rates which determine the price  
of fixed-rate lending, are also near  
historic lows. 

This low-rate environment is to some 
extent helping underpin the market at 
present, as is the lack of supply of new 
homes. While the delivery of new-build 
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