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Global housing market weakens further — prices stall or slide in
half of all countries in Q1 2011

Knight Frank Global House Price Index, Q1 2011 results
Key findings:

e Global house prices increased by only 1.8% in the year to March, the lowest annual rate of growth
recorded since Q4 2009

e House prices in 25 of the 50 countries included in the index remained flat or saw negative growth
in the first three months of 2011, compared to only 18 countries a year earlier

e Inregional terms, Asia remains the top-performing continent, recording 8.4% growth over the last
12 months. However, this is down from 17.8% a year earlier

e The weakest region was North America which saw a fall of 0.4% in values in the year to Q1 2011.

¢ While house prices in Europe were static in Q1, this represents an improvement on 12 months
earlier when house prices on average had fallen 4.1% in the preceding 12 months

e The strongest performing countries were: Hong Kong (24.2%), where the government is fighting to
pull inflationary pressures under control; India (21.9%) and Taiwan (14.3%)

Liam Bailey, Head of Residential Research at Knight Frank, comments: “Price growth, while not
stalling, has faltered in Q1 2011, pointing to ongoing problems underlying the world’s housing markets.

In Q4 2010 overall annual price growth stood at 3.3%. Three months later this shrank to 1.8%.

“A cursory glance at the results table would suggest it's business as normal, with Asian countries
firmly implanted at the top of the table and both Europe and North America languishing behind. But

there are a few less predictable results.

“House prices in Russia, for example, fell 13.7% in the first three months of this year positioning it
below Ireland in the rankings. On the other hand, France has jumped to 6th place in the rankings, up
from 30th a year earlier. Sweden and Germany, by comparison, have experienced several quarters of
positive growth only to fall back in Q1 2011. In most of these cases, with the notable exception of
Germany, the housing market is reflecting the wider economy’s performance as well as responding to

domestic policy decisions.
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“In Russia the Government’s mass affordable housing programme is boosting supply and lowering the
average prices throughout the country, despite the average price growing in Moscow and Saint
Petersburg. House prices in France look to be mirroring the country’s improving economic scenario;
GDP increased by 1.0% in Q1 2011, its highest quarterly rise since Q2 2006. Greater productivity is

impacting on wages, consumer spending is up and likewise property demand.

"Globally, the slowdown in annual price growth to 1.8% is largely attributable to the poor performance
in the first three months of this year. In Q1 2011, 50% of countries saw flat or negative growth; a year

earlier this applied to only 38% of countries included within the index.

“The efforts on the part of Asian governments to cool house price inflation in the past year have been
largely successful, although the latest figures suggest Hong Kong's housing market is proving less
responsive. In Q1 2010 annual inflation stood at 30.4%; this fell to 25.0% in Q2 2010 and 22.1% in Q4
2010 but has now rebounded to 24.2%. Demand from mainland China is a key driver — accounting for
nearly one in four Hong Kong property purchases. The Chinese market by comparison has seen

annual price growth fall from 49% in Q1 2010 to a more sustainable 8.4%.

“Additional measures are being adopted by the Hong Kong government to curb inflation by launching
a new mortgage database. Banks may refuse mortgage applications, lower loan-to-value ratios or
offer higher mortgage rates if applicants do not share their mortgage data. Such a move is expected to
further suppress speculative activity, as speculators tend not to disclose their mortgage histories as it
can limit their ability to own multiple flats.

“Back in Europe, the PIGS economies (Portugal, Ireland, Greece and Spain) are displaying a mixed
picture. Spain is still struggling with a significant fall of 2.5% in the last quarter, although this poor
performance is overshadowed by Ireland’s 4.5% decline over the same period. Interestingly, Greece
and Portugal are showing signs of improvement with prices rising in the last quarter, which is

surprising given their economic backdrop.
“The Middle East provides an improving picture. Dubai has seen price growth regain positive territory

in the last six months and the consensus is that the market is stabilising following the volatility
observed in 2008-2010.
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“Israel has consistently been positioned within the top 5-10 rankings in our results table over the past
two years. In November 2010, the IMF warned that house prices in Israel were rising unsustainably,
with broader risks to the economy. Efforts to curtail inflation resulted in five interest rate rises in the
year to March 2011. These efforts seem to have been successful, with Israel recording 1.1% growth in

the last quarter, compared with 12.1% annually.

Outlook

“While many housing market experts consider the US to represent the greatest risk to the stability of
global housing markets, our view is that Asia still poses something of a threat. There is still a potential
in China, Taiwan and in Hong Kong (as highlighted above) for their housing markets to become

overheated and bubbles to appear once more, if government intervention proves insufficient.

“In summary we expect to see the current slowdown in global housing markets to continue, hitting a
low point in Q4 2011 - assuming the Asian markets continue to cool and the government intervention
is successful - but with a slow recovery in global house prices taking place in 2012.”

Ends

*»*FULL DATA APPENDIX AT THE END OF THIS RELEASE**
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Knight Frank Global House Price Index, Q1 2011 Results

Rank Country Region Annual % Six- Quarterly Latest data
change monthly % % change if not Q1
change 2011

1 Hong Kong Asia Pacific 24.2% 14.1% 9.3%

2 India Asia Pacific 21.9% 14.1% 6.8% Q4 2010

3 Taiwan Asia Pacific 14.3% 6.9% 0.8%

4 Israel Middle East 12.1% 5.3% 1.1%

5 Singapore Asia Pacific 10.5% 3.5% 1.7%

6 France Europe 8.7% 1.7% 0.3%

7 Poland Europe 8.5% 0.2% -1.4%

8 China* Asia Pacific 8.4% 6.8% 0.4%

9 Norway Europe 8.2% 4.9% 5.0%

10 Malaysia Asia Pacific 6.4% 1.4% -0.8%

11 Belgium Europe 5.9% 5.6% 3.0% Q4 2010

12 Switzerland Europe 5.1% 3.3% 1.3%

13 Latvia Europe 5.1% -2.1% -1.3%

14 Indonesia Asia Pacific 4.5% 2.9% 2.2%

15 Slovenia Europe 4.3% 6.1% 4.5%

16 Denmark Europe 4.1% -1.1% -0.2% Q4 2010

17 Canada North America 4.1% 0.7% 1.0%

18 Finland Europe 3.9% 1.3% 1.0%

19 Turkey Europe 3.5% 2.8% 1.8%

20 Iceland Europe 3.4% 2.1% 0.7%

21 Colombia South America 3.3% 5.4% 1.0% Q4 2010

22 Jersey Europe 2.9% -1.6% -2.5%

23 Luxembourg Europe 2.6% 0.1% 0.0% Q4 2010

24 Austria Europe 2.4% 2.9% 2.2%

25 Estonia Europe 2.1% 2.7% -0.4%

26 Sweden Europe 2.1% -0.7% -1.1%

27 Germany Europe 1.3% -0.1% -0.3%

28 Australia Asia Pacific -0.2% -0.9% -1.7%

29 United Kingdom Europe -0.2% -0.5% 1.0%

30 South Africa Africa -1.3% 1.9% 1.5%

31 Italy Europe -1.4% -0.6% -0.3% Q4 2010

32 Portugal Europe -1.8% 1.0% 1.8%

33 New Zealand Asia Pacific -1.8% 0.6% 0.3%

34 Malta Europe -2.0% -2.5% -4.1% Q4 2010

35 Slovak Republic Europe -2.5% -3.1% -0.5%

36 Netherlands Europe -2.6% -2.2% -1.7%

37 Hungary Europe -2.7% -4.5% -1.9% Q4 2010

38 Czech Republic Europe -3.5% -2.6% -1.8%
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39 Japan Asia Pacific -3.6% -1.6% -0.8% Q32010
40 Croatia Europe -3.8% -1.0% -0.1% Q4 2010
41 Lithuania Europe -4.0% -0.2% 3.9% Q4 2010
42 Spain Europe -4.6% -2.8% -2.5%

43 United States North America -4.9% -3.7% -1.9%

44 Bulgaria Europe -5.6% -3.8% -2.3%

45 Greece Europe -5.7% -0.4% 0.3%

46 Ukraine Europe -7.5% -1.6% 0.0% Q32010
47 Dubai, UAE Middle East -8.2% 2.1% 0.6%

48 Ireland Europe -11.9% -6.9% -4.5%

49 Russia Europe -13.9% -13.6% -13.7%

50 Cyprus** Europe NA -4.4% -2.4% Q4 2010

Source: Knight Frank Residential Research

* Based on Beijing & Shanghai
** The Cyprus index started in Q4 2009, no annual data available

For further information, please contact:

Liam Bailey, head of residential research, Knight Frank,
+44 (0)20 7861 5133, +44 (0) 7919 303148, liam.bailey@knightfrank.com

Kate Everett-Allen, global data coordinator, Knight Frank
+44 (0)7876 791630, kate.everett-allen@knightfrank.com

Rosie Cade, residential PR manager, Knight Frank,
+44 (0)20 7861 1068, rosie.cade@knightfrank.com

Notes to Editors

About the Knight Frank Global House Price Index

The Knight Frank Global House Price Index was started in 2006 as the definitive means for investors
and developers to monitor and compare the performance of mainstream residential markets across
the world. The index is compiled on a quarterly basis using official government statistical office or
central bank data where possible. In some instances reliable indices from third-party sources have
been used.

About Knight Frank Residential Research

Research provides strategic advice, consultancy services and forecasting to a wide range of clients
worldwide including developers, investors, financial and corporate institutions. Our research reports
are available at http://my.knightfrank.com/research/

Notes to Editors

Knight Frank LLP is the leading independent global property consultancy. Headquartered in London,
Knight Frank and its New York-based global partner, Newmark Knight Frank, operate from 209 offices,
in 47 countries, across six continents. More than 6,840 professionals handle in excess of US$755
billion (£521 billion) worth of commercial, agricultural and residential real estate annually, advising
clients ranging from individual owners and buyers to major developers, investors and corporate
tenants. For further information about the Company, please visit www.knightfrank.com.
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