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“ The news from the Bank 
of England was perhaps 
less decisive than the 
result at Trent Bridge,  
but was broadly positive.”
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 MILLION DOLLAR 
(MORTGAGE) QUESTION
When will the Bank of England raise interest rates? This was the 
question economists were hoping to answer after flurry of data from 
the central bank last week. Meanwhile average house price growth has 
eased, yet activity has picked up in the wake of the election. 

Implied rate rises 
Conditioning path for Bank Rate implied by 
forward market interest rates, early August 2015

Source: Bank of England
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Key facts August 2015
UK house prices rose by 0.4% in 
July, taking the annual increase  
to 3.5%

Prime central London prices rose 
by 0.4% in July, but annual growth 
remained flat at 2%

Rents in prime central London fell by 
0.1%, taking annual growth to 2.9%

House price sentiment positive in 
July, for 28th consecutive month

GDP growth forecast*  
Annual rate of growth

Source: Bank of England  
*based on market interest rate expectations
Central forecast only (mode)
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August 6th may be remembered as ‘Super 
Thursday’ for achievements on the cricket 
pitch rather than because of the flurry of 
economic data from the central bank.  

The Bank now expects 2.8% GDP growth 
this year, up from 2.5%. The central bank 
then expects annual growth to ease from 
next year, although this is in line with 
previous forecasts. 

Market trends 
Prices and activity 

Source: Macrobond
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More encouragingly, the data signalled  
the first rise in productivity since the 
financial crisis. This is positive news; 
such an increase is needed to ensure that 
wages can rise without stoking inflation. 
Policymakers will be hoping that this 
“missing piece of the recovery puzzle”  
will still be evident in months to come. 

The big question, however, especially for 
mortgage borrowers, is when will rates rise? 
In his comments, Mark Carney, the Bank 
of England governor, was cagey saying 
that a rate rise was “drawing closer” but 
that it could not “be predicted in advance”. 
David Miles, another member of the MPC 
committee has since told the BBC that the 
longer the MPC leaves rates at 0.5%, the 
faster they may need to rise in the future. 

Markets are still broadly pricing in the first 
rate rise in Q1 or Q2 next year.  

While discussing whether to raise interest 
rates or not, the Bank’s MPC touched on 
the housing market, noting that renewed 
confidence in the market could help 
underpin consumer spending. While price 
growth has slowed in recent months, 
activity levels have been on a broad upward 
trajectory since 2012, although political 
uncertainly affected the market in the run  
up to May’s election. 

https://twitter.com/ggilmorekf
http://www.knightfrankblog.com/global-briefing/
https://twitter.com/KFGlobalBrief
http://www.knightfrankblog.com/global-briefing/news-headlines/uk-interest-rates-when-will-we-see-the-first-rise/
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The average price of bare agricultural 
land in England rose by 2.6% between 
April and June 2015, the tenth 
consecutive quarter of growth, according 
to the latest results of the Knight Frank 
Farmland Index.

Values have now risen by 33%, or 
£2,050/acre, since the end of 2012 and 
now stand at a record high of £8,265/
acre. Over the past 10 years prices 
have almost trebled, a far stronger 
performance than many other asset 
classes (see chart below).

However, the market is becoming 
increasingly complex in terms of valuing 
specific blocks of land with price 
variations growing at both the national 
and local level.

On one farm we are selling in southern 
England the interest we have received 
for two blocks of land either side of a 
country lane suggests the market can 
vary by as much as £4,000/acre within 
a matter of metres. Across the country, 
prices start at £5,000/acre and head well 
north of £15,000/acre for larger parcels 
of arable land.

A slight increase in the amount of land 
for sale, combined with lower agricultural 
commodity prices, means potential 
buyers are becoming more cautious 
and price sensitive when choosing what 
to bid on. Land quality is once again 
a serious consideration and vendors 
should be realistic when setting guide 
prices as over-priced farms will struggle.

But availability is still historically low, and 
as a consequence we are seeing buyers, 
particularly investors, looking further 
afield, including the Welsh borders and 
north of England, for larger blocks of 
good quality land that is priced below 
the levels being achieved in parts of East 
Anglia and central and southern England.

There is also still a significant number of 
farmers with development roll-over cash 
to reinvest into land and this is helping to 
create local hotspots.

The wide variation in prices makes it 
extremely difficult to predict where 
the market is heading, but a period of 
flatter price growth while the market 
consolidates is likely, although premium 
prices will still be paid where there is 
competitive bidding.

PRICES EDGE UP, BUT FOCUS 
ON QUALITY GROWS
The farmland market remains strong, but valuing land is becoming 
increasingly difficult as the price gap widens
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FIGURE 1 

Change in capital values

Source: Knight Frank Rural Research Source: Knight Frank Rural Research

FIGURE 2 

50-year farmland performance 
£/acre

Farmland performance
3 months  +2.6%

12 months  +10% 

5 years  +43%

10 years  +198%

50 years  +5,171%
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ANDREW SHIRLEY 
Head of Rural Research

“ Land quality is once again a 
serious consideration.”

Follow Andrew at @kfruralproperty

For the latest news, views and analysis 
on the world of rural property, visit  
The Rural Bulletin online£1M+ MARKET  NATIONAL PARK PREMIUMPOST-ELECTION 
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PRIME
COUNTRY
REVIEW  
UK PRIME COUNTRY HOUSE MARKET 
SUMMER 2015
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Farmland Index  
Q2 2015

Prime Country Review 
Summer 2015

The Wealth Report 
2015

Prime Country price   
Annual rate of growth %

Source: Macrobond / Knight Frank Research
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House Price Sentiment index   
July 2015

Source: Macrobond
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Prime country house prices rose by 2.3% 
in the year to the end of Q2, but several city 
markets have outperformed this rate  
of growth, most notably in Cheltenham  
and Bristol where prices are up 9.2% and 
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Annual growth in rents 
Year to end June 2015 %

Source: ONS

In the period between the general election 
and the summer holiday, buyers in London 
have taken stock of new market conditions 
and appear less inclined to rush into making 
decisions. 

A succession of tax changes has contributed 
towards low single-digit annual growth, meaning 
buyers and sellers are more prepared to sit 
on the sidelines until later this year, unafraid of 
missing out on the imminent return of stronger 
growth.

Following a general election and a Budget 
that contained a degree of focus on the prime 
London property market, more discretionary 
buyers are waiting to see how readily recent 
policy changes will be absorbed.

While there seems to be some short-term 
hesitation around recent alterations to non-dom 
legislation, it is December’s rise in stamp duty 
which appears to have had the single biggest 
dampening effect on demand as buyers digest 
the reforms.

Despite the strong underlying economy, the 
number of tax changes, which have a particularly 
strong impact on London, means the market is 
undergoing a period of readjustment.

Indicative figures for housing transactions in 
England and Wales for the first quarter of 2015 
show the extent to which high-value property 
transactions in London make a growing 
contribution to stamp duty revenues, in contrast to 
the volume of deals. 

Although London accounted for 13% of 
transactions in the first quarter of this year, it 
contributed 46.9% of stamp duty revenue, up 
from 43.4% in the same period in 2014 under the 
old stamp duty system. Meanwhile, properties 
worth in excess of £1 million in London accounted 
for 1% of deals in England and Wales but the 
revenue contribution has increased to 25.8% from 
19.8% last year.

Overall stamp duty in England and Wales is down 
in the first quarter, as the government predicted, 
though it expects house price inflation to help 
make up any short fall in coming years.

However, after 12 months of successive declines, 
annual price growth in prime central London 
flattened out at 2% in July, down from 7.9% in 
the same month last year. Furthermore, while total 
sales volumes in England and Wales fell 11%, the 
number of £2 million-plus deals in London was 
down by 25% in the first quarter of 2015.

JULY 2015
Annual growth was flat at 2%, down from 
7.9% in July 2014

December’s rise in stamp duty for 
properties worth more than £1.1 million 
appears to have contributed to more 
subdued activity

London accounted for 13% of 
transactions across England & Wales 
in the first quarter of this year, but 
contributed 46.9% of stamp duty 
revenue

£1 million-plus London properties 
accounted for 1% of sales but 25.8% 
of stamp duty revenue in Q1 2015

New monthly Macro View section:  
The impact of the impending interest rate 
rise and Chinese stock market volatility

TOM BILL 
Head of London Residential Research 

“December’s rise in stamp duty 
appears to have had the single 
biggest dampening effect on 
demand” 
Follow Tom at @TomBill_KF

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

STAMP DUTY CHANGES DAMPEN 
ACTIVITY IN PRIME CENTRAL 
LONDON
Subdued activity levels in prime central London are likely to continue 
until the autumn as buyers and sellers digest recent tax changes, says 
Tom Bill

RESIDENTIAL RESEARCH

PRIME CENTRAL
LONDON SALES INDEX

FIGURE 1 
Price growth in prime central London 
flattens out

Source: Knight Frank Residential Research
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FIGURE 2 
The growing contribution of prime London 
% of  total stamp duty revenue and transactions
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Prime Central London 
Sales Index - July 2015

Average rents rose by 2.5% in the year to 
July, according to the most recent data 
from the ONS. This is up from the average 

1.5% growth seen in the year to July last 
year, but remains below the 2.8% growth 
seen in July 2012. However the pace of 
growth remains regionalised, as shown in 
the map below. The latest rental trends are 
examined in more detail in the latest  
Private Rented Sector Update. 

The future house price sentiment index 
ticked down in July, although it remains 
firmly in positive territory suggesting that 
households expect prices to rise over the 
next 12 months. 

Prime property markets 

5.1% respectively. There is more detail on 
these and other cities including Bath and 
Oxford on Global Briefing, the residential 
research blog. 

Annual price growth in prime central 
London remained unchanged at 2% in 
July, while values slipped by 0.1% on the 
month, as December’s stamp duty changes 
continued to be felt in the capital.

The weight of the stamp duty burden being 
borne by London was revealed as Knight 
Frank research showed that while around 
13% of transactions happened in the 
capital in the first quarter of the year,  
these made up 47% of stamp duty 
revenues. You can read more on this  
on Global Briefing. 

Rental market 

Prime central London rents fell by 0.1% in 
July, taking the rate of growth to 2.9% amid 
more subdued demand from the financial 
services sector. 

http://www.knightfrank.com/research/english-farmland-index-q2-2015-3008.aspx
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