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“ The dynamics of the 
residential market in one 
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another town just 20 
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to mention the dynamics 
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average data.”
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MIXED MESSAGES ON THE MARKET 
A divergence in house price indices are giving a mixed picture of the 
market, yet there is broad agreement that stock levels dipped over the 
summer. In prime central London, price growth continued to ease in 
August although there is a significant divergence in price performance 
between local markets. 

Key facts  
September 2015
UK house prices rose by 0.3% in 
August, and are up 3.2% year-on-year

Prime central London prices are up 
1.7% on the year

Prime country home prices climbed 
2.30% to the end of Q2, with 
outperformance in urban markets such 
as Winchester, which has seen growth 
of 6.3%

Households expect more price 
growth, although market remains 
regionalised, according to latest 
House Price Sentiment Index

House price indices  
Annual % change, 3-month moving average 

Source: Knight Frank Research / Macrobond
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Longer term trends 
House price indices (indexed 100 = 2010) 
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How price trends differ 
House prices (indexed 100 = 2000)
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House price indices, which track the value 
of homes across the country, using a 
variety of data and methodologies, have 
been painting a slightly different picture of 
the market in recent months as the chart  
above shows. 

While Halifax shows an uplift in prices 
over the summer, this is not reflected so 
emphatically in Nationwide data, which, 
like Halifax, monitors mortgage approval 
data. The last significant divergence 
between these two ‘similar’ indices in 

the 1990s was explained by the Bank of 
England as probably occurring because of 
the different ways these indices are “mix 
adjusted” to take account of the different 
characteristics of houses bought and sold 
in any one month. The ONS, which looks 
at a larger selection of mortgage data also 
indicates a continued slowing in price 
growth to date this year, as does the Land 
Registry, which reflects all sales completed 
in England and Wales. 

Over the long run, it is possible to see that 
the indices broadly move together, but the 
recent divergence is attracting attention as 
the market heads into the busier Autumn 
period. The question for all considering 
a sale or a purchase is “is it a seller’s or 
buyer’s market?”. The answer is not  
clear-cut. 

While UK average house prices are a useful 
broad-brush indication of how the market 
is performing, they do not accurately 
reflect local markets. The dynamics of the 
residential market in one town may differ 
from another town just 10 or 20 miles down 
the road, not to mention the dynamics 
implied by national average data. 

https://twitter.com/ggilmorekf
http://www.knightfrankblog.com/global-briefing/
https://twitter.com/KFGlobalBrief
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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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“ 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
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UK PRIME COUNTRY HOUSE MARKET 
SUMMER 2015
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Q2 2015

Prime Country Review 
Summer 2015

The Wealth Report 
2015

Important Notice 
© Knight Frank LLP 2015 – 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.

Demand in prime central London was 
unsurprisingly restrained in August.

It is typically one of the quieter months of 
the year, however this seasonal trend was 
compounded by the fact buyers have been 
coming to terms with higher stamp duty and 
uncertainty in global financial markets.

The uncertainty caused by China’s currency 
devaluation is examined in the Macro View on 
page 2, however the effect on the prime central 
London property market has been twofold.

One the one hand, it has caused some buyers 
to postpone decision-making until there is a 
greater sense of certainty.

On the other, there is evidence Chinese buyers 
have stepped up their interest in ‘safe haven’ 
global property markets like London and are 
increasingly looking for homes in ‘golden 
postcode’ neighbourhoods like Mayfair, 
although it is too early to discern any impact on 
transaction levels.

Against this backdrop, annual price growth 
fell to 1.7% in August, the lowest rate since 
November 2009, eight months after the market 
had bounced back from its post-Lehman 
Brothers low point.

Prices were flat compared to July and rose 
0.8% over the last three-month period.

However, annual growth is largely flat at 0.4% 
when the newer prime central London markets 
of Islington, Riverside, City & Fringe and 
Southbank are removed, which shows how 
the events of the last 12 months have had a 
greater impact on longer-established higher-
value prime central London markets.

The uncertainty has also had an impact on 
sales volumes though transactions have begun 
to pick up again since December’s surprise 
increase in the rate of stamp duty for properties 
worth more than £1.1 million, as figure 2 
shows. 

In the run-up to the election between January 
and April, transactions excluding new-build 
properties were down by an average of 
-48% compared to a strong 2014 but the 
gap narrowed to -20% in the three months 
between May and July.

The seasonal nature of the market dictates 
buyers will become more active in the autumn 
and a greater sense of normality will return to 
the market, which will also be driven by the fact 
vendors are lining up new properties for sale.

AUGUST 2015
Stamp duty rise and China uncertainty gave 
some buyers pause for thought

Annual price growth of 1.7% was the 
lowest in more than five years

Annual growth is 0.4% in longer- 
established prime central London 
markets

Sales volumes were down by a fifth in the 
three months to July compared to 2014

An increase in stock lined up for sale 
this autumn will spur fresh demand

Macro View: Chinese currency and stock 
market nerves

TOM BILL 
Head of London Residential Research 

“Annual growth is largely flat at 
0.4% when the newer prime 
central London markets of 
Islington, Riverside, City & 
Fringe and Southbank are 
removed” 
Follow Tom at @TomBill_KF

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

A SUBDUED SUMMER IN PRIME 
CENTRAL LONDON
Buyers have been in restrained mood as they digest a rise in stamp duty 
and global economic events this summer, though activity is slowly rising, 
says Tom Bill
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PRIME CENTRAL
LONDON SALES INDEX

FIGURE 1 
Price growth in prime central London

Source: Knight Frank Residential Research
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FIGURE 2 
Sales volumes in prime central London 
(Rebased to 100, 3-month rolling average)
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Sales Index - Aug 2015

One factor which is not disputed is that 
there is shortage of stock on the market. 
RICS, which monitors surveyors around 
the country, reports that the level of stock 
available for sale fell to a new low in 
August. There is some expectation that  
this may pick up in the Autumn period,  
but this lack of supply coming into the 
market may be exerting upwards pressure 
on prices.

Prime markets 

The pace of growth in the prime central 
London market has eased in recent 
months, but trends across this relatively 
small market are still distinct as the map 
shows. The top end of the London market 
is still adjusting to the changes to stamp 
duty introduced in December last year, and 
this theme is examined in more detail in the 
latest London Residential Review and in the 
Super-Prime London Report.

Source: Knight Frank Research / Macrobond
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The prime country market also reveals 
the localised nature of the market, with 
average prime country home prices up 
2.3% on the year to the end of Q2, but 
some markets are showing much higher 
growth, such as Winchester with 6.3% 
annual growth, Bristol with 5.3% growth 
and Bath with 5.1%. 

Rental market 
Prime central London rents rose 2.5% 
in the year to August, but again, even 
the relatively small prime central London 
market is localised, with rents in Kensington 
up 4.3% year on year, compared to a 1.1% 
decline in Knightsbridge. 

Across the UK, rents rose by 2.5% in 
the year to the end of June, although 
mainstream rents across Greater London 
rose 3.8%, according to the ONS. There 
is more on UK rental trends in the latest 
Private Rented Sector Update. 

Price growth in prime central London 
by area in the year to August 2015 

Stock levels fall to record low 
Average stocks of homes on agents’ books (RICS) 
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