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Decline in UK house prices reverses in
October but activity remains subdued

There was an end to house price
declines in October, although this was
perhaps a consequence of weak activity
rather than a reversal of fortunes for
the sector.

Halifax said average prices climbed
1.1% in October, breaking a run of six
consecutive falls. It took the annual
decline to -3.2%.

“Prospective sellers appear to be
taking a cautious attitude, leading to
a low supply of homes for sale. This
is likely to have strengthened prices
in the short-term, rather than prices
being driven by buyer demand, which

remains weak overall,” said Kim
Kinnaird, director, Halifax Mortgages.

Nationwide said UK house prices had
increased by 0.9% in October, which left
the annual rate of decline at -3.3%.

While sales volumes remain low, it is
wise not to over-interpret one month’s
data. A smaller sample size can affect
the result.

“The UK housing market is going
through a period of ‘price discovery’
as rates normalise after 14 years.
Uncertainty over what the Bank of
England does next, an approaching
general election, and the impact

Fig 1: Mortgage approvals hit lowest level since mini-Budget fallout
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of overseas military conflicts on
sentiment are protracting this process,”
said Tom Bill, head of UK residential
research at Knight Frank.

The 85,600 UK residential property
transactions in September 2023
represented a fall of 17% on September
last year.

Furthermore, there were 43,300
mortgage approvals in September,
down from 45,500 in August (see chart).

Although the Bank of England
(BoE) held interest rates at 5.25% for
a second consecutive month at the
start of November, demand remains
weak as buyers and sellers adapt to the
increased cost of borrowing.

With the BoE stating that UK GDP
growth is likely to be minimal next year
and the UK economy flatlining in Q3,
some say that UK interest rates have
peaked.

However, stretched borrowers are
unlikely to see immediate relief with
the BOE also reiterating that interest
rates will be held at their current level
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for some time in a bid to squeeze
inflation out of the system.

The latest wage data published
by ONS covering the three months
to September reinforces this. Wages
grew by 7.7% in the period, down from
7.8% the month before and in line with
economists’ expectations. However,
this is still one of the fastest rates on
record. It is also the third consecutive
month that pay has risen faster than
inflation and reason enough for the BoE

PRIME LONDON SALES

Activity in prime central and outer
London this October was similar to
the same month in 2022, a moment
of high uncertainty after the mini-
Budget caused a spike in rates

and the widespread withdrawal of
mortgage products.

The number of new prospective
buyers registering in London was
only 1.2% higher, exchanges were
2.2% higher and the number of
viewings was 1.4% lower.

A greater proportion of cash
buyers and higher levels of housing
equity help protect prime London
markets to some degree, but they
have less effect on overall sentiment,
which remains weak.

Average prices in prime central
London fell 1.6% in the YTD.

- tasked with bringing inflation down to

2% - to hold rates where they are.
However, there are some signs of
strain as borrowers continue to roll off

their fixed-rate mortgages on to more
expensive deals.

There were 87,930 homeowner
mortgages in arrears in Q3 2023,
7% more than the previous quarter,
according to UK Finance. The number
is still low by recent historical
standards.

PRIME LONDON LETTINGS
Normality appeared on the horizon
in the prime London rental market in
October.

High demand and low supply
have pushed up rental values at
unprecedented rates over the last
two years, but the financial pain for
tenants is reducing as the market
re-balances.

This is happening slowly.

Average rents in prime central
(9.6%) and outer London (8.3%) both
grew by less than 10% in the year to
October, the first time the annual
rate has been in single digits since
September 2021.

Furthermore, there was no
monthly change to average rents
in either market, the first time they
have been flat since April 2021.
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Central London is proving resilient but not immune

COUNTRY MARKET

Sentiment will improve in the
Country market if rates have indeed
peaked, but for now sales volumes
remain under pressure.

The size of the gulf between
buyers and sellers in relation to price
expectations means fewer deals are
happening than a year ago.

Buyers want to pay less in a falling
market and sellers still expect last
year’s prices.

While urban are proving resilient,
the escape to the country trend that
drove rural activity has weakened as
the return to the office has taken hold.

Offers made were down by 13% in
October in the UK (outside London)
versus the five-year average, and
exchanges by more than a third
(34%).

PRICE CHANGE

3-months to Annual 3-months to Annual
October 2023 Q32023
PCL sales v v Prime Country House Index ¥ v
POL sales Al -0.7% v Edinburgh City Index v jm
PCL lettings v v Prime Scottish Index v v
POL lettings v v
Source: Knight Frank Research
Got a question? Do get in touch, and
you can sign up for more analysis at
knightfrank.com/research.
Chris Druce Tom Bill
SIGN UP ONLINE Senior Research Analyst Head of UK Residential Research
+44 20 78615102 +44 20 78611492
chris.druce@knightfrank.com tom.bill@knightfrank.com

P9 Knight
D 4 Frank

© Knight Frank LLP 2023. This document has been provided for general information only and must not 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 document, Knight Frank LLP does

not owe a duty of care to any person in respect of the contents of this document, and does not accept any responsibility or liability whatsoever for any
loss or damage resultant from any use of, reliance on or reference to the contents of this document. The content of this document does not necessarily
represent the views of Knight Frank LLP in relation to any particular properties or projects. This document must not be amended in any way, whether

to change its content, to remove this notice or any Knight Frank LLP insignia, or otherwise. Reproduction of this document in whole or in part is not
permitted without the prior written approval of Knight Frank LLP to the form and content within which it appears.


https://www.knightfrank.com/research
https://www.knightfrank.com/research

