
DEMAND PICKS UP BUT TAX 
CONTINUES TO LIMIT GROWTH
The prime market continues to be constrained by LBTT, but there  
are encouraging signs that activity is picking up

Key facts for  
Q1 2017
Prime Scottish house prices were 
unchanged between January and 
March 2017

On an annual basis prices fell by 
1.2%

The top end of the market continues 
to adjust to higher purchase taxes

Over 19,000 transactions have 
been liable for the 3% ADS since its 
implementation in April 2016
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“ Tax remains a key driver 
of the prime market and 
continues to keep a check  
on price growth, but there  
are signs that buyer 
confidence is picking up 
with a notable rise in both 
enquiries and viewings.”

Follow Oliver at @oliverknightkf

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

Prime country house prices in Scotland 
were unchanged over the first three 
months of 2017, according to the latest 
research from Knight Frank. On an 
annual basis, however, prices fell slightly, 
dropping by 1.2%.

As we’ve noted in previous updates, 
the top end of the market in Scotland 
continues to adjust to higher rates of 
property taxation with Land and Buildings 
Transaction Tax (LBTT) subduing activity.

But while higher taxes have acted as  
a constraint on the prime market, there  
are signs that confidence is strengthening.

Knight Frank figures show an 11% 
increase in the volume of new buyer 
enquiries over the year to March 2017 
compared with the same period a year 
previously. Viewings were 32% higher over 
the same timeframe.

This has not, however, been matched on 
the supply side, with 10% fewer properties 
for sale with a value above £750,000 at 
the end of March compared with the same 
time in 2016 and 7% fewer than in 2015.

But as Ran Morgan, Head of Scotland 
Residential Sales, notes: “There is a 
feeling of cautious optimism among 
buyers so far this year.

“Properties within commuting distance 
of city hubs continue to generate a good 
level of interest from both local buyers 
and those looking to upsize or downsize 
from south of the border, particularly if 
they have been priced competitively.”

The introduction of the 3% Additional 
Dwelling Supplement (ADS) in April 
2016 has served to make buyers even 
more price conscious. Statistics from 
Revenue Scotland reveal that over 19,000 
transactions have been liable for ADS 
since its implementation, contributing over 
£80 million towards total LBTT receipts.

Buyer sentiment is expected to remain 
sensitive as the year progresses - partly 
driven by the fresh uncertainty regarding  
a second independence referendum 
- something which has been reflected in 
our House Price Sentiment Index for 
Scotland (figure 2).

Source: Knight Frank ResearchSource: Knight Frank Research
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Scotland: House price sentiment
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Prime Scotland price change 
Annual and quarterly price growth
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Important Notice 
© Knight Frank LLP 2017 – 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.

Knight Frank Prime Scottish Property Index Q1 2017

Cottage Farmhouse Small country 
house

Large country 
house

Average

3 month 0.0% 0.1% 0.0% -0.1% 0.0%

6 month 0.0% 0.0% -0.5% -0.7% -0.4%

1 year 0.0% -0.8% -1.3% -1.6% -1.2%

Source: Knight Frank Research
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UK Residential Market 
Update - Mar 2017

Economic and housing  
market overview 
This month’s Budget made little mention 
of housing. This was perhaps less 
surprising given the recent Government 
Housing White Paper, which laid out the 
Government’s ideas on how to address the 
pressing issue of boosting supply across the 
country. The likelihood is that the outcome 
of this White Paper, which is essentially a 
consultation document, will be shared at the 
Budget in the Autumn. 

However, the recent Budget did highlight 
some of the assumptions the Office for 
Budget Responsibility (OBR) is making 
about the future direction of travel in the 
housing market, which in turn serve as 
the basis for policy decisions. The OBR 

RESIDENTIAL RESEARCH

UK RESIDENTIAL 
MARKET UPDATE

“ The House Price Sentiment 
Index remained in positive 
territory in March, meaning 
households perceived 
the value of their home 
rose over the course of 
the month, and that they 
expect the value of their 
home to continue to rise in 
the next 12 months.”
Follow Gráinne at @ggilmorekf

For the latest news, views and analysis  
on the world of prime property, visit our 
blog or follow @KFIntelligence

GRÁINNE GILMORE 
Head of UK Residential Research

LOOKING TO THE FUTURE 
House prices ticked up in February in both the wider UK market and  
in prime central London. Meanwhile, the Office for Budget Responsibility 
laid out its outlook for the market in the years to come.

Key facts March 2017
Average UK house prices rose by 
0.4% in February, taking the annual 
increase to 4.5%

Prime Central London prices rose by 
0.1% in February, taking the annual 
change to -6.6%, amid recovering 
transaction levels

Prime Country home prices were 
broadly flat in 2016, but with areas 
of outperformance, for example, 
Winchester (5.8%) and Exeter (5.2%)

UK households’ sentiment on house 
prices held steady in March 

expects that average UK price growth will 
slow to around 4% next year and will then 
remain at this level for the next three years.

At present, price growth is at around 4.5% 
in February according to the Nationwide. 
The ONS measure of house prices shows 
6.4% growth in the year to January. 

In terms of transactions, the OBR expects 
a gradual rise in the number of property 
sales in the coming years, but does not  
see the market returning to pre-crisis levels 
of activity by 2021. 

Meanwhile, during the month, house price 
sentiment remained broadly steady, with 
both the current and future readings above 
50. This means that households across the 
UK perceive that the value of their home 
rose during the month, and that they expect 

Annual change in UK house prices

Source: Knight Frank Research/Nationwide 

OBR housing transaction forecasts

Source: Knight Frank Research/HMRC/OBR
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The Rural Report - 
Autumn 2016

The Wealth Report 
2017

£1 million-plus market
The volume of £1 million-plus sales in  
Scotland fell by 19% in 2016 compared  
with the previous year, according to  
the latest statistics from the Registers  
of Scotland.

However, while the headline figures 
suggest weaker market conditions, in this 
instance comparing 2016 with 2015 is not 
particularly instructive. LBTT changes in 
early 2015 resulted in a spike in £1m+  
home sales in the first quarter which 
distorted the market (figure 3).

Comparing 2016 to 2014 reveals that  
the market grew by 11%.

Edinburgh accounted for 57% of all  
£1 million-plus sales in 2016. Perhaps 
unsurprisingly, given weaker oil prices, 
Aberdeen City and Shire saw the biggest  
drop in sales compared with 2015 and  
2014 levels. Source: Knight Frank Research
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Scotland £1m+ sales
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