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PRIME SCOTTISH
PROPERTY INDEX
SCOTTISH COUNTRY HOUSE
PRICES UNCHANGED IN Q3
Demand for Scottish country houses has remained strong so far this
year. Oliver Knight analyses the latest figures.

Key facts for
Q3 2014
Prime Scottish country house
prices were unchanged between
July and September
Annual growth in the market slowed
to 1.4%
Demand has remained strong so far
this year. The number of potential
new buyers registering with Knight
Frank is 25% higher year-on-year
Web searches for Scottish property
were 22% higher in September
2014 compared to the same month
last year

Scottish country house values were
unchanged between July and September
2014 as concerns over the result of the
independence referendum curtailed
price growth.

“The certainty provided by last month’s
‘No’ vote will allow the property market to
return to more normal trading conditions.
Already we have noticed interest and
activity starting to pick up.

As a result, annual growth slowed to its
lowest level so far this year at 1.4%.

“We expect to see an increase in the
number of prime country homes coming
to the market in light of the result of
the referendum, as well as a rise in the
number of sales.”

According to web search data from
Knight Frank’s global property website,
statistics shows that over the two months
prior to the referendum the number of
individuals searching for prime property in
Scotland (excluding Edinburgh) declined
month-on-month (figure 1).
However, web traffic rallied in September
– interest in Scottish property was
likely boosted by the widespread media
coverage at the start of the month, as well
as the eventual result of the referendum.
The number of people searching for
property in Scotland on Knight Frank’s
website in September was 17.4% higher
compared to August and 22% higher than
the corresponding month last year.

Demand for Scottish country houses has
remained strong in 2014. The number of
potential buyers registering with Knight
Frank was 25% higher over the year to
September than the same time last year
and viewings have risen over the same
time by 25.5%.

Ran Morgan, head of Knight Frank’s
Scottish residential department, said:

However, there are further challenges
for the prime Scottish property market
ahead. From April 2015, Stamp Duty for
Scottish residential and non-residential
property sales (SDLT) will be replaced by
a new Land and Buildings Transaction Tax
(LBTT), which will be administered and
collected within Scotland (see overleaf).
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NEW RATES FOR SCOTTISH LAND AND
BUILDING TRANSACTION TAX ANNOUNCED

Based on the rates announced, which
will come into force in April 2015,
buyers purchasing a home worth up
to £320,000 will see their stamp duty
payments reduced under the new Land
and Building Transaction Tax (LBTT),
benefitting many first-time buyers and
second-steppers.
However policymakers should consider
how the impact of higher charges for
homes worth £320,000 may affect the
market. Many buyers in Edinburgh,
Aberdeen and other rural locations within
commuting distance of key employment
hubs, where prices for larger family
houses tend to be higher, will see a
sharp rise in the up-front cost of moving,
which is likely to weigh on activity after
the new rates are introduced.
Under the current system, a house
costing £500,000 will incur a stamp duty
payment of £15,000, whereas the upfront
costs under the new LBTT system for the
same property will be nearly double at
£27,300.
Homes worth £250k+ accounted for 72%
of the total £215m stamp duty take in

Scotland last year, and policymakers may
need to consider allowing some room for
manoeuvre on the new LBTT rates if they
find that they are impacting on activity
at this end of the market. Policymakers
are expected to make £295 million from
the LBTT on residential properties in
2015-16, despite the fact they say 90%
of homebuyers will pay less duty.
Prior to the introduction of the new levy
in April, we expect to see an increase in
the number of prime sales and homes
coming to the market as both buyers and
vendors look to move before costs rise.
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Knight Frank welcomes the concept of
a progressive method of levying stamp
duty on residential property, but we
are concerned that levying penal rates
for higher value homes could reduce
transaction volumes, impede the efficient
use of property and weaken labour
market flexibility.
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EDINBURGH
CITY INDEX

PRIME COUNTRY
HOUSE INDEX
BACK TO BUSINESS AS USUAL
FOR CITY MARKET

TAX CONCERNS DAMPEN DEMAND
Prices rose for the seventh consecutive quarter between June and
September, but there are signs that the market is slowing. Oliver Knight
examines the latest figures.

Property prices in the Edinburgh City market rose for the fifth
consecutive quarter between June and September. Oliver Knight
examines the latest figures.

Results for Q3 2014
Low stock levels and high demand have
put upwards pressure on prices
Property prices in Edinburgh increased
by 1.3% between July and September
Annual growth currently stands at 4.9%
So far in 2014, transactions are 8%
higher than a year previously

Results for Q3 2014

It is evidence of just how resilient the
Edinburgh property market has been in
spite of the uncertainty surrounding the
outcome of September’s Referendum.
Agents reported activity only noticeably
slowed in the three week period before
the vote. Since the result was announced
activity has returned to more normal levels,
suggesting that at least for now it is back
to business as usual.
The “No” vote means there is now a
more certain environment for the property
market to function. It is expected that
this, combined with growing consumer
confidence, should act as a further boost
for the city’s already robust prime market.

Prime property values increased by 0.3%
in Q3 2014, the slowest rate of growth in
nearly two years
Annual price growth in the country house
market is 4.7%
The number of sales completed so far
this year is 8.4% higher than the same
period of 2013
But there are signs that momentum
is easing. The number of new buyers
registering fell by 9%

Edward Douglas-Home, head of Edinburgh
City sales, said: “While the flurry of
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An increase in prices, prospective
buyers, viewings and exchanges...
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“The rising number of
exchanges suggests that
underlying demand has
remained strong.”
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Prime town and city markets across the
UK have benefited from rising demand
from those relocating from London and
downsizers and price changes in urban
locations have reflected this. Growth of
1.3% was seen in the three months to the
end of September, while annual growth
totalled 8.9%.

Ups and downs in the prime
country market
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Price growth over the last quarter was
strongest in the South West, at 1%,
followed by Yorkshire and the Humber.
On an annual basis, prime homes in
these areas have risen by 7.7% and
5.1% respectively.
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Any further property tax would come on
top of the large contribution purchasers
of high value property already make in
the form of stamp duty. Data for the
2013/14 tax year shows that across
England & Wales over £1bn of stamp
duty revenue, of the total £6.4bn annual
tax take, was collected from the £2
million-plus price bracket alone.
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the world of prime property, visit Global
Briefing or @kfglobalbrief

6%

19.0%

2.0%

introduction of a “mansion tax” on
properties worth more than £2 million
after next May’s general election are
becoming more widespread among both
prospective buyers and vendors.
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Despite these concerns, there hasn’t been
a noticeable impact on sales volumes and
the total number of exchanges completed
so far this year was 8.4% higher than
the corresponding period last year. The
rising number of exchanges suggests that
underlying demand has remained strong.

Quarterly and annual price change

Year-on-year change in 2014 to date

“The temporary slowdown in
market activity in the weeks
before the Scottish Referendum
has had a minimal effect on
pricing in Edinburgh’s prime
property market.”

Prime property values increased by just
0.3% in the third quarter of 2014 while
annual growth also slowed, to 4.7%.

Anecdotal evidence would suggest
that concerns surrounding the possible

continued overleaf...
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Edinburgh quarterly price change

Concerns over the introduction of a
mansion tax, an impending interest
rate rise and tighter mortgage lending
meant that quarterly price growth in the
country house market slowed to its lowest
level in almost two years between June
and September.

However, there are signs that this
momentum is easing. While the number of
property viewings was fairly steady during
the three months to the end of September
compared to the same period last
year, the number of prospective buyers
registering their interest in buying a prime
country home fell by 9%.

Prices for properties in the South of
Edinburgh rose at the strongest level in
Q3 as a result of a lack of stock, followed
by homes in the New Town and West End,
which grew in value by 1.2% over the
same period.
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MIND THE
‘PRICE’ GAP

A snapshot of stock levels at the end of
September reveals that there were 27%
fewer properties available for sale than
at the same time last year. However,
applicant numbers were 19% higher
in 2014 to date compared to 2013 and
viewings increased by 1% over the
same time.

Five consecutive quarters of price growth
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TOWN AND CITY LIVING:
PRIME URBAN V PRIME RURAL

Low stock levels and high demand – two
characteristics which have typified the
Edinburgh market so far this year – have
put upwards pressure on prices, which
increased by 1.3% between June and
September and are 4.9% higher on an
annual basis.

This increased demand has translated into
a jump in the number of sales completed
so far this year, with transactions 8%
higher in 2014 year-on-year.
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A temporary slowdown in market activity
in the weeks immediately preceding the
Scottish Referendum last month has had
a minimal effect on pricing in Edinburgh’s
prime property market.
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