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SCOTTISH COUNTRY
HOUSE INDEX
SLIGHT DIP IN PRIME VALUES
IN 2016
Key facts for
Q4 2016
Prices fell by 0.4% between October
and December
On an annual basis, prime prices are
1.1% lower
LBTT continues to be the biggest
barrier for buyers, while ‘Brexit’ has
added to a climate of uncertainty
Despite this, Knight Frank sales
volumes in the year to November were
equal to the same period last year and
12% higher than in 2014

It has been a year of adjustment for Scotland’s prime market with
further changes to property taxation and wider economic uncertainty
factored into pricing although activity levels remain robust
Prime Scottish country house prices fell by
1.1% in 2016, following a 0.4% decline in
the final three months of the year.

political uncertainty also appear to be
abating,” Ran Morgan, Head of Scotland
Residential, said.

The slight annual fall comes as prices
continue to adjust to higher purchase costs
following changes to property taxation in
both April 2015 and 2016.

Prices remain more than 20% below the
previous peak of the market in 2007,
according to our index. Combined with
currency fluctuations and higher capital
values elsewhere in the UK this can make
prime Scottish property look relatively
good value.

The recent vote to leave the European
Union, meanwhile, has added to a wider
climate of uncertainty, although its impact
on the market has been limited so far.
Indeed, the number of transactions
completed by Knight Frank in the first
eleven months of the year was equal to
that of 2015 and 12% higher compared
with 2014.

“The recent weakness of the pound has
made the estates market more compelling
for international investors. Concerns over

Larger income generating estates with
land are expected to attract the highest
level of interest, as are smaller country
homes within commuting distance of large
cities. However, sensible pricing remains
key, especially for properties valued
between £600,000 and £1 million which are
especially sensitive to the higher rates of
Land and Buildings Transaction Tax (LBTT).

FIGURE 1

FIGURE 2

Prime Scotland price change

Prices continue to adjust

Annual and quarterly price growth

Annual price change, by value

There was also an 8% increase in the
volume of new buyer enquiries over
the same period and a 19% increase in
viewings, suggesting that confidence is
starting to pick up.
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“Tax continues to be the
primary driver of the prime
market in Scotland, but the
UK’s vote to leave the EU
has added another layer of
complexity to the market.”
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“In spite of the wider political and economic
uncertainty, and the potential for further
changes to the way rural property is
owned and managed from the Scottish
Government, we expect to see a similar
level of activity in 2017,” Ran added.

-2.5%

Source: Knight Frank Research

£3m+

PRIME SCOTTISH PROPERTY INDEX Q4 2016

Knight Frank Prime Scottish Property Index Q4 2016
Cottage

Farmhouse

Small country
house

Large country
house

Average

3 month

0.0%

-0.1%

-0.5%

-0.7%

-0.4%

6 month

0.0%

-0.4%

-0.8%

-1.1%

-0.8%

1 year

0.0%

-0.8%

-1.1%

-1.6%

-1.1%

Source: Knight Frank Research

RESIDENTIAL RESEARCH
Oliver Knight
Associate
+44 20 7861 5134
oliver.knight@knightfrank.com
SCOTLAND SALES
Ran Morgan
+44 13 1222 9600
ran.morgan@knightfrank.com
PRESS OFFICE
Jamie Obertelli
+44 20 7861 1104
jamie.obertelli@knightfrank.com

RECENT MARKET-LEADING RESEARCH PUBLICATIONS
PRIME CENTRAL
LONDON SALES INDEX

STOCK LEVELS DROP BUT
DEMAND PICKS-UP

Edward Douglas-Home, Head of Edinburgh
City Sales, said: “The pick-up in activity we
have seen in recent months has not been
matched by an increase in the number of
new homes coming to the market, resulting
in a growing imbalance between supply
and demand, especially in the city centre.

Source: Knight Frank Research

Edinburgh City Index
- Q3 2016

There was a 22% increase in new
tenant registrations and a 13% rise
in viewings in Q3, compared with
Q3 2015
Rental volumes are expected to rise
over the autumn and winter
The number of super-prime properties
placed on the market between July
and September was 81% higher
year-on-year

This pick-up in rental growth reversed
the trend seen in recent quarters, despite
some of the wider economic uncertainty
surrounding the Brexit vote.
Annual rental growth also remains positive,
albeit largely unchanged, at 0.5%.
However, these headline figures do mask
variations within the market. Activity has
been more robust in lower price brackets,
something which is reflected by stronger
rental growth for smaller properties, as
shown in figure 2.
Above this level, for larger properties, rising
stock volumes have kept a lid on growth.
The number of new super-prime rental
properties with an asking rent above
£15,000 per month placed on the market
across the Home Counties in the three
months to September 2016 increased by
81% versus 2015.
Supply at the top end has been boosted
by an increase in the number of vendors

Prime values fell marginally between July and September, the second
consecutive quarter prices have declined.

deciding to rent out their property due
to weaker conditions in the prime
sales markets.
As a result, at this level of the market
the balance of power remains tipped
in favour of tenants. In some cases,
landlords have had to be flexible in terms
of negotiations around rents in order to
minimise void periods.
This has contributed to an increase in
the number of super-prime tenancies
being agreed so far this year compared
with 2015.
Agents note that demand has also grown
among “try-before-you-buy” tenants
opting to rent before purchase, especially
given increased levels of stamp duty in
the sales market.

Key headlines from
Q3 2016
Prime property prices have fallen by
0.1% in the three months following
the UK’s vote to leave the EU
On an annual basis prices are
0.5% higher
More moderate price growth is largely
a result of recent stamp duty
increases in December 2014 and
April 2016
The number of Londoners buying
property in the Home Counties was
43% higher so far in 2016 compared
to 2015

Prime property prices were largely
unchanged in the third quarter, falling by
0.1% over the three months to the end
of September.

However, our sales agents note that sensible
pricing remains key, especially for properties
valued above £1.5 million where the highest
rate of stamp duty applies.

On an annual basis, growth remains positive
at 0.5% – compared to the 1.8% dip seen
in the prime London residential market –
but notably slower than the peak of 5.2%
in 2014. This moderation in price growth
is largely a result of recent stamp duty
increases being factored in to asking prices
and offers.

The strongest markets continue to be affluent
towns and cities which have outperformed their
more rural counterparts, although the differential
has narrowed in the last 6 to 12 months.

While the headline figures suggest that the
market has been relatively subdued, activity
has remained resilient in the wake of the
UK’s vote to leave the EU, with some leading
indicators of activity remaining strong.

The number of new prospective tenants
increased by 22% in the third quarter
compared with the previous year and
there was a 13% increase in viewings.

A 13% increase in new instructions between
July and August compared with the same
period of 2015, for example, means that
stock levels across the prime market have
started to tick up, an early sign that vendors,
many of whom had delayed putting their
homes on the market as a result of the
referendum, are returning to the fray.

As a result, there is an expectation that
rental volumes will rise in the coming
autumn and winter months.

There was also a 7% increase in the number
of properties going “under offer” over the
same time.
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Prime urban markets benefit from good schools
and amenities as well as excellent transport
links to London, which make them among the
first port of call for buyers from the capital.
Our figures show a 43% increase in the number
of sales to Londoners in the Home Counties in
the first nine months of 2016 compared with
the same period the previous year.
We will continue to keep a close watch on key
market indicators in the coming months to
assess any potential longer-term impacts of
the referendum result.
FIGURE 2

Price change

Prime country stock levels picking up

Annual and quarterly change in prime country
property values
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“While the headline figures
suggest that the market has
been relatively subdued,
activity has remained resilient
in the wake of the UK’s vote
to leave the EU.”
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Average values for properties in urban
locations have risen by nearly 2% annually
and are around 5% above the previous market
peak. In comparison, annual price growth for
rural properties was 0.5% and remains 12%
below peak levels.
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Annual rental growth also stands
at 0.5%

Prime rental values across the Home
Counties increased by 0.5% between
July and September, according to Knight
Frank’s rental index for the area.
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Average prices fell in the year to November by
-4.8%. Our expectation is that 2016 as a whole
will see prices fall by -6%, with an anticipated
decline of -7% in prime central London West
partially offset by growth of 1% in prime central
London East (an area that comprises our City
& Fringe, Islington, King’s Cross, Tower Bridge
and Riverside market areas). Our latest forecast
points to a levelling-out across the prime central
London market in 2017 with an expectation that
prices will be flat through the year.

Prime rents across the Home
Counties increased by 0.5% between
July and September

Three months to November 2016 versus the same
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The number of viewings rose 42% year-on-year
in the three months to the end of November. In
a sign that market power has shifted in favour
of buyers, the average number of viewings per
transaction has risen by over 50% compared to
a year earlier.

Results for Q3 2016

Leading indicators of demand strengthen

Price growth in prime central London

“The ratio between achieved
and asking prices has
narrowed slightly since the
summer, as the aspirations
of vendors and purchasers
become more closely aligned”
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Anecdotally, there is a sizeable element of pentup demand and there was a 23% year-on-year
increase in the number of new prospective
buyer registrations in the three months to the
end of November, which compares to a decline
of -6.3% in the first six months of the year.

A two-tier market is emerging across the Home Counties, with a
sharp increase in the number of super-prime properties above
£15,000 per month available for rent
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This trend is underlined by the fact the ratio
between achieved and asking prices has
narrowed slightly since the summer, as the
aspirations of vendors and purchasers become
more closely aligned. Asking prices averaged
91% of achieved prices in October, from a 2016
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This adjustment comes on the back of overdue
asking price reductions which, as we have
noted in previous updates, have in some
cases been prompted by the wider political
uncertainty generated by the EU referendum
result.
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Index of available residential properties in the
Edinburgh market (100 = April 2013)
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Macro View: The Autumn Statement

Volumes across the whole market in the three
months to the end of November were generally
down by approximately -25% compared to the
same period in 2015. This decline represents an
improvement on like-for-like falls of up to 40%
between May and July this year.

Dec-15

Annual and quarterly price growth
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Annual growth was -4.8% in November
and prices forecast to be flat in 2017
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Edinburgh prime stock levels falling
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The average number of viewings per
transaction has risen by over 50%

low of 88% in July, LonRes data shows.

POSITIVE SIGNS DESPITE
PRICE MODERATION

TWO-TIER MARKET EMERGES

FIGURE 1

FIGURE 1

Edinburgh recent price movements
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“Both new buyer registrations
and property viewings
increased during the quarter
compared with last year which
suggests that underlying
demand remains strong.”

Prices in the New Town and West End
areas of the city, where anecdotally
demand has been highest, have risen
by 3% over the last year, outperforming
the wider Edinburgh prime market. In
comparison, towards the west of the city
– in areas such as Blackhall and Barnton –
price growth has been more muted,
at 0.2%.

There was a 23% increase in the
number of new prospective buyers in
the same period

Aug-16

But despite a pick-up in buyer activity,
there remains some hesitation on the part
of vendors. Stock levels were 6% lower
in September than at the same point last
year and 24% below where they were in
September 2014.

“While buyers remain price sensitive as a
result of higher purchase taxes, the scarcity
of properties for sale has, in some cases,
resulted in competition for the best homes
in central neighbourhoods – something we
expect to continue as we head into the
traditionally busier autumn market.”

November 2016
The sharp decline in transaction volumes
seen in the summer has eased

Nov-15

Our analysis shows that the volume of
new buyer registrations in the three months
following the referendum increased by
13% compared with the same period of
2015. Meanwhile, the number of viewings
was more than 4% higher over the same
timeframe which suggests that the underlying
demand for homes in the city remains strong.

The upwards momentum in the number of viewings and new prospective
buyers continues as prices re-align, says Tom Bill
Despite ongoing uncertainty surrounding the
UK’s decision to leave the European Union,
transaction volumes have stabilized since the
summer in response to a re-basing of asking
prices as the market adjusts to current stamp
duty rates.

May-16

‘Brexit’ has added another layer of
complexity to a market adjusting to two
major tax changes within the last 18
months. However, it is important not to
overstate the impact of the vote.

Jan-16

Prices in the New Town and West End
have risen by 3% over the last year

The recent slowing of prices was due in
part to the seasonal summer lull, although
this was intensified this year as a result of
uncertainty caused by the UK’s vote to
leave the European Union.

Oct-14

The number of new buyers registering
their interest in buying a property
increased 13% in Q3 compared to
last year

As a result, transaction volumes so far in
2016 have fallen slightly behind where they
were at the corresponding point of last
year, although they still remain high on a
historical basis.

Jan-15

On an annual basis prices have risen
by 1.6%

Property prices in Edinburgh remained
unchanged between July and September
taking the annual change in prime values
to 1.6%, according to the latest index from
Knight Frank.

Jan-14

Quarterly price growth in Edinburgh
was unchanged between July
and September

Oct-13

Results for Q3 2016
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MORE REALISTIC PRICING IN PRIME
CENTRAL LONDON

A growing imbalance between supply and demand is a key driver
of pricing in the Edinburgh market.
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Average UK house prices remained
unchanged in October, but the market
continues to operate at different speeds
across the country, as shown in the
chart below.

Prices in prime central London are
down 2.3% on the year, after a 0.4%
decline in October

Annual % change

REGIONAL FOCUS

UK Prime Country
Review - Winter 2016

The Rural Report Autumn 2016

Knight Frank Research Reports are available at KnightFrank.com/Research
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Average UK rents rose by 2.3%
in the year to September, with an
average rise of 2.5% across England
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Average rents in prime central
London are down by 4.9% annually,
but activity rises as tenancies agreed
climb 25% year-on-year
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Households across the UK expect that
the value of property will rise over the
next 12 months, according to the latest
Knight Frank/IHS Markit House Price
Sentiment Index, although the outlook
is also dependent on location, with
households in the East of England
expecting the strongest rise in prices
between now and November 2017.

Head of UK Residential Research

Property markets
Our latest research and analysis

Economic and housing
market overview

UK house prices remained
unchanged in October, resulting
in annual growth of 4.6%, according
to Nationwide

GRÁINNE GILMORE

Issues and insights
Challenges and opportunities for landowners

Working for you
Adding value for our clients

10th Edition

As the surprise result from the US election is absorbed, all eyes in the
UK are turning towards the Autumn Statement. This is the Chancellor’s
first real opportunity to spell out his plans for the UK economy since
coming into office in the wake of the UK’s vote to leave the EU
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“New-build completions
and overall net additions
rose in 2015/16,
moving closer to the
200,000 target set by
the Government.”
Follow Gráinne at @ggilmorekf
For the latest news, views and analysis
on the world of prime property, visit
Global Briefing or @kfglobalbrief

However, much now rests on the message
sent out by Philip Hammond, in his
first big set piece as Chancellor – the
Autumn Statement on November 23rd.
Mr Hammond has emphasised that the
public debt is “eye-watering” and that
the economy must be in good shape to
deal with Brexit, however he is unlikely
to try to balance the UK’s books by 2020,
which was one of his predecessor’s
initial pledges.
Of particular interest to those involved in
the housing market will be the release of
the Housing White Paper, expected to be
published around the time of the Autumn
Statement. This White Paper, which will

be opened for consultation, will contain
the plans of Gavin Barwell, the housing
minister, and the DCLG on how to address
the housing shortage across the UK. It is
expected to underpin support for smaller
house builders and encourage investment
in modular building techniques.
There is also likely to be further details
on policies around new development,
many of which have been uncertain for
a year or more, such as Starter Homes –
which were announced by the then Prime
Minister in late 2014. The Starter Homes
scheme would allow private homes to
be sold at a 20% discount – a discount
which would remain in place for five years.
However the detail of the policy has still
not been confirmed.
One area of positivity for the Chancellor is
the latest housing data, showing a rise in
the net supply of new housing across the
UK in the year to April. As the chart on page
2 shows, new-build completions and overall
net additions (which includes conversions
and change of use) rose in 2015/16, moving
closer to the 200,000 target set by the
Government. However, household growth
forecasts, and other policy experts say
that well over 200,000 new homes a year
are needed to meet the current shortfall in
housing supply.

Household sentiment remains positive
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