
ACTIVITY AND PRICES BOOSTED 
BY POLITICAL CLARITY
An increase in demand for prime property between September and 
December ensured a strong end to 2014, both in terms of prices and 
transactions. Oliver Knight examines the figures.

Key facts for  
Q4 2014
Prices rose by 1% during the 
fourth quarter of 2014

Prices rose 2.1% in 2014 
compared to 1.6% in 2013

Under the proposed new stamp 
duty rates the tax payable on a 
purchase of a £900,000 property 
will increase by 92%
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FIGURE 2 

Annual and quarterly price growth 
Scottish Prime Country House Prices
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“ The increase in activity can be 
attributed to increased certainty 
in the market since the result 
of the Referendum and the 
announcement of the proposed 
LBTT rates in October.”

Follow Oliver at @oliverknightkf

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

-5.0%

-4.0%

-3.0%

-2.0%

-1.0%

0.0%

1.0%

2.0%

3.0%

4.0%
QUARTERLY
ANNUAL

20132012 2014
Q3 Q4Q4 Q2Q1 Q3 Q4Q2Q1

Prime Scottish country house values 
rose by 1% in the final quarter of 2014 
following two quarters of no change. 
Prices ended the year up 2.1%, after a 
1.6% increase in 2013.

The rise in prices seen in Q4 came amid 
a notable step up in buyer demand, 
as shown in figure 1 below. This 
can be attributed to two key factors. 
Firstly, the market responded to the 
certainty provided by the result of the 
Referendum. After months of doubt 
about the outcome, buyers now feel 
more secure about making a decision to 
move house or purchase a property.

Secondly, the announcement of the 
proposed Land and Building Transaction 
Tax (LBTT) rates in October clarified 
how purchase taxes would change 
in April next year. The higher upfront 
cost of moving when LBTT comes into 
force, especially in the prime market, 
has prompted some homebuyers and 
vendors to make quick decisions.

Under the rates proposed in the 
incoming LBTT system, any sales above 
£254,000 will incur a higher rate of tax 
compared with the current stamp duty 
structure, introduced earlier this month 
at the Autumn Statement by George 
Osborne (figure 4). For properties in 
the prime market, the cost will be 
significantly higher.

The number of potential buyers 
registering their interest in purchasing 
a property with Knight Frank was 18% 
higher in Q4 than the same period a  
year ago, with a similar rise in viewings. 
Sales were over 50% higher during the 
same period.

We expect this trend will continue into 
the New Year, driven by a desire among 
vendors and homebuyers to move before 
the introduction of the new LBTT levy in 
four months’ time.

Under the current system, a house 
costing £900,000 will incur a stamp duty 

Source: Knight Frank Residential Research

FIGURE 1 

Rising demand 
Annual change, Scottish Prime Country House 
market (Q4 2014 on Q4 2013)
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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.

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

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.

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%.

Anecdotal evidence would suggest 
that concerns surrounding the possible 

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.

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.

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.

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%.

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.

Results for Q3 2014
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%

FIGURE 1 

Quarterly and annual price change 
(Q3 2012 - Q3 2014)

Source: Knight Frank Residential Research Source: Knight Frank Residential Research

FIGURE 2 

Ups and downs in the prime  
country market
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“ The rising number of 
exchanges suggests that 
underlying demand has 
remained strong.”

Follow Oliver at @oliverknightkf

For the latest news, views and analysis 
on the world of prime property, visit 
Global Briefing or @kfglobalbrief
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PRIME SCOTTISH PROPERTY INDEX Q4 2014

Knight Frank Prime Scottish Property Index Q4 2014

Cottage Farmhouse Small country 
house

Large country 
house

Average

3 month 0.0% 1.2% 0.9% 1.1% 1.0%

6 month 0.0% 1.2% 0.9% 1.1% 1.0%

1 year 2.9% 1.8% 2.2% 2.3% 2.1%

Source: Knight Frank Residential Research

FIGURE 4 

Tax on buying property: Current regime vs new LBTT
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payment of £35,000, whereas the upfront 
costs under the new LBTT system for  
the same property will be 92% higher  
at £67,300.

As a result of the stamp duty reforms 
announced during the Autumn Statement, 
by the time LBTT is introduced, 
homebuyers in Scotland will have had  
to adjust to three different tax systems  
within six months.

Ran Morgan, Head of Scotland 
Residential, said: “The announcement 
of the proposed Land and Buildings 

Transaction Tax rates in October 
has already encouraged vendors and 
homebuyers in the prime market to make 
quick decisions to avoid the increased  
tax burden.

“We expect this will continue and as  
a result are anticipating a busy start  
to 2015.

“In the country estates market, details  
of Land Reform proposals and CAP  
reform continue to emerge. Until these  
are finalised we expect the activity to 
remain subdued.”

“ By the time LBTT is 
introduced in April 
homebuyers will 
have had to adjust  
to three different  
tax systems within 
six months.”
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