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PRIME EDINBURGH
CITY INDEX Q3 2017
PRICES RISE AS ACTIVITY
PICKS UP
Annual price growth in Edinburgh rose to its highest level in three years
in September 2017.

Results for Q3 2017
Prices rose by 0.8% in the third quarter
and are 4.5% higher annually

The Edinburgh city market remained
buoyant between July and September with
prices rising by 0.8%. This builds on the
2.1% growth seen in the second quarter.
On an annual basis, prices are 4.5% higher.

Growth comes on the back of a
continued strengthening of demand,
with y-o-y increases in both new
buyer enquiries and property
viewings between January and August

This uptick in values comes on the back of
a continued strengthening of demand, with
our data showing a year-on-year increase
in both new buyer enquiries and property
viewings between January and August
2017, up by 21% and 16% respectively.

Some 17% of all transactions
completed by Knight Frank in 2017
were for properties above £1 million

Sales volumes rose by 3%, Knight Frank
data shows, with a notable pick-up at the
top end of the market. Indeed, some 17% of
all transactions completed by Knight Frank in
2017 were for properties worth more than £1
million, up from 10% for the corresponding
period last year and 6% in 2015. Overall,
though, data from the Registers of Scotland
shows that the top end of the market
remains constrained, in terms of sales
volumes, by the higher rates of Land and
Building Transactions Tax (LBTT).

There were 23% fewer homes listed
for sale in the third quarter of 2017
compared with 2016

OLIVER KNIGHT
Associate

“Pricing has been underpinned
by a shortage of properties for
sale relative to demand with
23% fewer homes listed for
sale in Q3 2017 compared
with the same period in 2016.”
Follow Oliver at @oliverknightkf
For the latest news, views and analysis
on the world of prime property, visit
Global Briefing or @kfglobalbrief

been achieved, reflecting the rising levels of
confidence among buyers in these markets.
Pricing has also been underpinned by a
shortage of properties for sale relative to
demand. Our analysis of listings data for
Edinburgh shows there were 23% fewer
homes listed for sale in the third quarter
of 2017 compared with the same period
in 2016.
As a result, there has been heightened
competition for best-in-class properties
launched onto the market at competitive
prices.
This has also contributed to a reduction
in the average time taken to sell a
property, with a 13% fall in time on the
market so far in 2017, compared with the
same period the previous year.

Demand has focussed on central areas such
as New Town, West End, Inverleith and
Stockbridge. Agents note that prices equal
to, or above, Home Report valuations have

There remain challenges for the market,
not least higher purchase costs as a result
of LBTT and uncertainty surrounding Brexit.
But the primary drivers of the city market,
which include schooling or a need to upsize
or downsize, remain unchanged and these
are expected to continue to drive turnover
through the final months of 2017.
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Edinburgh: Annual and quarterly prime
price growth

Edinburgh: Price change by value
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While the market remains price sensitive
following changes to purchase taxes in 2015
and 2016, demand has picked up
as asking prices have become more
closely aligned with buyer expectations.
Greater political certainty following the
General Election has also underpinned
confidence in the market with the prospect
of another referendum on Scottish
independence receding.

THE WEALTH REPORT 2017

Knight Frank data shows an 11%
year-on-year increase in the volume of
property viewings between January
and September 2017 and a 32%
increase in deal volumes

The strength of underlying demand can be
seen from Knight Frank data showing an 11%
year-on-year increase in the volume of
property viewings between January and
September 2017 and a 32% increase in
deal volumes.

A shortage of properties being listed
for sale remains one of the biggest
challenges to the market for the
remainder of the year

The latest data from the Registers of
Scotland, meanwhile, which covers the first
six months of 2017, shows an 18% increase
in the number of residential transactions with
a value higher than £425,000 compared with
2016, although this rise was driven mainly by
the market up to £750,000. Higher rates of
Land and Buildings Transaction Tax (LBTT)
continue to weigh on demand above this level
and are likely to continue to do so.
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UK interest rates held at 0.25% for
13th consecutive month
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Head of UK Residential Research

“Amid increasing
speculation that a rate
rise in the UK might
be
on the cards
in the
2016
2017
coming months, the Bank
of England Governor
has emphasised that
any changes would be
‘gradual and limited’.”
Follow Gráinne at @ggilmorekf
For the latest news, views and analysis
on the world of prime property, visit our
blog or follow @KFIntelligence
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Pound strengthens against the dollar
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The discussion around increasing interest
rates comes as mortgage rates have hit
near record-lows. While accessing a
mortgage still requires a substantial
deposit, those who have access to this
finance can take advantage of rates as low
as 1.6% fixed for five years.
Meanwhile, house price growth continues
to moderate. Average values across the
UK dipped by 0.1% in August, according
to Nationwide, taking annual growth to
2.1%. A breakdown of regional house price
growth calculated by the Office for National
Statistics, shows that the East of England
and the Midlands are leading the growth,
with London showing the most modest
level of annual growth. However, this
comes after several years of very strong
growth in the capital, and the market
remains highly localised, with prices rising
strongly in some boroughs.
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The money markets now assess that the
likelihood of a rate rise in November is
at around 60%. However, the Bank has
indicated several times over the last few
years that rate-setters were minded to raise
rates, and no increase has yet materialised.
In a recent speech, Mark Carney, the
Bank of England Governor, indicated that
even if rates did start to rise, it would be a
gradual process. He said: “Any prospective
increases in Bank Rate would be expected
to be at a gradual pace and to a limited
extent, and to be consistent with monetary
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UK Residential Market
Update - Sep 2017

“In addition to local buyers, demand from
those originating from outside of Scotland,
who are able to take advantage of the current
weakness in sterling relative to a number of
other currencies, is also strong.”

Prime country house prices fell by 0.1%
between July and September
Annual growth was unchanged
compared with Q2 at 0.2%
Knight Frank sales outside of London
were up by 6% year-on-year between
January and August
There were 8.2% fewer £1m+ homes
advertised for sale across England and
Wales at the end of August year-on-year

As is the case across a number of markets in
the UK, a shortage of properties being listed
for sale remains one of the biggest challenges
for the remainder of the year. The latest
market survey of estate agents from RICS
shows a gap opening between new
instructions, a good indicator of future stock
levels, and new buyer enquiries.

Prime country house prices were largely
unchanged in the third quarter of 2017,
dipping by 0.1% between July and
September. Annual growth remained at 0.2%.
These headline figures should not be
viewed in isolation, however. Demand for
prime country property continued its steady
improvement over the summer.

levels of stamp duty following changes
to purchase taxes in 2014 and in 2016,
especially at the top end.
Properties valued between £4 million and £5
million, for example, have seen prices decline
by 1.8% on average over the course of the
quarter, and are down 5.3% year-on-year.

There was a 4.1% year-on-year increase
in the volume of new prospective buyers
registering their interest in buying a home
between January and August 2017, Knight
Frank figures show. The number of viewings
conducted was 6.5% higher over the
same period.

Larger manor houses recorded the largest
price declines over the course of the year
accordingly. Town houses outperformed the
wider market, with average annual growth of
3.8%, driven by the continued demand for
prime property in urban locations.

This has translated into an increase in
deal volumes in the prime country market,
particularly in recent months. Knight Frank
sales were up by 6% year-on-year between
January and the end of August, for example,
with a 35% increase in sales above £2m in
the four months to September alone.

However, while there have been signs of
an improvement in activity this year, falling
stock levels at the top end of the market
could weigh on sales volumes as the
year progresses.

This took place despite the uncertainty in
the run up to and following June’s general
election, as well as the ongoing Brexit
negotiations. Agents note that demand has
picked up as asking prices reflect higher

An analysis of listings data shows there
were 8.2% fewer homes worth over £1
million advertised for sale across England
and Wales at the end of August compared
with the same period the in 2016. Above £2
million, the fall was slightly higher at 9.5%.
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“While there have been
signs of an improvement
in activity this year, falling
stock levels at the top end
of the market could weigh
on sales volumes as the
year progresses.”
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Annual and quarterly change in
prime country property values
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While our latest data suggests prime property prices in England
and Wales were relatively unchanged in Q3, lead demand indicators
continue to improve.

Key headlines from
Q3 2017

South
West

The Wealth Report 2017

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

Ran Morgan, Head of Scotland Residential,
said: “The prime Scottish country house
market currently represents excellent
value when compared with elsewhere in
the UK and this is something that ensures
a good level of interest when new properties
are launched.

Scotland: Supply and demand
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Agents note that properties in locations close
to major cities, coastal markets and rural
homes with land are the most in demand.

Annual and quarterly price growth

2%

OLIVER KNIGHT

The Scottish Property Federation has led
calls for adjustments to be made to the
tax bands.

Prime Scotland price change
3%

“The strength of underlying
demand can be seen from
data showing an increase in
both property viewings and
deal volumes so far in 2017
compared with 2016.”
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STEADY IMPROVEMENT IN
DEMAND FOR PRIME HOMES

Prime Scottish country house prices rose by 0.2% between July and
September, although the annual change in values remains in negative
territory at -0.3%.

The annual change in values over the
12 months to September was -0.3%
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PRICES RISE IN Q3 AS DEMAND
AND ACTIVITY PICK UP

Prime Scottish country house prices
rose by 0.2% in Q3 2017
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While the UK central bank’s direct mandate
is to use monetary policy to manage
inflation, policymakers will also have one
eye on Brexit, as they need to manage
the potential economic effects of the UK’s
withdrawal from Europe.
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The Bank of England has voted to keep
interest rates unchanged for the 13th
consecutive month, but the account of
the meeting held by rate-setters attracted
attention, particularly on the foreign
exchange markets. The ‘minutes’ of the
rate-setters’ meeting, published after every
rate decision, indicated that the Bank
may be preparing to raise rates – and
this caused the pound to climb to $1.35
against the US dollar, up from around
$1.25 at the beginning of the year, although
this is down from $1.70 in 2014.
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The global perspective on prime property and investment

Average UK rents rose by 1.6% in the
year to August, down from 1.8% in July

01/01/14

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

Prime central London prices for
exisiting homes dipped 0.2% in
August, taking the annual change
to -5.4%

2017-2021 Forecasts, May 2017 Edition

policy continuing to provide substantial
support to the economy.”

01/01/15

“The shortage of housing
stock available to buy
coupled with ultra-low
mortgage rates have
put a floor under pricing
across the UK, but the
question of affordability is
becoming more pressing
in some areas.”

Average annual house price growth
slowed to 2.1% in August, down from
2.9% in July

As the UK moves closer to Brexit, any
economic uncertainty could have a
knock-on impact on the housing market,
especially if wage growth and employment
levels across the country are affected.

The shortage of housing stock available to
buy coupled with ultra-low mortgage rates

Economic and housing
market overview
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REVIEW
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The Bank of England has given more ‘forward guidance’, indicating that
it may move to raise interest rates from their record low in the coming
months, although there is no guarantee that this will happen. Meanwhile,
house price growth across the country continues to moderate, while the
prime London market shows signs of regaining momentum.

Key facts Sept 2017
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There remain key risks to UK
property market performance, not
least a slowdown in economic
growth, and uncertainty surrounding
the Brexit process

RENEWED INTEREST IN
INTEREST RATES

have put a floor under pricing across the UK,
but the question of affordability is becoming
more pressing in some areas, especially as
lenders still expect sizeable deposits from
buyers. There are also notable variations
between prime housing markets in London
and the Country, which we have examined in
more detail on our blog.
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The slowdown in central London prices
which has been evident over the past
12 months will continue to spread to
Greater London, with prices falling
slightly in 2017

There are several factors at play behind
the recent slowdown in market activity –
not least a lack of available homes to
purchase. This has increased focus on the
delivery of new-build homes across the
country. Data from DCLG shows that the
number of new homes being built in recent
years has risen, but it still remains some
way below the number needed to meet
current demand – not to mention the large
historical shortfall.
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The headline rate of house price growth across the country has
been slowing since summer last year, transactions have also fallen
from recent peaks.
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UK house price growth has been
slowing since the summer of
2014, although the annual change
remains positive
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UK HOUSE PRICE FORECAST

Price growth across the UK is expected
to settle at 1.0% in 2017 reaching
14.2% cumulatively between 2017
and 2022

AUTUMN 2017

UK RESIDENTIAL
MARKET UPDATE

Headlines May 2017

01/01/06

LONDON
RESIDENTIAL
REVIEW

The London Review
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