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EDINBURGH
CITY INDEX
BUYERS LOOK TO COMPLETE
DEALS AHEAD OF TAX CHANGE
Tax policy remains one of the main drivers of the prime property
market in Edinburgh. Oliver Knight examines the latest figures.

Results for Q1 2015
Property prices in Edinburgh rose by
1.2% between January and March 2015
Annual growth now stands at 4.1%
The number of Londoners looking to
buy property in Edinburgh rose by 97%
year-on-year
From April 1st, under the new LBTT
regime, a buyer of a £1m property will
pay an extra £35,000 in purchase taxes

Prime property prices in Edinburgh rose
by 1.2% over the first three months
of 2015, after a 0.5% increase in the
preceding quarter, as buyers looked to
complete deals ahead of the switch to the
new Land and Building Transaction Tax
(LBTT) in April.
On an annual basis prices have risen
by 4.1%.
As was the case for much of last year, tax
policy continued to play a defining role in
the city’s prime property market during
the first quarter. The prospect of higher
taxation, through the introduction of LBTT
from 1 April 2015, led to a rise in buyer
interest, which in turn has boosted prices
being achieved.
When LBTT replaces stamp duty, those
buying homes worth less than £333,000
will pay less tax, however for homes
above this threshold the up-front cost of
moving will increase.
The number of sales completed by
Knight Frank between January and March
was 47% higher than Q1 2014 and 66%
higher than Q1 2013.

We expect that following the introduction
of LBTT in April there may be a period of
adjustment at the top-end of the market
as individuals factor in the increased cost
of moving.
Forecasts from the Office of Budget
Responsibility (OBR) appear to confirm
this, with the fiscal watchdog recently
revising its forecasts for future stamp duty
and LBTT tax revenues. The OBR said
that the bringing forward of some higherpriced transactions in Scotland before
April will increase UK stamp duty receipts
by £11 million in 2014-15. The OBR
subsequently reduced its forecast for
LBTT receipts in 2015-16 by £20 million.
Edward Douglas-Home, Head of
Edinburgh City Sales at Knight Frank,
said: “Buyers have been taking advantage
of the short window when purchase costs
are lower.
“From April this year, when the new
LBTT rules come into force, a buyer
of a property valued at £1m will pay
nearly £35,000 more in purchase taxes.
However, even with the new higher
continued overleaf...
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“The prospect of higher
taxation resulted in an
increase in buyer activity in
the early part of 2015, as
buyers and vendors looked to
complete deals ahead of the
introduction of LBTT from 1
April 2015.”
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purchase taxes, the relative cost of
property in Scotland compared to London
and the South of England means there is
still a large effective discount for buyers
making the move north.”
The number of Londoners looking to
buy property in Edinburgh in 2014 nearly
doubled compared to the previous year,
highlighting the city’s ongoing appeal.

of 2014 was 38% higher than the period
between April and June and more than
double the number recorded over the
opening three months of the year.

“Buyers have been
taking advantage of
the short window
when purchase
costs are lower.”

FIGURE 3

Location of £1m+ transactions in
Scotland in 2014

Despite the challenges facing4%
homes
4%
at the top end of the market, there is a
more positive outlook for the residential
property market as a whole, with
favourable market conditions. Interest
rates remain at record low levels,
economic growth is steady and mortgage
rates are competitive.
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Focus on £1m+ sales
According to the latest available data,
Edinburgh accounted for nearly half of
all the £1m+ sales which took place in
Scotland last year.
The figures, from the Registers of
Scotland, show that the number of £1m+
sales in Edinburgh increased as the year
progressed. In fact, the total number of
sales completed in the final three months
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NARROWING OF THE NORTH –
SOUTH DIVIDE?
Price growth is becoming more homogenous across the country the latest
data shows. Meanwhile, with the election now less than two months away,
the effects are being felt in the housing sector, with a “two-speed market”
emerging in prime London. Gráinne Gilmore examines the latest data.

Key facts March 2015
UK annual house price growth
slowed to 5.7% in February, down
from 6.8% in January, according to
Nationwide
Prices in prime central London
rose by 0.1% in February, but the
annual rate of growth slowed from
4.6% to 4%
Prime central London rents climbed
by 0.2% last month, taking annual
growth in rents to a 3-year high of 4%
House price expectations across UK
fall to 18-month low

UK housing and
economic overview
The momentum in house price growth is
easing, especially in London and the South
East. According to the latest data from
Nationwide Building Society, average UK
prices showed a slowing in the annual rate
of price growth, to 5.7%, down from around
12% last summer.

the parties’ policies in Knight Frank’s preelection matrix in our latest forecast report.
This matrix will be continually updated as
more policies emerge.
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“Politicians are putting
more thought into the
private rented sector. This
is to be expected after a
record annual jump in the
number of households in
the private rented sector in
the year to April 2014.”
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The narrowing of the “North/South price
growth gap” has been illustrated in the
latest House Price Sentiment Index,
where the margin between the readings for
London and the North East is close to a
two-year low, meaning that the proportion
of households in the North East reporting
house price rises is now much closer to
the proportion of households reporting
increases in London.
As the election approaches, parties are
starting to share more details on their plans
for housing in the coming Parliament. The
Conservatives last week pledged to double
the number of “cut-price” homes for
first-time buyers from 100,000 to 200,000
by 2020. You can find more details of all

As can be seen from the current matrix,
politicians are certainly putting more
thought into the private rented sector. This
is perhaps less of a surprise in light of the
new data from the English Housing Survey
which showed a record annual jump in the
number of households in the private rented
sector in the year to April 2014. One in five
households are now privately rented, and
we expect the growth trend to continue.

Homeownership declines as private
renting grows % of households - England
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