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EDINBURGH
CITY INDEX
ANNUAL GROWTH EASES
Prime property prices in Edinburgh fell on a quarterly basis for
the first time in four years between October and December.

Annual price growth in the prime
Edinburgh city market eased to 1.5%
in 2015
Average values fell by 0.5% in the
final three months of the year, the first
quarterly fall since December 2011
Higher purchase costs continue to put
pressure on property values at the top
end of the market
There was a 6% increase in the number
of property viewings in the final quarter
of 2015

LBTT replaced Stamp Duty on all residential
purchases in Scotland in April 2015. As a result,
those purchasing property with a value above
£333,000 now pay more in purchase taxes. This
is especially the case in the prime market where
costs are as much as 90% higher than under the
previous stamp duty system. For more details
see our blog.

Annual price growth for prime properties
in Edinburgh eased to 1.5% in 2015
down from 4.2% in 2014, as higher
purchase costs continued to put
pressure on property values at the top
end of the market.
A drop of 0.5% in the final three months
of the year contributed to the slowdown.
This is the first time that the index has
recorded a quarterly fall in prime prices
since December 2011.
Prices have risen by around 10%
cumulatively over the last four years although this is less than half the 24%
growth seen in the prime London market
over the same period.
The introduction of the Land and
Buildings Transaction Tax (LBTT) in April
(see shaded box) continues to act as the
primary brake on the top end of the city
market, with the level of LBTT to be paid
for sales between £500,000 and £1m on
average 76% higher than the equivalent
level of Stamp Duty across the rest of
the UK.

“Average prices rose by 1.5%
in 2015. A drop of 0.5% in the
final three months of the year
– the first quarterly fall since
December 2011 – contributed
to the slowdown.”
Follow Oliver at @oliverknightkf
For the latest news, views and analysis
on the world of prime property, visit
Global Briefing or @kfglobalbrief

Indeed, a closer look at different
price bands within the prime market
shows varying levels of performance.
Unsurprisingly, given the higher rates of
tax on more expensive property, homes
valued at over £1.5m saw the biggest
falls in prices during the final three
months of the year, as shown in figure 2.

Our agents note that negotiations
between buyer and vendor have become
more protracted. In some instances

FIGURE 1

FIGURE 2

Edinburgh price growth moderates

Different tiers of the market

Annual and quarterly price growth

Quarterly price growth in Edinburgh, by price band
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Senior Analyst

Edward Douglas-Home, Head of
Edinburgh City Sales, said: “There
is little doubt that the introduction
of LBTT has slowed the longer term
recovery of the prime market in
Edinburgh. However, demand for welllocated flats and properties valued up to
£500,000 remains relatively unaffected
by the change.”

Below £500,000, prices have been
underpinned by demand from local
buyers and investors for new-build
developments. In fact, Knight Frank sales
data shows that the number of flats sold
below this value in the city centre this
year was 33% higher than in 2014.
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this has led to prices being adjusted to
match the level that buyers are willing
to transact at, taking into account the
additional burden of the levy.
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The number of potential buyers registering
their interest in buying a property in the
city with Knight Frank was relatively
unchanged in the final quarter compared
with the previous three months.
There was also a 6% increase in the
number of property viewings over
the same period, suggesting that

underlying demand remains robust
despite increased costs.
A proposed hike to LBTT next April for
individuals buying an additional home may
result in a spike in transactions between
now and the end of March (see box) as
such buyers bring forward transactions
in order to minimise their tax burden.

“Demand for welllocated flats and
properties valued up
to £500,000 remains
relatively unaffected
by the tax change.”
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PROPOSED ADDITIONAL LBTT

The proposed rates will be levied on the
total price of the property for all relevant
transactions above £40,000 and will be
in addition to the current LBTT rates.
This would replicate the UK Government
policy for SDLT announced at the
Autumn Statement 2015. A consultation
on the proposals is expected in the
coming weeks.
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The Scottish Government has forecast
that it will raise overall LBTT receipts in
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The rate of overall price growth in the UK housing market is expected to
continue at much the same pace in 2016, however localised differences
in price performance are becoming more evident across prime and
mainstream urban and rural markets.
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RISE OF URBAN PRIME

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

PROPERTY TAX UPDATE
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“The Government
has announced new
measures to boost the
supply of housing – a
recognition that housing
is now one of the key
areas of focus
for the electorate.”
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Autumn 2015
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Prices in the market are moving at different
speeds across the country, so value growth
this year will likely be spread over a range,
depending on location. This is examined
more fully in Knight Frank’s UK Forecast
and Risk Monitor.
Certain sections of the housing market
will also have to adjust to new stamp
duty charges. At the Autumn Statement in
November, the Chancellor announced an
additional 3% stamp duty for those buying
additional properties, whether as second
homes or as buy-to-let investments.

Average mortgage rates for buyers
with 25% deposit
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A longer period of low mortgage rates,
alongside firmer wage growth and a
continued lack of new and second-hand
housing stock, should continue to underpin
overall pricing during 2016. Activity has
been gradually picking up in recent years,
but this trend is likely to be hampered by the
continued lack of supply of homes coming
to the market across the country.
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UK house prices are forecast to post
modest gains again in 2016

The Bank of England’s decision to keep
interest rates on hold in January, coupled
with the continued fall in oil prices, has
led some economists to push back
expectations for the first rate rise until 2017,
despite the US Fed’s decision to raise US
interest rates in December.
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Prime country house prices climbed
0.6% in the final quarter of last year,
taking the full year growth to 3.1%

Economic and Housing
Market Overview
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Values in prime central London
rose by 1% on average in 2015, but
growth rates ranged widely across
different areas
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Average UK house prices rose by
4.5% in 2015, taking the average
price of a home to around £197,000
according to Nationwide
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The new rate is set to come into effect
from 1 April 2016.

2016-17 by between £17 million and
£29 million, rising to a possible £66 million
by 2020-21.
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The Scottish Government has
proposed an increase in LBTT for some
transactions. Under the proposals, an
additional 3% rate will apply to the
purchase of additional properties, such
as buy-to-let and second homes.

Source: Knight Frank Research/Bank of England

The consultation on the new rules is due
to close on February 1st, and the detail will
be announced at the Budget Statement
in March. The new rules will come into
force on April 1st. As a result there could
be increased activity in the market in the
first quarter as investors and second home
purchasers look to complete before the
higher charge comes into force. Knight
Frank will be posting all updates on this
new policy as developments occur on
Global Briefing.
The Government has announced a raft of
new measures to try and boost the supply
of housing, not least support for small to
medium sized builders and the injection
of more funds to help prepare brownfield
land for development – a recognition that
housing is now one of the key areas of
focus for the electorate.

Sector overview
Average values in prime central London
were flat in December, ending the year
up 1%, in line with Knight Frank’s forecast.
However, price performance in local
areas remained quite distinct, as shown in
the map.
There are signs of a pick-up in activity in
this market as buyers and vendors become
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