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Increase in new buyer registrations in 
Q4 2023 versus the five-year average
(excluding 2020).
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Prime country house prices declined 
by 5.8% in 2023. While this figure 
represented a sizable correction after 
two stellar years of growth, the rate 
of decline was lower than the 6.1% 
registered in the previous quarter, and 
on our forecast of -7% for the year. 

A growing sense that mortgage rates 
are at, or close to their peak, began to 
influence market sentiment towards the 
end of the quarter – a theme we expect 
to build this year.

For the first time since Q1 2022 the 
index’s annual rate of growth improved 
quarter-on-quarter in Q4 2023, offering 
some hope that the worst of this cycle’s 
price declines may be in the rear- 
view mirror. 

That’s not to say prices and sales 
volumes will bounce back strongly. 
Although the Bank of England opted to 
hold interest rates at 5.25% in December, 
the cost of borrowing remains at a 
15-year high.

A LOOK BACK
Uncertainty pervaded 2023, not good  
news for housing markets which are largely 
sentiment driven.

From stubbornly high inflation and 
resultant interest rate hikes to geopolitical 
crises in Ukraine and the Middle East, 
residential markets had a lot to contend with. 

The good news is the labour market 
proved resilient, equity markets surprised  
on the upside, the FTSE 100 ended the year 
3.8% higher, and there was little evidence of 
forced selling or repossessions. 

Despite this it was clear that there  
was a widening gap between buyer and 
seller expectations.

Price declines slow as sentiment is  
buoyed by improving economic indicators

Q4 2023 Knight Frank’s quarterly valuation-based index tracking the price 
performance and health of the UK prime country house market

Prime Country 
House Index

Source: Knight Frank Research

Fig 1: Prime regional markets see direction of price growth tick upwards in Q4 2023
 ANNUAL  QUARTERLY 
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Some sellers were seeking pandemic-era 
prices whilst buyers, aware stock levels had 
increased along with the cost of debt, were 
only willing to progress sales if discounts 
were negotiable.

The data for Q4 2023 provides some 
positives. On a quarterly basis, average 
prices were down just 0.7%, which was an 
improvement on the 2.1% fall seen in Q3.

The latest data shows market  
appraisals were up 9% compared to the 
five-year average (excluding 2020) but 
instructions down 3% over the same  
period, suggesting some sellers are doing 
their due diligence, preparing to bring  
their property to the market.

On the demand side, new prospective 
buyers were up 3.5% in Q4 compared to 
the five-year average (excluding 2020) 
further evidence the market may be 
gaining traction.

THE LONG VIEW
A quieter 2023 for the country market 
must be viewed in the context of the last 
three years. In direct contrast to prime 
central London, prices are coming off 
a stellar, and arguably unprecedented, 
period of growth. 

Prime regional prices are 11.4% higher 
than they were in June 2020, the first full 
month after the re-opening of the property 
market due to Covid, when a mass lifestyle 
reassessment, in part heralded by the 
transition to hybrid working, prompted a 
‘race for space’ which was boosted further 
by a stamp duty holiday.

A LOOK AHEAD
Economic data hints at an improving 
landscape in 2024. The mood music 
shifted markedly in December 2023 as UK 
inflation slowed faster than anticipated. 

We expect the country market's 5.8% 
decline in prices to moderate to -3% in 
2024, as the economic picture brightens 
and interest rates start to fall, with positive 
annual price growth returning in 2025. 

When it comes to economic indicators, 
analysts will be more concerned with GDP 
than inflation, but it will be politics that 
take centre stage in 2024. 

There is a window of opportunity for 
buyers and sellers as the economy settles 
and before a UK general election is called.

Changes to non-dom rules and rates 
of stamp duty for overseas buyers will be 
touted as the big election issues for prime 
housing markets but much has already 
been priced in.

Insight: Super-prime segment
New data reveals the number of super-
prime (£8 million-plus) sales outside 
of London fell to 35 from 42 between 
December 2022 and August 2023. 
The total amount spent outside of the 
capital declined to £527.5 million from 
£590.6 million.

It’s a different story in London 
where the number of super-prime (£10 
million-plus) sales reached an eight-
year high of 175 in the 12 months to 
November, whole-market data shows.

The divergence is due to the 
markets’ differing performance during 
the pandemic and a recalibration that 
is now taking place. Prices in prime 
central London fell 0.8% between 
the first quarter of 2020 and the end 
of 2022, country house prices rose 
by 18% over the same period, as 
successive lockdowns drove demand 
for space and greenery.

Fig 2. Super-prime sales outside of London cool but volumes remain 37% 
above five-year average
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“ There are genuine reasons 
to be positive about the year 
ahead, which will encourage 
buyers and sellers to come 
off the sidelines.”

Edward Rook, Head of Country 
Department at Knight Frank

“ A quieter 2023 for the country 
market must be viewed in 
the context of the last three 
years. In direct contrast to 
prime central London, prices 
are coming off a stellar, and 
arguably unprecedented, 
period of growth.”
Kate Everett-Allen, Head of 
International and Country Research 
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