
London property price update
April 2018
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Independent, free, expert
advice on housing

Buying, selling or investing in today’s

variable market means you need to

take a great deal of care before

making a decision. It’s essential to secure

independent, up-to-date advice you can trust.  Kate

Faulkner and her team make it easy to access the

information and support consumers’ needs via FREE of

charge eBooks, checklists, The Buy To Let Show,

articles and one-to-one advice.

Although London is often reported as ‘one market’, it

really isn’t. From our analysis there are thousands of

markets, just in Greater London, but we break this

down for you into the 32 London boroughs.

If you only want to see how your own borough has

performed, please view the Appendix on page 14

Rightmove
“Sellers warned to price more keenly to avoid 4.4% discounts”

Nationwide
“London again weakest performing region, with house prices down
1% year-on-year”

LSL Acadata HPI
“Regional peaks while London slowdown persists”

LCPAca Residential Index
“A slow picture for Greater London as affordability and domestic
issues impact sales”

Hometrack
“London house price growth is 1% per annum with negative growth
in 42% of postcodes”

Chestertons
“Affordability issues slowed sales in Greater London in 2017”

Report Headlines

www.propertychecklists.co.uk
http://www.propertychecklists.co.uk/categories/First-Time-Buyer-eBook
http://www.propertychecklists.co.uk/articles/the-buy-to-let-show
http://www.rightmove.co.uk/news/house-price-index/
https://www.nationwide.co.uk/about/house-price-index/headlines
https://www.lslps.co.uk
https://www.londoncentralportfolio.com/research-media#research
https://www.hometrack.com/uk/insight/market-analysis/
https://www.hometrack.com/uk/insight/uk-cities-house-price-index/
http://www.chestertons.com/research-and-insight/
https://www.hometrack.com/uk/insight/uk-cities-house-price-index/
www.propertychecklists.co.uk
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Source: UK HPI

Summary of London price data

Source: Hometrack

https://www.gov.uk/government/collections/uk-house-price-index-reports
https://www.hometrack.com/uk/insight/uk-cities-house-price-index/
https://www.gov.uk/government/collections/uk-house-price-index-reports
www.propertychecklists.co.uk
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The figures for London this quarter are kind of astonishing.

Since 2000, London has been used to seeing property price increases of
7-8% each year. Since 2009, when most places across the UK saw
property prices at their lowest due to the credit crunch, growth for some
has been 100% over just 10 years, meaning double-digit annual
increases for many. Yet now, the property price picture couldn’t be
more different.  All indices show prices down year on year, albeit by tiny
amounts compared to recent growth, although the price falls appear to
be hitting apartments more than the short supply of houses, with
detached still growing at just over 3% a year, matching inflation.

Of course, for many this will be good news. Buyers can have some rare
respite and take their time to purchase a property as well as make a
cheeky offer, while any homeowners who bought before 2016 will still
have seen phenomenal growth in prices, even if they bought at the
height of the market in 2007/8. The current ‘losers’ will be those who
have bought over the last few years at the current height of the market
and may now have seen their property values fall. This, though, is only
an issue for a fraction of people who are forced to sell for whatever
reason.

KATE FAULKNER COMMENTS ON LONDON PRICES

‘‘

Image: © creativ ecommonsstockphotos | Dreamstime.com

London buyers can take their time over an offer.

Summary of London price data

www.propertychecklists.co.uk
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Summary of London price data

Source: UK HPI

As ever, the averages for Greater London distort what is actually
happening on the ground. For those areas which have seen huge
growth over the last 10 years, such as the likes of Hammersmith and
Fulham as well as Tower Hamlets, prices are seeing falls of over 5%.
Although this doesn’t seem like a big deal for most, with average
house prices of £500,000 plus, this gives the media their scary
headlines of Londoners having £25,000 or more wiped off the value
of their home. However, it’s all relative and for those who bought a
few years ago this will be nothing compared to the gains they have
made since the credit crunch hit.

Hometrack’s index also shows that although 42% of boroughs in

KATE FAULKNER COMMENTS ON LONDON BUYERS AND SELLERS, AND BOROUGH HOUSE PRICE CHANGES

London are seeing falls, the majority of 58% are still seeing rises. This
is mainly a ‘inner’ vs ‘outer’ London picture with the boroughs on the
fringes such as Redbridge still seeing nearly double-digit growth. So
for some there are falls while others are still seeing pricing pressures
which are good for sellers, but not so good for first-time buyers.

However, this is a good time for those who are not on the ladder to
start looking to see what can be achieved either on the open market
or via Help to Buy or Shared Ownership. Negative media headlines
tend to put people off looking, while in actual fact it can be a good
time to bag a bargain – as long as you can hang on to the property
for the next five years or more to ride out the uncertain times.

‘‘

https://www.gov.uk/government/collections/uk-house-price-index-reports
www.propertychecklists.co.uk
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Source: Halifax/CML

Source: UK HPI
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Range of prices paid

https://static.halifax.co.uk/assets/pdf/mortgages/pdf/2018-01-27-number-of-ftb-highest-since-2007-HPI.pdf
https://www.gov.uk/government/collections/uk-house-price-index-reports
www.propertychecklists.co.uk
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London boroughs price commentary

LSL Acadata HPI
“Unlike previous months, price falls are no longer concentrated in the
most expensive boroughs: the top 11 of London’s 33 boroughs have
actually seen the smallest fall over the twelve months to March, down
just 0.2%, compared to 4% among the mid-priced boroughs and 0.3%
in the cheapest 11.

“This is, however, almost entirely due to a massive 30.7% annual
increase in the average price in Kensington and Chelsea, London’s
most expensive borough – and that largely the result of just seven
high value property sales. These transactions, each for prices over £10
million, pushed the average price in the borough to a new peak of
£2,570,950.

“By contrast, other high end areas have seen big falls in the last 12
months, including a 15.9% drop in prices in Wandsworth, 14.7% for
Richmond upon Thames and 11.4% in the City of London.

“Overall, cheaper property in London does remain more robust, with
the 11 lowest priced areas accounting for almost half the 11 boroughs
to still report increases in the last year. That includes the two very
cheapest – Bexley, and Barking and Dagenham (with prices up 3.4%
and 3.3%, respectively). Only Redbridge, the 12th cheapest borough in
London, grew stronger, up 6.2%. Redbridge was also the only
borough, other than Kensington and Chelsea, to set a new peak
average price in the month.” (Mar 18)

Hometrack
“House price indices report the trend in prices for the average
property while the reality is there is a distribution of growth around
this average. Using Hometrack’s more granular house price indices at
postcode district level (e.g. SE5) we find that 42% of postcodes are
registering year on year price falls. The remaining 58% are still
registering positive growth.

“The current coverage of markets registering negative growth is the
highest since the global financial crisis. There have been other periods
when parts of London have registered falling prices and these are
explained by economic and other external factors.

“The coverage of postcodes with negative growth has risen sharply
since 2015. This is a result of tax changes impacting overseas and
domestic investors and stretched affordability levels for owner
occupiers that have been compounded by Brexit uncertainty.

“Most markets registering negative growth are experiencing annual
price falls of between 0% and -5%.” (Feb 18)

https://www.lslps.co.uk
https://www.hometrack.com/uk/insight/uk-cities-house-price-index/
https://www.hometrack.com/uk/insight/uk-cities-house-price-index/
www.propertychecklists.co.uk
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Transactions, supply and demand

The data below comes from Agency Express and gives an indication
over a three-month period of what’s happening to supply (new
listings) and demand (properties sold over time).

Source: Agency Express

SUPPLY AND DEMAND

Source: LSL Acadata HPI

Source: Rightmove HPI

Average ‘time to sell’ (no. of days) - London

https://www.agencyexpress.co.uk/property-activity-index/
https://www.gov.uk/government/collections/uk-house-price-index-reports
https://www.lslps.co.uk/
https://www.gov.uk/government/collections/uk-house-price-index-reports
http://www.rightmove.co.uk/news/house-price-index/
www.propertychecklists.co.uk
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Transactions, supply and demand

Chestertons
“The lingering impact of punitive stamp duty rates for high value property, the
phasing out of tax relief on finance costs for buy-to-let landlords and the
uncertainty surrounding Brexit caused both buyers and sellers to hesitate for
much of 2017 which slowed activity. Data for the first 10 months of 2017 suggest
that transaction numbers across Greater London were around 13% down on the
2016 figure, although this figure was distorted by the highest ever number of
sales in March as buyers sought to beat the introduction of the stamp duty
surcharge on second properties. A more comparable analysis would suggest
around a 5% drop.

“However, in the prime market there was a noticeable change in attitude on the
part of both buyers and sellers as the year progressed. Vendors increasingly
realised that realistic pricing was key in securing a deal especially as available
stock rose in the final months of the year. Consequently, new instructions and
exchanges were both over 12% higher in 2017 and available stock at the end of
the year was 15% up on the corresponding point in 2016.” (Winter 2017/18)

From a transaction perspective, it’s hard to improve or add to the
Chesterton’s commentary which gives an excellent summary of
what’s actually happening: yes transactions are lower, but this is
somewhat distorted and when a market increases rapidly for nearly
a decade, it’s no surprise that it eventually runs out of steam,
especially with the tax changes and of course uncertainty caused by
Brexit (or at least the ‘idea of uncertainty’ helping canny buyers to
make lower offers. The most interesting stat in addition is the
change in time it takes to sell a property in London – up from just

KATE FAULKNER COMMENTS ON TRANSACTIONS, SUPPLY AND DEMAND

over 60 days, or a couple of months, to 83 days at the start of the
year (a third longer) and currently sitting at 72 days, no doubt due to
more realistic pricing. What we know from research is that the
longer it takes for properties to sell/be bought, the more likely we
are to see fall throughs, which are costly for all parties concerned,
including agents who don’t get paid unless they conclude a deal.
Best advice moving forward is to price a property keenly to sell or
make sure the property is the best on the market and for buyers to
make low, but still fair offers.

‘‘
Source: UK HPI

http://www.chestertons.com/research-and-insight/
http://www.chestertons.com/research-and-insight/
https://www.gov.uk/government/collections/uk-house-price-index-reports
www.propertychecklists.co.uk
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Current performance by individual London borough

The table below shows how your borough is performing year on year now and whether this performance is above or below the long term annual increase.
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https://www.gov.uk/government/collections/uk-house-price-index-reports
www.propertychecklists.co.uk
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Renting and yields in London

Yields

Source: LSL

Source: EI Group

https://www.lslps.co.uk
https://www.gov.uk/government/collections/uk-house-price-index-reports
https://www.eigpropertyauctions.co.uk/news/newsletters
https://www.gov.uk/government/collections/uk-house-price-index-reports
www.propertychecklists.co.uk
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Renting in London

Despite the constant accusations that landlords are charging
‘extortionate’ rents or allowing them to increasingly ‘skyrocket’, the
data shows that rents have been extraordinarily slow to move
forward – on average – over the last 10 years versus inflation and
especially versus the 40-80% growth in property prices.

It’s also clear that rents are currently steadying in the capital, which
will be welcome respite for those who are struggling to pay the rent.
What will be interesting is to see what happens in comparison with
social rents over the coming years as typically social rents increase in

KATE FAULKNER COMMENTS ON THE LONDON RENTAL MARKET

line with, if not above, inflation – while private rents can only move
in line with wages, which are rising more slowly.

The low growth also confirms that just because landlords are
experiencing increased taxation, they are not passing this cost on to
tenants – not yet at least. This may change over the coming year or
two as the mortgage interest relief bites but, so far, rents in the
Capital remain naturally capped by wages, which as we know are not
keeping up with inflation, so both tenants and landlords are suffering
from poor wage rises.

‘‘
Index of Private Housing Rental Prices:
percentage change over 12 months to Mar 18

Source: ONS Source: ONS

(Note: Dotted grey line shows average England
12-month % change)

https://www.ons.gov.uk/economy/inflationandpriceindices/bulletins/indexofprivatehousingrentalprices/previousReleases
https://www.gov.uk/government/collections/uk-house-price-index-reports
https://www.ons.gov.uk/economy/inflationandpriceindices/bulletins/indexofprivatehousingrentalprices/previousReleases
https://www.gov.uk/government/collections/uk-house-price-index-reports
www.propertychecklists.co.uk
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I was recently at an RLA event in Manchester where yields are
currently 4.9%, and it’s astonishing that any property in London
in comparison stacks up as a good investment versus areas
north of Watford. With yields of just 3% now in London and
very little growth in property prices – and falls in some areas,
plus huge increases in taxation, it’s no surprise that the overall
London market is stagnating with the loss of investment
demand.

To some extent this will be hailed as a success by government
who, wrongly in my view, think that this means first-time
buyers will step in with their ‘magic money tree’ of £50k for a
deposit and costs to purchase a property (unless Shared
Ownership/Help to Buy). Currently though the result is not
good news for anyone. I don’t believe FTBs are stepping in to
take up the demand; the market has just stagnated both due to
the fall in demand and due to those landlords who are now
either selling up or have had to withdraw their support for
tenants on benefits or fear of problems caused by rent arrears
when Universal Credit is implemented.

Anyone investing in London now needs to have a clear
investment strategy to make sure they build in capital growth
from day one and can make income and maintenance costs
balance, especially with flats which are typically more expensive
to run than a house due to service and major works charges.

KATE FAULKNER COMMENTS ON THE LONDON INVESTMENT MARKET

‘‘
Renting in London
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Appendix 1: Current performance by individual London Borough

The table below shows how your borough is performing year on year now and whether this performance is above or below the long term annual increase.
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https://www.gov.uk/government/collections/uk-house-price-index-reports
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Appendix 2: London prices risk analysis

This table shows you what happened in each borough during the credit crunch so if you buy now and the market falls, it gives an indication of what the market might fall
by and also how long prices may fall for before they bottom out and start rising again.
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https://www.gov.uk/government/collections/uk-house-price-index-reports
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How can Kate Faulkner and Propertychecklists.co.uk help you?

If you need Kate to appear on TV, radio or for general comment, please contact directly:

Kate Faulkner, Property Market Analyst and Commentator

Websites:
Kate Faulkner: katefaulkner.co.uk
Propertychecklists: Propertychecklists.co.uk

Email: kate@designsonproperty.co.uk
Telephone: 01652 641722

FOR MEDIA PROFESSIONALS

FOR INDUSTRY PROFESSIONALS

If you are you a property professional or journalist who needs up-to-date, accurate facts
and figures about residential property, subscribe to our Property Information Portal.

www.propertychecklists.co.uk
http://katefaulkner.co.uk/
http://katefaulkner.co.uk/
www.propertychecklists.co.uk
mailto:kate@designsonproperty.co.uk
https://www.designsonproperty.co.uk/categories/Property-Information-Portal
https://www.designsonproperty.co.uk/categories/Property-Information-Portal
www.propertychecklists.co.uk

