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Residential market
and economic
overview
Three months on from the Brexit
vote and economic conditions
have markedly improved since
any initial panic immediately
after the vote. Official data is
showing healthy indicators,
sentiment is on the upturn and
anecdotal evidence shows little
to no effect on activity in the
land and housing markets
across the regions.
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Residential market overview

Economic backdrop
After a tumultuous and uncertain few weeks
following the Brexit vote on 23 June, the UK
economy seems to have rebounded
somewhat, and fallen into a more stable
post-referendum environment. Indicators of
activity had been rather volatile since the UK
vote to leave, with PMIs and employment
surveys falling sharply in July, although both
indicators rebounded in August. These
August rebounds have also been followed
by revisions to the UK’s GDP consensus
forecasts for this year. GDP forecasts which
had been cut to 1.5% in the immediate
aftermath of the 23 June vote have now been
largely reversed in the consensus forecasts,
and growth of 1.8% this year is now
expected marking no change from that
which was projected prior to the vote.
Forecasts for 2017, whilst showing a
slowdown is still likely, have also been
revised upwards from 0.5% in July, to 0.9%
in September.
Overall domestic sentiment has been
boosted recently, principally as a result of
the quick appointment of a new Prime
Minister, and the swift intervention from the
Bank of England with its monetary easing
package and rate cut. This has resulted in
stronger consumer confidence levels which
also appear to be on the rebound, as
optimism returns following the strong
declines in the immediate aftermath of the
vote. Overall the index has increased 11
points from a low of -12 in July to -1 by

September. All indications are that
consumers are optimistic as wages continue
to grow faster than prices, employment levels
continue to rise, and the lower interest rates
recently set by the Bank of England
encourage people to spend rather than save.
Of all economic indicators, it has been the
currency markets which have borne the brunt
of the Brexit vote. Since 23 June, Sterling has
declined nearly 16% to the US Dollar, and
15% to the Euro. It could well be that further
measures are taken by the MPC in order to
help prop Sterling going forward, by way of
possible further cuts in Bank Rate.
The cut in Bank Rate will lower borrowing
costs for households and businesses.
However, as interest rates are close to zero,
it is likely to be difficult for some banks and
building societies to reduce deposit rates
much further, which in turn might limit their
ability to cut their lending rates. In order to
mitigate this, the MPC is launching a Term
Funding Scheme (TFS) that will provide
funding for banks at interest rates close to
Bank Rate. This monetary policy action
should help reinforce the transmission of the
reduction in Bank Rate to the real economy
to ensure that households and firms benefit
from the MPC’s actions. In addition, the TFS
provides participants with a cost effective
source of funding to support additional
lending to the real economy, providing
insurance against the risk that conditions
tighten in bank funding markets.

National house price growth remains steady
this quarter, with an annual change of 5.4%
during Q3, up from 5.1% growth last quarter,
leading to an average UK house price of
£206,346. Turning to volume of sales,
according to the latest Bank of England
figures (to August 2016), total mortgage
approvals so far this year have reached
534,000, an increase of 2.1% over the same
period last year, and the most approvals
across the UK since 2007, over the same
time period. Whilst August 2016 levels were
down on August 2015 figures, this could
again be attributed to a ‘levelling off’ of
purchases, as many would-be buyers
brought purchases forward this year to avoid
new tax regimes brought in 1st April. Latest
reporting from RICS (September market
survey report, published October 2016) has
found that demand is beginning to pick up
across the UK, increasing for the first time
since February 2016, with expectations
across the market continuing to improve.
According to the latest data from the Council
of Mortgage Lenders (CML), home-owner
borrowing was down 13% in July, month on
month, and 12% over the same period last
year. Those looking to remortgage increased
activity this July, by 10% over the same
period one year ago, as borrowers took
advantage of an increasingly wider range of

deals now on offer. First-time borrowers, and
movers meanwhile took out substantially
fewer loans this July over last, however it was
Landlords, taking out 26% fewer mortgages
year-on-year, bringing the overall figure down
to 58,100 loans taken in July, from 66,900 a
year earlier.
Outer Metropolitan area has again been the
strongest performer this quarter, posting
annual growth of 9.6% in Q3 (annualised),
according to Nationwide. This was followed
by Outer South East at 8.0% and East Anglia
at 7.3%. Surprisingly this quarter, the capital
was outside of the top three regions for price
growth, for the first time in seven years.
Annual house price growth in London this
quarter was 7.1%, indicating a growing gap
between outer London and central London.
This concurs with recent Land Registry data
from July 2016 which indicated inner London
boroughs posted an overall annual increase
of 9.1% compared with the outer London
boroughs which saw average annual gains
of 16.0%.

Regional house prices and growth
+7.1%

London

£474,736

Outer Metropolitan

£358,153

South East

£267,151

South West

£229,907

East Anglia

£213,831

UK

£206,346

West Midlands

£174,934

East Midlands

£169,137

North West

£151,985

+4.2%

Yorks and Humberside

£150,823

+3.5%

Wales

£146,172

-0.5%

Scotland

£143,275

Northern Ireland

£130,581

+2.4%

North

£124,074

-0.2%

+9.6%
+8.0%
+4.6%
+7.3%
+5.4%
+4.6%
+5.4%

+2.0%
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How are key
land markets
performing;
the view from
our agents
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Central London

Greater London

Activity in the housing market during the third
quarter has been somewhat muted, likely as
a result of several factors including the recent
stamp duty changes, Brexit, and the usual
summer slowdown. The result has been a
static central London market for the last few
months, although some capital value growth
in the sub-£750 per sq ft market has been
witnessed. Inner London has still not seen
much of an impact from Help-to-Buy, again
largely due to the cap on assistance not
being in line with the average London house
price. Outer London boroughs have seen
more buyers making use of the scheme.

While activity in the Greater London
housing market was stable during the first
half of the year, the third quarter has been
characterised by rising sales activity and
yet further price increases. Both domestic
and international purchasers have been
active and Help to Buy is greatly assisting
domestic purchasers. Flats have seen the
most activity this quarter, although housing
sales have also been strong.

Meanwhile the land market around London
has also been more restrained this quarter,
with land prices decreasing in some cases
by as much as 15%–25% since their peak.
Higher build costs and higher margins are
having a detrimental effect on land prices.
In the same vein, the market continues to be
a buyer’s market as there seems to be a
disparity between seller’s expectations and
the actual market price, with some owners
being overly ambitious on pricing.
Post-referendum, housebuilders appear to
be adopting a slightly more cautious
approach to the market, starting with looking
at current footfall, enquiries and reservations
in the sales suites. These are then being
translated back to their business plans for
future land purchases. What the eventual
shakeout will look like from all of this still
remains to be seen, and we expect it will not
be fully understood for another 6–12 months.

In the land market, although activity has
slightly picked up over that which we saw
during the second quarter, land prices are
remaining largely stagnant for the moment,
as higher affordable housing assumptions
imposed by council’s are squeezing
margins. Unlike many regions in the rest
of the country, land across Greater London
has not tended to sell off market this
quarter, and there has been no perceptible
change in bank lending in the postreferendum environment.
However the appetite for land is extremely
strong, and housebuilders are still very
active in this market, with some expansion
this quarter and at least one new entrant.
Following a tumultuous start to the quarter
following the Brexit vote, there now appears
to be more certainty and confidence
across the board. Demand has continued
apace and after a short pause in the early
summer, housebuilders and land buyers
are active and offering on sites without
disruption. RP’s are also extremely active
in the current market.

CBRE
Regional Residential Report

6–7

South East
Across the South East Q3 has seen a
‘resurgence’ in confidence, appetite and
ultimately commitment to execute land
deals following the Brexit vote, and usual
summer pause.
In the housing market, prices are rising in
good quality locations with owner occupiers
driving the traditional two to three storey
housing market. Local UK investors continue
to push the apartments and flatted market,
particularly in the town and city centre
locations. As ever, the Help to Buy scheme
remains popular, with up to 50% of
purchasers in new build schemes using the
product for help in the purchase.

South West
Across the South East land market, prices
and volumes of sales are steadily increasing,
in line with the first quarter of the year.
We are seeing both buyers and sellers more
confident this quarter, both showing an
increase in post-summer activity after the
pause in sales and acquisitions as many
waited for any potential ‘post-referendum
fallout’, which did not transpire.
Housebuilders in the region remain active
and committed, however, we are not
seeing any active expansion plans. New
entrants continue to show interest in
the South East market looking at regional
acquisitions, but we have not yet seen
evidence of many deals.

In the post-referendum world, we have seen
a flight to quality in the house building world
with exceptional opportunities continuing
to see excellent interest. Risk around
uncertainty in terms of vacant possession or
other matters leading to deferred timescales
for starting construction remain challenging
prospects for housebuilders, albeit these
opportunities are being considered by
property companies and funds. Indeed, the
interest in the residential sector from the
funds is continuing unabated, both in terms
of PRS and for-sale opportunities. We are
also seeing more enquiries from overseas
investors and housebuilders (eg: China) who
are now considering major strategic land
opportunities in the regions as opposed to
simply concentrating their assets on
acquiring central London land.

Activity during the third quarter across the
South West has been largely the same as
seen during the first half of the year. There
has been meaningful house price inflation
over the last 12 months, as first-time-buyers,
movers and investors all remain active
although the latter now being less aggressive
due to diminishing returns. Help to Buy in
particular remains a key tool for house
builders to generate sales and for first time
buyers to remain active in the market. It is
still the case that national house builders are
producing greater volumes of housing
developments than flats, leaving this sector
of the market to be delivered by property
companies and regional developers.

Stable house price growth over the last 18
months has reversed viability issues related
to increased construction costs in the land
market. However, this has brought back into
play viability around the delivery of affordable
housing within these projects, a contentious
topic for any local authority. Land continues
to sell off-market and in fact the majority of
deals are being delivered in this way, mainly
by housebuilders. The general feeling in the
market is that buyers remain determined and
active, yet house price inflation is making it
all the more challenging for all types of
buyers to benefit. Sellers meanwhile are
more confident where underlying demand is
strongest, but cautious on the ability of the
market to deal with any possible negative
sentiment surrounding Brexit. While Brexit

had the effect of causing a wait and see
attitude for housebuilders and those in the
land market, we have begun to see activity
levels improving as this approach wains
and Q4 is anticipated to see yet more activity
as a result.
In general, the private rented sector has
been very active in the region recently,
however rising house prices are diminishing
returns and potentially could limit further
expansion of this sector. A lower volume of
planning applications for apartment schemes
in the city centre market has led to a supply /
demand imbalance, particularly at a time
when demand remains strong. Limited
supply and strong demand is further creating
a cycle of inflation.
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Midlands
This quarter has seen the housing market in
the Midlands remain relatively stable, largely
mirroring the first half of the year. Although
Brexit brought a short pause in market
activity in its immediate aftermath, the
markets have picked up in quarter 3 of 2016.
House price inflation in regional markets,
both city centre and suburbs is hovering
around 10% per annum for new builds, and
6-7% for established homes, although there
are ‘hotspot’ addresses (City Centre,
Harborne, Prime Solihull), which are
outperforming these general trends. There
is activity across all demographics from
investors, both domestic and overseas, first
time buyers, second steppers, and retirees.
First time buyers, above all others, are being
helped immensely by the governments
Help to Buy scheme, an essential tool for
housebuilders.

North
The land market in the Midlands this quarter
stalled through the latter part of Q2 and
through Q3, as housebuilders put off land
buying decisions in light of the EU
referendum. Consequently, there was very
little transactional activity overall through the
summer months, mirroring the wider national
picture. Nevertheless, there has been some
price inflation but we expect to see a degree
of deceleration in this over the coming
months. However, we are seeing buyers and
sellers come to the market with more
confidence during Q3, particularly towards
the latter end of the quarter, likely as some
feel that no matter what the outcome of the
EU referendum vote, the key dynamics of the
housing are sound, and the relative
affordability of the Midlands’ region is robust.

Given the new stamp duty surcharge
imposed this past April on buy to let
investments, as well as the initial postreferendum caution, many were left to
wonder what the consequence of regional
PRS schemes might be, and whether such
schemes might be put on the back burner.
Chiefly, the reaction has been a flight to
quality by the larger funds, mainly to tier-one
regional cities, as well as a noticeable drive
to purchase standing investments rather than
forward-funding development schemes. The
problem with this approach in the regional
cities is a general lack of available, suitable
stock. Nevertheless, two large projects are
significantly advanced in Birmingham,
including Seven Capital’s Lansdowne House
in Edgbaston for 206 PRS units , and Nikal/
La Salle’s regeneration project currently
underway at Masshouse where three of four
apartment blocks, comprising 603 units are
earmarked for PRS delivery.

The housing sales market across the North
during the third quarter has so far shown to
be the strongest point of the year, although it
has been fairly consistent throughout the
year. Like for like sales are in line with the
same period last year, with the North West
sales market remaining strongly sustained by
the Help to Buy market. This is reflected in
the types of sites that house builders are
pursuing, as the majority of demand is for
three bedroom and small four bedroom
properties. In terms of the apartment and
flats market, those which are coming forward
are either by way of institutional PRS or block
sold, which are then being split up and sold
to individual investors, generally overseas.
One notable scheme recently released in the
prime Manchester market is St John’s. This
scheme is mainly being marketed directly to
the overseas market but has also attracted
domestic purchasers and is setting a new
prime price point for the city in excess of
£450 per sq ft.
The land market across the north continues
to see price inflation during this quarter,
particularly in highly competitive areas.
These areas tend to be in Greater
Manchester in sites that are well connected

to the city but with an affordable price point
(£180 – £220 per sq ft). The rate of sale in
these areas is facilitating a competitive,
aggressive market where some operators will
accept a discount on their usual margins, in
order to secure these sought-after sites.
Land is also selling off market, with examples
being land which is tied up through JV’s with
local authorities, such as Redrow’s tie-up
with Liverpool City Council. Additionally, we
are seeing some flow through of strategic
land, particularly at Taylor Wimpey, for
example, which is reducing their appetite for
competitive bidding.
Housebuilders across the region continue
to expand, putting real pressure on
personnel as they move into new territories.
Regional shifts are also apparent with two
examples being Story Homes moving further
south and Bloor moving further north.
Additionally larger order books across the
board are becoming increasingly prevalent
particularly from the large plc’s, notably
Countryside who, driven by PRS and their
partnership with Sigma, are pushing towards
2,000 units per annum in the North West. In
Manchester city centre, there are constantly
new entrants to the market, with a myriad of

size requirements. A key trend is the
continued emergence of the secondary and
suburban PRS market mainly being
populated by registered social landlords who
are looking to expand into, or change into,
private operators, however we are also now
seeing interest from other areas.
Moving on to the ‘post-referendum’ market,
there has not been a noticeable change in
the housing market generally here. The
mortgage market does seem to be
continuing to improve but as ever, the
deposit and affordability test remains an
insurmountable hurdle for many, and this is
regardless of Brexit issues. Across the land
market, banks are still keen to lend and
again there has been no noticeable effect
from Brexit on this front. Sellers however are
often generally interested to know whether
there has been a Brexit impact, and some
city centre buyers are still in a ‘wait and see’
pause as a result of Brexit. But generally
there has been little affect and we continue
to see new entrants into the city centre
market who are filling any gaps from people
who are waiting or pausing.
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Scotland
Across Scotland, house market sales are up
2.5% over the same period one year ago,
with quarter on quarter sales also up
regionally, West Lothian, Dundee and Perth
& Kinross seeing the biggest increases.
Since the new Land and Buildings Transfer
Tax was introduced earlier this year, the
upper end of the market has been cooling
although the lower end is buoyant,
particularly as interest rates are low and
mortgages for first time buyers are prevalent.
In Edinburgh this quarter, demand continues
to outstrip supply and re-sale price
valuations remain buoyant while new build
units continue to attract good sales prices at
locations as diverse as Currie (Kinleith Mill),
Liberton (Alnwickhill) and Leith (Brunswick
Road). Meanwhile, the Aberdeen market has
steadied slightly and whilst it is a long way
off the 2014 high point, the general returns
remain plus or minus on £250 per sq ft,
which for most of Scotland would be seen as
a good rate. Stewart Milne has just
restructured its debt to allow an injection of
cash into the business to assist with bringing
forward new land for development. Stewart
Milne is currently seeking new house builder
partners for Phase 1 of the new settlement
at Countesswells in Aberdeen.
The Help to Buy (Scotland) scheme
continues to assist first time buyers and will
remain in place until 21 March 2019
(although the purchase price for eligibility
steps down on an annual basis over the next
three years).
In the flats versus houses market, this is
generally still being dominated by traditional
family houses across the majority of
Scotland. However, in Edinburgh in particular
there is evidence of housebuilders looking
to build flatted schemes within the City
Centre and Waterfront.
CALA’s two-bed flats are selling well at
Brunswick Road off Leith Walk, whilst CALA
are also planning flats at Donaldsons College
and Boroughmuir School sites in West
Central Edinburgh, as well as a large 440
unit development at Waterfront in Leith.

A majority of the scheme are due to be flats
and the remainder as townhouses and
colony flats. MNM Developments have
recorded significant interest in the traditional
first-time-buyer area of Meadowbank, but
with a product that is aimed at a different
market - they are developing 51 x 2 & 3 bed
flats, from £300,000 to £454,500. S1 (Teague)
Developments have begun the process to
resubmit a major planning application for
426 flats and colony flats at Salamander
Place in Leith, an area of Edinburgh that
has seen no significant housing investment
since pre-recession.
In terms of the land market, central Scotland
is performing well in areas where sites
don’t have large infrastructure ‘burdens’ and
there is still good competition for sites in the
right areas. Large strategic sites in these
areas are slow to start where local authorities
and Scottish Water have not prepared in
advance for new housing (ie: providing
schools and drainage facilities). Eastern
regions like Edinburgh and the Lothians have
been popular while post-referendum
housebuilders are adjusting margins to
account for the uncertainty but principally
this is being seen in more peripheral,
secondary locations. In general however, this
quarter has been fairly consistent with the
first half of the year, in terms of values and
volumes although there is some caution
beginning to be reflected in contracts.
The market is still dominated by the main
plcs of Taylor Wimpey, Bellway, Barratt and
Persimmon however Miller, CALA, Robertson
and Dandara are providing increased
competition. Indeed many of these ‘new’
competitors are continuing to expand in
Scotland, in particular Dandara (an Isle of
Man based company) is expanding into the
Edinburgh market area from its traditional
Aberdeen-base, seeking six new sites in the
Lothians and Edinburgh areas by Q2 2017.
We are also seeing funds and private equity
money from the south showing interest in
sites in and around the central belt where
there may be challenges with planning or
technical matters to overcome.
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Residential outlook
Demand for housing continues
unabated, and the strong and
competitive mortgage market is
likely to result in continued
house price inflation, even if the
pace of growth decelerates in
some markets.
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We continue to expect that UK house prices
will grow by an average of 3% this year, with
house price growth currently running at
5.4%, according to Nationwide. There is
some variation across the country in line
with what the various regions have posted
year to date. Prime central London growth
is expected to decelerate at a quicker rate
than the rest of London and the South East.
Nevertheless, growth across the wider
London region and the South East is once
again expected to outpace that in the
other regions.
For 2017, our regional house price forecasts
have largely been downgraded off the back
of the recent Brexit vote and the initial slump
in consumer confidence. Nevertheless,
we do expect to see some growth in every
region, and this will accelerate into 2018
and beyond.

Looking Ahead: Short-term
In the immediate future we expect that at
0.25%, the recent bank rate cut will continue
to boost activity in the mortgage markets. We
do not anticipate a rise in the interest rate for
some time, and indeed many analysts feel
that another cut to the rate may be
forthcoming, perhaps within the next 3-6
months. However, in a recent interview the
Bank of England Deputy Governor has also
suggested that the MPC could in fact raise
rates, in order to defend a falling Sterling, if
that were needed.
In the more immediate future, the
Chancellor’s Autumn Statement, due 23
November, is likely to provide some
economic and fiscal stimulus, particularly as
the Chancellor has said that he will use the
opportunity to ‘reset’ economic policy in the
country. It is widely suspected that the
Autumn Statement will introduce measures
to ease fiscal policy and pare back current

austerity measures, including an
abandonment of the pledge by the previous
Chancellor to balance the books by the end
of the current government. Ultimately this
means that the government will have to
borrow more, which may be controversial to
some but welcome by many others. The
Chancellor has said in the past that any
introduction of fiscal stimulus will also involve
a boost to infrastructure projects, with a
particular focus on roads and railways.
With regards to the residential market, the
Chancellor announced in September that a
new £3billion fund will be set up to support
small house builders increase the rate at
which new homes are built. Under the plans,
the Government will help small firms to
build 25,000 new homes by 2020, and
up to 225,000 in the longer term, while
simultaneously setting out changes to
planning rules to encourage more building
on brownfield sites. The Chancellor has
also announced an end to the mortgage
guarantee portion of the Help to Buy
scheme, with no new entrants from the
end of December 2016, although the equity
loan portion of Help to Buy will continue to
remain in place until 2021.

House Price Growth
2016 (%)

2017 (%)

2018 (%)

2019 (%)

2020 (%)

Total 2016–2020 (%)

London

5

2

4

6

6

25

Prime Central London

3

3

5

6

6

25

South East

5

4

4

5

5

25

South West

3

3

4

5

6

23

East Anglia

3

3

4

4

4

19

East Midlands

4

3

4

4

4

20

West Midlands

4

3

4

4

4

20

Wales

4

3

3

4

4

19

North East

3

3

4

4

4

19

North West

2

3

4

4

4

18

Yorkshire and Humberside

2

2

3

4

4

16

Scotland

2

3

3

4

4

17

UK

3

2

2

5

5

19

17%
Scotland

19%

Whether confidence remains and continues
to rise in the coming months, and whether
the overall economy and its various
indicators continue to move in a positive
direction, remains a key question. ‘Article 50’,
the official trigger for the UK to extricate
itself from the EU has still to be activated,
but once it is this may again cause further
nervousness amongst businesses, investors
and the general consumer, although with
less uncertainty as a formal path for exit
should then be laid. Nevertheless, it doesn’t
appear that the Brexit vote will dent UK
economic growth this year, and growth
for next year is still predicted to be in
positive territory.

North East

16%
18%

Yorkshire &
Humberside

North West

20%
20%
19%

Mainstream house price growth
2016–2020
Our house price forecasts are based on the
Nationwide house price index (excluding
Prime Central London which is based on the
Land Registry house price index). As a result
they reflect the whole market and new
developments may outperform.

East Midlands

West Midlands

19%

Wales

East Anglia

25%
23%
South West

South East

25%
London
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