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Executive summary
* UK house prices unchanged over the last 12 months

* Prices rising across all areas over last quarter. Annual rate of price
inflation remains negative across southern England, rising elsewhere

* Home buyers and sellers largely undeterred by election campaign
« Demand (6%) and sales agreed (8%) both higher than last year

* 75% of the 1.1m sales projected for this year are either complete or in
the sales pipeline

*  We calculate UK house prices are currently 8% ‘over-valued’ and by
end of 2024 prices will be ‘fairly valued’

* UK house prices on track to be 1.5% higher over 2024
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Home buyers and sellers shrug off election

The recent pick up in sales market momentum has continued over
1 5 o June, albeit at a slightly slower pace than the previous 2-3 months.
+ ° /O New sales agreed are still running 8% higher than a year ago'and
Forecast for UK house other key measures of market activity are also higher year on year.

price inflation over 2024 There are signs that market activity is starting to slow as we
approach the quieter summer period. Buyers and sellers who were
at the start of the home buying process when the election was
called are more likely to have delayed their buying decisions until
after the election, adding to the slowdown in activity.

Sales agreed are down slightly month on month across all regions,
led by the North East (-6%) and West Midlands (-5%). The overall
stock of homes for sale continues to grow across all areas, albeit at
a slower rate than recorded over recent months. There are still
almost a fifth more homes for sale than a year ago.

House price inflation static, still negative in south

Improving sales volumes over H12024 has led to a firming in
average house prices which is reflected in our house price index. All
regions and countries of the UK have registered an increase in
house prices on a month-on-month basis since January.

The annual rate of UK house price inflation is now static at 0% in
May 2024, up from a low of -1.3% in November 2023 and +1.6% a
year ago. House prices continue to register annual price falls
across southern England at a slowing rate. Prices continue to
increase across the rest of the UK by up to 3.3% in Northern Ireland.

We see no evidence that price rises will pick up speed in the coming
months. However, UK house prices are on track to be 1.5% higher at

the end of 2024 as consecutive monthly price falls over the last six

months of 2023 ‘drop out’ of the annual growth rate.

Annual house price falls persist across southern England
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1.1m

Projected sales
completions in 2024

2 Source Bank of England Bankstats —

average quoted mortgage rate for a new 75%

LTV loan fixed for 5 years

75% of this years’ sales are completed or in progress

The 4-5 months between a sale being agreed and then completed
means we have a good view into the sales pipeline for 2024. Our data
shows the market is still on track for 1.1m sales this year.

Three quarters of these 1.1m expected sales have either been
completed, or they have been agreed and are working their way
toward a completion when the buyer gets the keys and can move in.
There are still over a quarter of a million sales yet to be agreed that
we expect to complete by the end of 2024.

The 1.1m sales is 10% higher than 2023 but still below the 20-year
average. It is positive that sales are rising despite higher borrowing
costs and shows more realism on the part of sellers and renewed,
cautious confidence amongst buyers.

75% of this year's 1.1m sales are already completed or in progress
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Sales market has proved resilient

The housing market has been very resilient over the last year given the
rise in mortgage rates.2 These averaged below 2% in late 2021 and
stand at 4.7% today, spiking well over 5% in October 2022 and again
over the summer of 2023.

Higher borrowing costs have reduced the buying power of new buyers.
Rather than sizable price falls the main impact has been a sharp
decline in the number of sales which were 23% Lower over 2023.

House prices haven’t fallen as there have been few forced sellers.
Unemployment has stayed low by historic standards, and there are a
relatively small number of people struggling to pay their mortgage
and falling into arrears despite wider cost of living pressures.

House prices still look expensive on various measures of affordability.
We expect house price inflation to remain muted, likely to rise more
slowly than household incomes over the next 1-2 years.
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+13%

Peak ‘over-valuation’ of
UK house prices in
recent cycle 2023 Q4

3 The over-under valued analysis is based on
a long-run ONS series for the average
household disposable income for all
households in all tenures. We assume a fixed
proportion of income (25%) is spent on
mortgage repayments over time. Using the
prevailing mortgage rate over time, we can
calculate the amount of mortgage that is
affordable for the average mortgage term for
a new buyer. The average LTV for home
buyers over time is used to then estimate the
affordable house price for the average UK
household. This figure is compared to the
actual price of homes to get a measure of
over/undervaluation.

4 This version of the over/under valuation
analysis is slightly different from previous
versions. In the past we assumed a 25-year
mortgage term across the series. This updated
version uses the actual term which is now
closer to 29 years (UKF) for all new buyers.
This is a figure that has been rising as buyers
use long terms to gain slightly enhanced
buying power. It delivers a lower over-
valuation peak and more closely reflects the
reality of how buyers are funding purchases.

Housing remains over-valued but the trend is improving

One way we track affordability is to measure the extent to which
actual house prices are higher or lower than an ‘affordable house
price’ calculated from household incomes and mortgage ratess,

The recent jump in mortgage rates led to house prices becoming over-
valued by 13% at the end of 2023. This is less severe than in the run up
to 2007 (the global financial crisis) and the late 1980’s ‘house price
bubble’. Double digit price falls followed both these periods of over-
valuation. Price falls have been smaller more recently as the over-
valuation was more modest and sales volumes have taken the hit.

Faster wage growth over the last 3 years has boosted household
disposable incomes and helped offset some of the impact of higher
mortgage rates. Mortgaged buyers have also been taking longer term
mortgages to eke out that extra 5%+ of additional buying power*.

We estimate that house prices were 8% over-valued at the end of Q1
2024 but by the end of the year this over-valuation will disappear. This
assumes house prices rise 1.5% and mortgage rates remain at 4.5%.

UK house prices on track to be 'fairly' valued by end of 2024
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Interest rates hold the key

Looking ahead, the near-term outlook for the sales market really
depends on the outlook for mortgage rates which are a function of the
outlook for interest rates. Any reductions in the base rate over the
summer and into the autumn will deliver a boost to market sentiment
and sales activity, even though the impact on fixed rate mortgages
will likely be more muted.

Based on city forecasts for base rates, we expect mortgage rates to
remain in the 4-4.5% range going into 2025. This is sufficient to support
sales volumes and low, single digit levels of house price inflation.
House prices in the south of England are expected to continue to
under-perform the UK average as they realign with incomes. Real
income growth is the key to supporting sales and demand into 2025.
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House Price Index - Country, region and city summary

Note: The Zoopla house price index is a repeat sales-based price index, using sold prices, mortgage
valuations and data for agreed sales. The index uses more input data than any other and is
designed to accurately track the change in pricing for UK housing.

May 2024 Index
(Published June 2024)

Source: Zoopla House Price Index
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City in house price
1 Belfast 3.4%
2 Manchester 1.6%
3 Sheffield 1.3%
4 Glasgow 1.3%
5 Cardiff 1.2%
6 Liverpool 1.2%
7 Newcastle 1.2%
8 Birmingham 11%
9 Leeds 0.9%

10 Edinburgh 0.2%
11 Bristol -0.2%
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Zoopla House Price

Index, city summary,

May 2024

Source: Zoopla House
Price Index. Sparklines
show last 12 months
trend in annual and
monthly growth rates -
red bars are a negative
value - each series has
its own axis settings
providing a more
granular view on price
development.
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Average % YoY % YoY Monthly Annual
price May-24 May-23 trend trend
United Kingdom £264,900 0.0% 1.6% ————
20 City Composite £305,100 0.0% 1.7% ————— —_
Belfast £173,900 3.4% 1.0% = e il
Manchester £224.500 1.6% 26% T wm - Eee . es—
Sheffield £172,200 1.3% 25% ™ = mee e
Glasgow £148,200 1.3% 22% T B o e ollie.
Liverpool £159,000 1.2% 27% — =" em
Cardiff £254900  12% 24% % ——m e e
Newcastle £154,100 1.2% 30% e A
Birmingham £209,300 11% 31% e e —
Leeds £208,500 0.9% 23% B= _emllan e
Edinburgh £272,400 0.2% 4% = — == E—
Nottingham £201,600 -0.2% 35% Tt Eeme
Bristol £337,200 -0.2% 12% T e T ———
Southampton £257,600  -0.3% 1.3%  —
London £535,700 -0.4% 0.3% W " ——
Leicester £224,900 -0.5% 21%  T——— T ————
Cambridge £467,200 -0.9% 1.4% — T ——
Oxford £448,500 -0.9% 0.9% =——w T @ - —
Portsmouth £279,100 -1.2% 12% TTe—m—TT T ———
Aberdeen £137,400 -1.3% S24% T e———
Bournemouth £331,700 -1.5% 11% T Te——

Source: Zoopla House Price Index. Sparklines show Last 12 months trend in annual and monthly
growth rates — red bars are a negative value — each series has its own axis settings providing a more
granular view on price development.

If you have any questions about our research please do get in touch

Richard Donnell Theo Brewer

Director of Research & Insight Director of Innovation

richard.donnell@zoopla.co.uk theo.brewer@hometrack.com

Sign up for all the latest research from Zoopla at
advantage.zpg.co.uk

The information and data in this report was correct at the time of publishing and high standards
are employed to ensure its accuracy. However, no reliance should be placed on the information
contained in this report and Zoopla Ltd and its group companies make no representation or
warranty of any kind regarding the content of this article and accept no responsibility or liability
for any decisions made by the reader based on the information and/or data shown here.
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