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1 COMMENTARY
1.1

Welcome to the latest edition of ARK’s Market Synopsis report covering market
outcomes to the end of August and with Rightmove picking up reporting for
September. We have also included the Regulator for Social Housing Q1 report
in the final section of this report.

1.2

House prices in August seem to remain positive across all reports. Halifax states
a 1.6% increase in house prices, on a monthly basis. But outlooks are less
positive along with Nationwide, Halifax expects labour market conditions and
the housing market to weaken over the upcoming months.

1.3

We expect changes in buyer behaviours and property type demand (greater
interest in homes with gardens and decent outside space) to significantly shift as
an outcome of the pandemic and the RICS reporting supports that view stating
“the pandemic is expected to cause a lasting shift in the desirability of certain
property characteristics, as 83% of respondents anticipate demand increasing
for homes with gardens over the next two years.”

1.4

The RICS report shows buyer enquires decreasing slightly with a net balance of
63% of contributors reporting an increase in buyer interest during August (75%
in July). In addition, RICS reports a ‘strong growth’ in agreed sales with a net
balance of +61% of contributors seeing a pick-up (+58% in July). Near term
sales remain positive with a reading of +21% in August. With that said, 12month projections remain in negative territory.

1.5

Moving to house prices, at national level RICS reported a +44% increase in
prices, the strongest reading since 2016.

1.6

House prices increase in Hometrack’s reporting with the annual UK growth rate
at +2.6%. Hometrack further mentions that completed sales are set to be 15%
lower than in 2019.

1.7

Hometrack say we have seen FTBs being the driving force for sales. With that
said, when looking at demand by purchaser type since Feb-2020, Hometrack
identifies a gap opening between FTBs and homeowners. FTB demand has lost
momentum due to the growing uncertainty and reduced availability of higher
LVT mortgages. Demand for FTB has fallen in line with pre-COVID levels and is
expected to decline slowly over the rest of 2020.

1.8

The decline in lower LTV mortgages is a significant factor and one to a large
extent beyond the government's levers for boosting the market. It more greatly
affects FTB’s and lower income buyers such as those buying shared ownership
homes and we do expect this to impact, not so much demand, but buyer’s
capability to purchase.

1.9

The immediate outlook will be heavily skewed by governmental responses to
the second wave of Coronavirus. Recently, we saw England being introduced to
the three-tier lockdown system by the Prime Minister to help reduce the spread
of the Coronavirus. The change comes after the market experiencing a strong
rebound.
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1.10 Under the government’s new advice (in England and Scotland), where possible,
virtual viewings should be carried out before visiting properties in person in
order to minimise public health risks. You can still move home if you are in a
high alert (Tier 3) level area. Estate and letting agents and removals firms can
continue to work and people looking to move home can continue to undertake
viewings.
1.11 On 23rd October until 9th November Wales is in a firebreak lockdown to help
regain control of Coronavirus. This means that the housing market will be shut
for two weeks.
1.12 With all of these new restrictions in place, it is likely for us to see a dip in market
activity.
1.13 The housing market is affected by sentiment (see Hometrack sections 5.11 and
5.12) and uncertainty, what coronavirus and the responses to the pandemic
provide is uncertainty and that affects sentiment and reduces positivity, all of
which add up to a challenging outlook.
1.14 But demand for new homes caused by the rate of newly forming households
and the historic deficit in provision have not gone away; the demand for
affordable homes, without a significant change in funding levels will exceed
supply for years to come.
1.15 FTB’s, in the absence of lower ratio LTV mortgages and possibly more uncertain
of their employment prospects may well turn in greater numbers to market
rented homes as a solution to their near term housing needs, and the RICS (see
section 4.6) anticipate greater demand in this area.
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2 HALIFAX (AUGUST)
2.1

Russell Galley, Managing Director, Halifax, said: “House prices continued to beat
expectations in August, with prices again rising sharply, up by 1.6% on a
monthly basis. Annual growth now stands at 5.2%, its strongest level since late
2016, with the average price of a property tipping over £245,000 for the first
time on record.

2.2

“It remains highly unlikely that this level of price inflation will be sustained. The
macroeconomic picture in the UK should become clearer over the next few
months as various government support measures come to an end, and the true
scale of the impact of the pandemic on the labour market becomes apparent.

2.3

“Rising house prices contrast with the adverse impact of the pandemic on
household earnings and with most economic commentators believing that
unemployment will continue to rise, we do expect greater downward pressure
on house prices in the medium-term.”

6
5
4
3
2
1
0
-1

Monthly Change %

Quarterly Change %

Aug-20

Jul-20

Jun-20

May-20

Apr-20

Mar-20

Feb-20

Jan-20

Dec-19

Nov-19

Oct-19

Sep-19

-2

Aug-19

% Change seasonally adjusted HPI

Halifax House Price Change %

Annual Change %

Source: Halifax, IHS Markit

2.4

Click here to read more.
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3 NATIONWIDE (AUGUST)
HEADLINE

AUG-20

JUL-20

Monthly Index*
Monthly Change*
Annual Change
Average Price (not seasonally adjusted)

445.5
2.0%
3.7%
£224,123

436.9
1.8%
1.5%
£220,935

* Seasonally adjusted figure (note that monthly % changes are revised when seasonal
adjustment factors are re-estimated)
Source: Nationwide

3.1

Commenting on the figures, Robert Gardner, Nationwide's Chief Economist,
said: “UK house prices rose by 2.0% in August, after taking account of seasonal
effects, following a 1.8% rise in July. This is the highest monthly rise since
February 2004 (2.7%). As a result, annual house price growth accelerated to
3.7%, from 1.5% last month.

3.2

“House prices have now reversed the losses recorded in May and June and are
at a new all-time high.

3.3

“The bounce back in prices reflects the unexpectedly rapid recovery in housing
market activity since the easing of lockdown restrictions.

3.4

“This rebound reflects a number of factors. Pent up demand is coming through,
where decisions taken to move before lockdown are progressing. Behavioural
shifts may also be boosting activity, as people reassess their housing needs and
preferences as a result of life in lockdown.

3.5

“These trends look set to continue in the near term, further boosted by the
recently announced stamp duty holiday, which will serve to bring some activity
forward. “However, most forecasters expect labour market conditions to
weaken significantly in the quarters ahead as a result of the aftereffects of the
pandemic and as government support schemes wind down. If this comes to
pass, it would likely dampen housing activity once again in the quarters ahead.”

3.6

Click here to read more.
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4 RICS UK RESIDENTIAL MARKET SURVEY
4.1

The August 2020 RICS UK Residential Survey results continue to portray strong
momentum behind the sales market at present, even if the longer term view
remains more cautious. Meanwhile, the pandemic is expected to cause a lasting
shift in the desirability of certain property characteristics, as 83% of
respondents anticipate demand increasing for homes with gardens over the
next two years. On the same basis, net balances of -62% and -75% expect
demand to decline for homes located in highly urban areas and tower blocks
respectively.

4.2

Looking at the aggregate trend in new buyer enquiries over the latest survey
period, a net balance of 63% of contributors reported an increase in buyer
interest during August. This is marginally softer than the net balance reading of
75% returned last month, but is still consistent with a sharp rise in enquiries
nonetheless.

Source: RICS UK Residential Market Survey

4.3

New instructions being listed onto the sales market also continue to rise,
evidenced by a headline net balance of +46% of survey participants noting an
increase. Even so, given the strong sales activity of recent months, the average
number of homes currently held on estate agents books remains relatively low
in a historical context, at 42 properties.
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4.4

Alongside this, strong growth in agreed sales was cited for a third successive
month, with a net balance of +61% of contributors seeing a pick-up (+58%
previously). Looking ahead, near term sales expectations remain modestly
positive, posting a net balance reading of +21% in August, compared to +26% in
July. That said, the indicator capturing twelve-month sales projections is still in
negative territory, with the net balance coming in at -17% (down from -10% last
time). Anecdotal evidence suggests concerns over the broader economic climate
continue to drive this subdued assessment for sales market activity at the
twelve-month horizon.

4.5

Turning to house prices, the August survey feedback points to a sharp
acceleration in house price inflation over the month. Indeed, at the national
level, a net balance of +44% of respondents reported an increase in prices, the
strongest reading since 2016. This is up from a net balance of +13% last time
and marks a dramatic turnaround compared to the reading of -33% registered
back in May. What’s more, virtually all parts of the UK are now seeing prices
increase to a greater or lesser degree. The only exception is London, where
prices are cited to have remained more or less flat over the past two months.

4.6

In the lettings market, tenant demand continued to rise sharply, while landlord
instructions were broadly flat following a modest pick-up in July (non-seasonally
adjusted monthly series). Rental growth expectations over the near term have
now strengthened in each of the past three months, with a net balance of +31%
of contributors now anticipating an increase (+22% in July).

Source: RICS UK Residential Market Survey

4.7

Click here to read more.
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5 HOMETRACK (AUGUST)
5.1

House prices continue to increase as demand runs ahead of supply across the
UK housing market. The annual UK growth rate is +2.6%, up from +1% a year
ago.

5.2

The impetus for price rises shows no signs of slowing as new buyers continue
to enter the market. Since the start of the year, demand for housing is 39%
higher than at this stage last year. More buyers also bring more supply to the
market and available sales inventory is 10% higher than a year ago. Greater
supply increases choice for buyers and will keep the rate of house price
inflation in check.

5.3

The strength of the recovery so far is highlighted in new sales agreed which
over the last 9 months are 3% higher than over the same period last year - and
this with a 50-90-day closure of the housing market. The 3-4-month lag
between sales agreed and legal completion means we will not make up all the
ground lost during the market closure this calendar year.

5.4

Completed housing sales are set to be 15% lower than in 2019. A continuation
of demand and sales over the autumn, albeit at a slower pace, will support sales
volumes, and estate agency revenues, into the first quarter of 2021.

5.5

The strength of demand driving housing sales is not uniform across buyer
groups. Tracking demand by purchaser type on a rolling weekly basis since
February 2020 shows a gap opening between existing homeowners and FTBs.

5.6

FTB demand spiked immediately after the lockdown ended but has lost
momentum as a result of growing economic uncertainty and reduced availability
of higher loan to value mortgages. Demand from FTBs remains well above 2019
levels but has fallen back in line with pre COVID levels. We expect it to decline
slowly over the rest of 2020.
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5.7

In contrast, demand from existing homeowners was slower to respond
immediately after the lockdown but remains elevated, 37% higher than preCOVID levels and 53% above this time last year. There is pent-up demand in
this group that we believe could support the housing market into 2021. This
divergence in demand is clear at a region and country level with the relative
strength of FTBs weaker than that from existing homeowners when compared
to pre-COVID levels.

5.8

On a regional basis, the relative strength of FTB demand is not uniform. This
reflects the underlying profile of buyers and the level of reliance on higher loan
to value (LTV) mortgages, particularly at or above 90% LTV. In 2019 around a
fifth of all mortgages for home purchase were at this level. Reduced availability
of mortgages at or over 90% LTV – as lenders meet increased demand at mid to
lower LTVs – is a primary factor behind weakening demand.

5.9

90% LTV lending is most accessible in housing markets that have average or
below average house prices where loan to income limits do not exclude a high
proportion of would-be buyers. The strongest growth in FTB numbers in recent
years has been in regional markets outside southern England and we expect
FTB demand to be more affected in these regions.

5.10 Over the last decade, FTBs have been a key driver of increased housing sales.
They have accounted for a growing share of home purchases over time. FTB
demand over this period has been buoyed by Help to Buy and greater
competition in the higher LTV mortgage market. In 2019, FTBs overtook
mortgaged homeowners as the largest buyer group. This trend is set to reverse
as we move into 2021 with increased movement from existing homeowners
while FTB demand weakens in the face of restricted mortgage availability,
tighter lending criteria and growing economic uncertainty.
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5.11 We do not expect much change in current trends over the rest of 2020
although a further moderation in demand is likely as we move further into the
autumn. As well as the economic outlook and market sentiment, we need to
keep a watchful eye on the relatively rapid increase in new supply and the
pricing of this new stock.
5.12 If demand were to weaken suddenly then there is a risk of an overhang of
unsold stock and slowing in sale that would most likely require price reductions
to support sales. This process can take up to 6 months to work through the
system. This is one of many risks facing the market but, for now, the post
lockdown boost to demand is supporting unseasonably strong housing market
conditions. The shift in the profile of demand towards home movers is one that
has much further to run in our view.
5.13 Click here to read more.
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6 RIGHTMOVE
6.1

The trend of up-sizing to a larger home has continued at pace over the past
month, leading to record asking prices in the second-stepper sector, made up of
three- or four-bedroom homes. This price record has been fuelled by buyers
looking for more space, including both those who need extra space for their
families and those looking for room to work from home.

6.2

Overall prices have remained steady since they hit a record in July, up by a
marginal 0.2% on the month, and up by 5.0% annually, which is the highest
annual growth rate recorded since September 2016. Regions outside the South
of England have seen the strongest price jumps, with Yorkshire & the Humber,
East Midlands, West Midlands, North East, North West and Scotland all at new
records.

6.3

Nationally, sales agreed for the whole year to date are now down by only 5% on
the same period last year. Two regions – the East of England (+4%) and the
South East (+1%) – have already overtaken the number of sales agreed for the
same period last year, helped by higher average prices causing the stamp duty
holiday to have more of an impact for buyers and sellers in these areas.
Unsurprisingly both Scotland and Wales are in double digit declines as they are
still playing catch up from reopening their housing markets later than England,
and are now down by 21% and 16% respectively.
REGION/COUNTRY
Great Britain
East of England
South East
South West
London
North East
North West
Yorkshire and The Humber
East Midlands
West Midlands
Wales
Scotland

YEAR-TO-DATE SALES AGREED VS.
SAME PERIOD IN 2019
-5%
+4%
+1%
-1%
-3%
-4%
-5%
-6%
-6%
-7%
-16%
-21%
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6.4

In London, sales agreed for the year to date are down by just 3%, with a twospeed market in play. There is strong sales activity in Outer London, especially
for top-of-the-ladder* homes, while areas like Zone 1 are finding it more
challenging, where sales are down by 14% for the whole year to date
compared to the same period last year. The strong activity in Outer London has
helped the capital to climb back to being the second fastest region for the
average time taken to secure a buyer, now being beaten only by Scotland at 35
days. The average number of days to agree a sale in London is now 49, a
significant 20 days shorter than at this time last year. Nationally, the average
time to secure a buyer has dropped from 62 days in August 2019 to 53 this
August.

6.5

Rightmove’s analysis estimates that there are nearly 40% more sales currently
on the journey from agreeing a price towards completing the sale compared to
this time last year, leading to agents reporting that they are having to manage
expectations with clients and explain to them that their sales are going to take a
bit longer to complete.

6.6

Click here to read more.

*Top of the ladder: This figure represents asking prices at the top end of the market, covering all five
bed properties and above (houses and flats), as well as four bed detached houses.
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7 THE SOCIAL HOUSING REGULATOR - QUARTERLY
FOR Q1 APRIL TO JUNE 2020

SURVEY

7.1

This quarterly survey report is based on regulatory returns from 215 private
registered providers (PRPs) and PRP groups who own or manage more than
1,000 homes.

7.2

AHO sales were 1,963 units (March: 3,959) compared to the 1,663 completions
reported in the quarter (March: 4,870). The number of units acquired or
developed significantly reduced by 66%, to the lowest figure it has been over
the last five years, with the previous lowest figure reported in quarter one of
2016/17. The total number of unsold AHO units increased marginally by 1% to
reach 7,906 at the end of June (March: 7,808), however this was driven by a low
number of units being acquired or developed during the quarter rather than a
high level of sales.

7.3

The number of units unsold for more than six months increased by 43% to
3,460 (March: 2,428). Around one-third of providers have reported that many of
these properties have either been reserved or sold subject to contract and it is
anticipated that more units will be completed by next quarter.

7.4

The small increase in the number of unsold AHO units at the end of the quarter
was partly driven by an additional provider completing the Quarterly Survey for
the first time, contributing an additional 429 unsold AHO units in the quarter.
This is also partially offset by a significant reduction in the number of units
acquired or developed in the quarter by 66%.

7.5

The 1,963 sales achieved in the quarter to June 2020 was the lowest number
reported over the last five years. This was a reduction of around 50% compared
to previous quarter and coincides with the significant reduction in units
completed within the quarter,

7.6

Of the unsold AHO stock at the end of the quarter, 44% had been unsold for
over six months (March: 31%), compared to an average of 27% over the last
three years. This is the highest number reported over the last five years and half
of this stock was held by 12 providers. 30% of the units unsold for over six
months were held by providers operating mainly in London and the South
East15, where development is concentrated; 30% of the AHO units completed
over the last 12 months were reported by providers operating mainly in these
areas.

7.7

There were 10 providers holding over 100 units of stock that had been unsold
for more than six months, accounting for 45% of the total figure. Where sales
income has been delayed, the regulator will monitor the provider’s liquidity
exposure. We continue to monitor this risk on an ongoing basis and to test
business plans to ensure that they are robust enough to cope with a range of
adverse scenarios.
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7.8

Development for outright market sale continues to be concentrated in relatively
few providers. There were 508 sales in the quarter (March: 1,363) compared to
the 347 units developed for market sale (March: 1,944). The last time sales
figures were this low was in quarter one of 2015/16. The total number of
unsold market sale units decreased by 8% to 2,816 at the end of June (March:
3,073). This was due to a number of unsold properties in the previous quarter
being exchanged or reserved, with anticipated completion in quarter one. The
number of units unsold for over six months increased by 28% to 1,520 (March:
1,190).

7.9

The decrease in the number of unsold market sale units also reflected the low
number of units acquired or developed in the quarter. The 347 completions in
the quarter to June 2020 was the lowest number reported since the data was
first collected, and a decrease of 82% from the previous quarter, which was the
highest number of market sale unit completions reported to date. An average of
1,282 units were completed in each of the past three quarters, compared to an
average of 1,240 per quarter over the last three years.

7.10 Of the unsold market sale stock at the end of the quarter, 54% (1,520 units) had
been unsold for over six months (March: 39%), compared to an average of 38%
over the last three years. This is the highest number reported over the last five
years and half of this stock was held by five providers. 41% of the units unsold
for over six months were held by providers operating mainly in London and the
South East, where development continues to be concentrated; 41% of the
market sale units completed over the last 12 months were reported by
providers operating mainly in these areas.
7.11 The pipeline of AHO completions expected in the next 18 months was reported
to be 33,230 (March pipeline: 29,221) of which 28,684 units were contractually
committed. This is a 2% drop relative to December pipeline numbers, where
33,953 units were forecasted, however it would be an increase of 49%
compared to the actual performance in the 18 months to June 2020, when
there were 22,351 AHO completions. This is due to a 14% increase in pipeline
numbers compared to previous quarter, and a significant reduction in units
delivered this quarter by 66%. It is anticipated that pipeline numbers will
continue to change amid the uncertainty over the coming months as business
plans are revised.
7.12 For market sale, completions expected over the next 18 months were reported
to be 10,390 (March pipeline: 9,983), of which 9,706 were contractually
committed. This is a 14% drop in December pipeline numbers, where 12,063
units were forecasted, however it would be 28% higher than the 8,149 market
sale completions achieved in the 18 months to June 2020. In total, pipeline
development estimates for both AHO and Market sales increased by 11% from
the previous quarter, although these figures may further change as providers
continue to review and re-phase development plans.
7.13 Click here to read more.
ARK Consultancy Limited
September 2020
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If you need help or advice on any aspect
of this report, please contact:

Chris Seeley – Director
Email: cseeley@arkconsultancy.co.uk
Telephone: 07770532571

