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ARK’s Market Synopsis

1 COMMENTARY
1.1

Welcome to the latest edition of ARK’s Market Synopsis. As regular readers
know the report lags behind the month in which the report is published, and this
report covers market outcomes to the end of November with only Rightmove
picking up reporting for December.

1.2

No one is yet reporting the latest impacts of lockdown across the UK, but with
estate agents, at least in England, able to stay open and removal firms able to
operate there seems to be an acknowledgement of the importance of
maintaining a buoyant housing market.

1.3

And buoyant it currently is, with all parties showing positive activity up to the
point of their reports. Hometrack provides this explanation for continuing house
price growth “over the whole of 2020 we have recorded 40% more demand for
housing than in 2019. The flow of new supply onto the market has been 4%
higher than 2019 and this supply/demand mismatch explains why house price
growth is increasing”.

1.4

In this commentary, we are looking beyond the data to the outlook for the
market and emerging trends. We have previously reported on the themes of “a
race for space” and the drive to the countryside and there is growing evidence
of these two themes becoming driving factors in the market.

1.5

Halifax reports “the current market continues to be shaped by a desire for more
space, the move from urban to rural locations and indications of a trend for
more home working in the future”.

1.6

Hometrack are more explicitly saying “The search for space has been a key
feature of the rebound in market activity as households re-evaluate their
housing requirements. Demand for family housing with gardens, parking and
extra space to work from home has continued to rise. For those looking to buy
flats, buyers are prioritizing homes with private outside space but not all homes
can meet this requirement which is then reflected in pricing levels and the time
to sell”.

1.7

They go on to say, “Segmenting house price index by property type shows that
the search for space is having an impact on price inflation with houses recording
annual price inflation 2x that for flats”.

1.8

Zoopla found that “44% of movers’ plans were not influenced by the stamp duty
holiday -they remain focused on the need to relocate and find more space and a
better location”.

1.9

What this emerging evidence tells readers is that we all need to pay particular
attention to the internal design and external spaces, as well as private and
communal spaces across our new schemes.
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1.10 We need to very carefully consider how many and what type of flats we build
and pay particular attention to outdoor spaces on these schemes. There is a real
challenge for those providing affordable rented homes where demand is high
and customer choice more limited. It is clear what is happening in the sales
market and we should reflect some of that thinking in the provision of
affordable homes.
1.11 The market has bucked the initial expectations of commentators, including the
writer, and performed well in excess of expectations during 2020, one cannot
help though comment that this will probably not be the case in 2021 and we
draw readers attention to the following comments:
•

•

•

•

Halifax say “a slowdown in housing market activity is likely over the next
12 months.” They go on to say “perhaps sharply if the labour market
weakens as most analysts expect, especially once the stamp duty holiday
expires at the end of March”.
Nationwide say “The outlook remains highly uncertain and will depend
heavily on how the pandemic and the measures to contain it evolve as
well as the efficacy of policy measures implemented to limit the damage
to the wider economy”
Hometrack reports that “the housing market is not immune to economic
forces and rising unemployment. Economic pressures are already
impacting in parts of the market, reducing the volume and share of sales
in less wealthy areas, for example”.
However, Rightmove are a little more upbeat by saying “The unexpected
market momentum of 2020 overcame the unknowns of the pandemic
and associated economic fallout, and though headwinds and uncertainties
remain, demand for housing and buyer affordability appear to be strong
enough to outweigh some of these dampening effects”.

1.12 We are suggesting that readers should not rely on further significant house
price growth, one should expect longer sales periods for completions from next
summer. Shared ownership sales may be affected more by unemployment with
many of our customers in roles disproportionately affected by the pandemic.
1.13 There are some early signs that this latest lockdown has had a greater impact on
the public psyche despite the good news regarding the roll-out of the vaccine.
As we have often said the market is driven by sentiment, so we advise keeping
an eye on how positive people are feeling.
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2 HIGHLIGHTS
2.1

In November, Halifax reported an increase in house prices by more than 1%.
The average property price currently stands at just over £253,000, which has
risen by more than £15,000 (6.5%) – strongest five-monthly gain since 2004.
Halifax further adds “properties sold to home-movers recorded a much higher
rate of annual house price inflation (+7.9%) than first-time buyers (+5.8%).”

2.2

Meanwhile, Nationwide reported an increase in annual house price to 6.5% in
November – highest since January 2015.

2.3

Looking at the RICS reporting a headline net balance of +25% of survey
participants saw an increase in agreed sales over the month. Wales and
Northern Ireland are still seeing particularly strong growth. However, the West
Midlands, East Midlands and Scotland have begun to see a flatter trend emerge.

2.4

Reporting from Hometrack shows the annual rate of UK house price growth
increasing to +3.9% in November. Momentum for house price growth is coming
in from northern England and Wales. Hometrack expects house price growth to
slow to +1% by the end of 2021.

2.5

Rightmove forecasts a robust 4% national average house price growth in 2021.
It further mentions that prices will rise at a slower pace than 2020, which
finished up by 6.6% despite a small monthly fall of 0.6% (- £2,080).

2.6

The new year has seen COVID cases rise to a new high, to help reduce the
spread of the virus the government announced a new lockdown. During the
lockdown we have seen how the pandemic has affected the wellbeing of
people. We are all facing challenges in terms of health, work and home life. The
ARK Academy has developed a range of remote workshops and seminars to
support mental health awareness and resilience. To find out more click here.
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3 HALIFAX (NOVEMBER)
3.1

Russell Galley, Managing Director, said: “House prices rose by more than 1% in
November, adding almost £3,000 to the cost of a typical UK home. At just over
£253,000, the average property price has risen by more than £15,000 since
June. In percentage terms that equates to 6.5% - the strongest five-monthly
gain since 2004.

3.2

“With mortgage approvals at a 13-year high, the current market continues to be
shaped by a desire for more space, the move from urban to rural locations and
indications of a trend for more home working in the future. And while industry
data shows agreed sales and new instructions to sell fell to their lowest in the
past five months, both remain at historically high levels and well above seasonal
norms.

3.3

“As the March deadline for the stamp duty holiday approaches, properties sold
to home-movers recorded a much higher rate of annual house price inflation
(+7.9%) than first-time buyers (+5.8%). It is interesting to note that the stamp
duty saving of £2,500 on a home costing £250,000 is now far outweighed by
the average increase in property prices since July.

3.4

“The housing market has been much more resilient than many predicted at the
outset of the pandemic, and indeed many households remain confident about
further price growth next year. However, the economic environment continues
to look challenging. With unemployment predicted to peak around the middle of
next year, and the UK’s economy not expected to fully recover the ground lost
over 2020 for a number of years, a slowdown in housing market activity is likely
over the next 12 months.”
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3.5

Click here to read more.
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4 NATIONWIDE (NOVEMBER)
4.1

Commenting on the figures, Robert Gardner, Nationwide's Chief Economist,
said: “Annual house price growth accelerated from 5.8% in October to 6.5% in
November – the highest outturn since January 2015. House prices rose by 0.9%
month-on-month in November after taking account of seasonal effects,
following a 0.8% rise in October.
HEADLINES

NOV-20

OCT-20

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

457.8
0.9%
6.5%
£229,721

453.9
0.8%
5.8%
£227,826

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

4.2

“Data suggests that the economic recovery had lost momentum even before the
latest lockdown came into effect. Economic growth slowed sharply from 6.3% in
the month of July to 2.2% in August and 1.1% in September, even though the
economy was still around 8% smaller than its pre- pandemic level at that point.
Rising infection rates and tighter social restrictions will have resulted in a further
hit to growth in October and November.

4.3

“Labour market conditions also weakened with the unemployment rate rising to
4.8% in the three months to September – still low by historic standards, but up
from an average of 3.8% in 2019. The extension of the furlough scheme to
March 2021 will help limit job losses in the short term by enabling firms to
retain more staff that they would have done otherwise.

4.4

“Despite these headwinds, housing market activity has remained robust.
October saw property transactions rise to 105,600, the highest level since
2016, while mortgage approvals for house purchase in the same month were at
their highest level since 2007 at c97,500.

4.5

“The outlook remains highly uncertain and will depend heavily on how the
pandemic and the measures to contain it evolve as well as the efficacy of policy
measures implemented to limit the damage to the wider economy. Behavioural
shifts as a result of Covid-19 may provide support for housing market activity,
while the stamp duty holiday will continue to provide a near term boost by
bringing purchases forward.

4.6

“However, housing market activity is likely to slow in the coming quarters,
perhaps sharply, if the labour market weakens as most analysts expect,
especially once the stamp duty holiday expires at the end of March.

4.7

Click here to read more.
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5 RICS: UK RESIDENTIAL MARKET SURVEY (NOVEMBER)
5.1

At the national level, a net balance of +27% of respondents cited an increase in
new buyer enquiries during November. While still comfortably positive, this
latest return is down from a figure +42% in October.

5.2

Fresh listings coming onto the sales market continued to rise, evidenced by a
net balance of +16% of contributors noting an increase in November. This
marks the sixth month in succession in which new instructions have picked up
at the headline level, albeit the latest monthly rise reported was the smallest
throughout this stretch (in net balance terms).

5.3

A headline net balance of +25% of survey participants saw an increase in agreed
sales over the month (compared to a reading of +41% in October). When
disaggregated, sales continue to rise across most parts of the UK according to
survey feedback, with Wales and Northern Ireland still seeing particularly strong
growth. That said, some areas such as the West Midlands, East Midlands and
Scotland have begun to see a flatter trend emerge, as the latest readings fell out
of positive territory.

Source: RICS: UK Residential Market Survey

5.4

Looking ahead, near term sales expectations have now turned broadly neutral at
the national level. The headline net balance slipped from +15% in October to 4% in the latest returns, pointing to a levelling out in sales over the coming
three months. At the twelve-month horizon, sales expectations remain negative,
with a net balance of -21% of respondents foreseeing weaker sales volumes
next year.
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5.5

Turning to house prices, respondents continue to report a significant degree of
upward pressure currently, with the latest net balance coming in at +66% at the
national level (broadly unchanged from +67% in October). Strong momentum
behind house price inflation is being cited across virtually all parts of the UK, led
by especially strong feedback in Wales and the South West of England.

5.6

Interestingly although prices are reported to be rising marginally in London, the
capital does stand out as having the softest net balance by some margin. The
latest figure across the capital stands at +9% compared to a national net balance
of +76% when London is excluded.

5.7

Back at the UK-wide level, near term price expectations continue to signal a
more moderate pace of price growth coming through over the next three
months, with the latest net balance standing at +13%. That said, expectations
strengthened slightly regarding the outlook for the year ahead, as a net balance
of +20% of respondents now envisage prices rising over the next twelve months
(up from +8% in previously).

Source: RICS: UK Residential Market Survey

5.8

Click here to read more.
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6 HOMETRACK (NOVEMBER)

6.1

The annual rate of UK house price growth has moved higher to +3.9% in
November up from +1.3% a year ago. The 3-month growth rate peaked at 2% in
September and has slowed, suggesting annual growth will start to plateau at
c.5% in 2021 Q1.

6.2

The impetus for house price growth is coming from northern England and Wales
where affordability remains less of a barrier to price growth. Average prices in
the North West are increasing at 5% followed by Wales and Yorkshire and the
Humber (both 4.9% - see map at page 6). At a city level, Manchester is
registering growth of 5.7% followed by Leeds, Nottingham and Liverpool all
recording growth over 5% per annum.

6.3

Market conditions remain strong as we move towards the Christmas break.
Demand has slowed since the summer but remains 33% higher than a year ago
when the General Election impacted levels of activity. Over the whole of 2020
we have recorded 40% more demand for housing than in 2019. The flow of new
supply onto the market has been 4% higher than 2019 and this supply/demand
mismatch explains why house price growth is increasing.

6.4

Sales agreed continue to run ahead of last year by over 40%, in line with above
average demand. Over the course of 2020 we have recorded 9% more new
sales agreed than in 2019. These sales convert into completions after 3-4
months so a proportion of these new sales will not complete until 2021.

6.5

The rebound in sales has been strongest in the South East and Eastern regions
where they are more than 20% higher than 2019. Sales agreed have lagged in
Scotland, Wales and Northern Ireland as a result of longer market housing
market closures than in England over the year.
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6.6

A combination of more sales at higher prices means the total value of residential
property that has changed hands in 2020 is 26% higher than last year. This
equates to an additional £62bn of sales which takes the annual total value to
over £300bn.

6.7

This will significantly boost estate agency revenues and explains why the value
of mortgage approvals for home purchase in October is 68% higher than a year
ago (reflecting sales agreed 2-3 months prior, in the peak of the rebound).

6.8

Sales activity in the south of England has been lower than historical averages in
recent years, so this year’s bounce-back in activity – coupled with higher
average selling prices – means that the total value of homes sold in 2020 in the
East of England and the South East is up to 37% higher than in 2019.

6.9

Stronger housing market conditions in northern English regions last year, explain
why the growth in sales in these areas has been more in line with the national
average.

6.10 The search for space has been a key feature of the rebound in market activity as
households re-evaluate their housing requirements. Demand for family housing
with gardens, parking and extra space to work from home has continued to rise.
For those looking to buy flats, buyers are prioritizing homes with private outside
space but not all homes can meet this requirement which is then reflected in
pricing levels and the time to sell.
6.11 Segmenting house price index by property type shows that the search for space
is having an impact on price inflation with houses recording annual price
inflation 2x that for flats. There is a spread in growth rates by area but in all
cases the rate of growth for flats is lower than for houses.
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6.12 As we approach the final two weeks of the year, housing market activity is
slowing but remains unseasonably strong. The ‘once in a lifetime reassessment
of housing’ kick-started by the pandemic has further to run in our view. As
households look to the future, and with no immediate end in sight to
restrictions, a proportion will continue to re-assess their housing priorities.
6.13 Stamp duty is a factor supporting demand, but we have questioned the scale of
the importance. A recent consumer survey by Zoopla found that 44% of
movers’ plans were not influenced by the stamp duty holiday -they remain
focused on the need to relocate and find more space and a better location.
6.14 We expect a seasonally strong start to 2021 with older, equity rich, long-time
owning households continuing to take a growing share of sales. Improved
availability of higher loan to value mortgages for those with deposits of 10% or
more are already increasing which will support first time buyers in 2021.
6.15 While market activity is being boosted by latent demand unlocked by the
pandemic, the housing market is not immune to economic forces and rising
unemployment. Economic pressures are already impacting in parts of the
market, reducing the volume and share of sales in less wealthy areas, for
example.
6.16 We expect house price growth to slow to +1% by the end of 2021 as demand
starts to weaken over 2021 H2. The number of completed housing transactions
will be buoyed by a strong Q1 with sales agreed over 2020 Q4 completing early
next year. Overall, we expect the number of completed housing transactions to
match 2020 levels at 1.1m.
6.17 Click here to read more.
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7 RIGHTMOVE (DECEMBER)
7.1

Rightmove forecasts a robust 4% national average house price growth in 2021
as there is strong evidence that people will continue to have their reprioritised
housing needs high on their life agendas. The unexpected market momentum of
2020 overcame the unknowns of the pandemic and associated economic
fallout, and though headwinds and uncertainties remain, demand for housing
and buyer affordability appear to be strong enough to outweigh some of these
dampening effects.

7.2

Rightmove does however predict that the price rises will be at a slower pace
than this year [2020], which finished up by 6.6% (up by £19,920 to £319,945)
despite a small monthly fall of 0.6% (- £2,080). The stamp duty holiday has
undoubtedly added some extra momentum, but buyer demand was already very
high prior to its announcement in July, and remains remarkably resilient at 53%
higher than this time a year ago, despite the decreasing likelihood of completing
a purchase by 31st March if it is agreed now.

7.3

It will be a busy start to 2021. Despite the clock ticking, around 130,000 sales
were agreed over the last month, up by a remarkable 44% on the same period in
2019. A month ago, we said that there were a massive 650,000 sales agreed
and in the pipeline, many of which will be aiming for completion before 31st
March to qualify for stamp duty savings. One month on, and a month closer to
that deadline, the figure remains at around 650,000 because 130,000 additional
sales have joined the processing logjam and replaced the 130,000 completions
or fall-throughs that have taken place in the last month. Some completions are
already projected to be delayed until April next year, especially where there are
search delays, legal issues or complex mortgage applications.

7.4

It will be a slower second quarter once the stamp duty holiday is over, though
even with the average price in Britain up by 6.6% this year, cheap mortgage
rates that available for some leave scope for further modest price growth
despite the loss of the tax saving. Indeed all regions have seen far greater
average price increases than the average savings in stamp duty, indicating
affordability headroom.

7.5

Pandemic-related uncertainties have been around for nearly a year, and Brexit
uncertainties for far longer, and record activity month after month has proved
that movers are willing and able to act on their new or existing housing
priorities. Demand has therefore exceeded supply in 2020 with the number of
properties coming to market for the year to date down by 0.6% on the same
period in 2019, and the number of sales agreed up by 8.3%. As a consequence
the number of available properties for sale is at a record low, indicating scope
for some further modest price increases overall in 2021 despite those
uncertainties.
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DECEMBER 2020
Monthly
Change

Annual
Change

Avg. days to
sell

Avg. price

Scotland

-2.1% ▼

7.5% ▲

32

£162,116

North East

-1.3% ▼

9.1% ▲

57

£159,381

Yorks. & Humber

-1.1% ▼

8.8% ▲

51

£207,156

East Midlands

-1.0% ▼

7.1% ▲

52

£242,803

East of England

-0.1% ▼

7.2% ▲

53

£365,938

London

-1.5% ▼

3.5% ▲

54

£620,986

South East

-0.6% ▼

5.5% ▲

55

£414,985

South West

-0.5% ▼

7.2% ▲

53

£320,017

Wales

-1.9% ▼

8.2% ▲

59

£210,943

West Midlands

-0.3% ▼

8.1% ▲

51

£242,656

North West

-0.4% ▼

10.6% ▲

51

£214,840

Region

Increase ▲
7.6

Decrease ▼

Click here, to read more.
ARK Consultancy Limited
January 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

