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COMMENTARY
Welcome to the latest edition of ARK’s market synopsis report
covering market outcomes to the end of December 2020 and with
Rightmove picking up reporting for January 2021 .

1.1

The year ended with Halifax reporting the annual house price in December 2020
standing at 6.0% (+7.6% in November 2020). Annual house price growth rose to a sixyear high of 7.3% (-6.5% in November 2020) in Nationwide’s reporting.

1.2

But there are headwinds likely to affect the market later in 2021, Halifax say “In the
near-term, and with mortgage approvals still sitting at a 13-year high, there may be
enough residual strength in the market to sustain prices up to the deadline for the
stamp duty holiday and the scaling back of Help to Buy at the end of March. However,
with the pace of the UK’s economic recovery expected to be constrained by the
renewed national lockdown, and unemployment widely predicted to rise in the coming
months, downward pressure on house prices remains likely as we move through 2021”.

1.3

The RICS is reporting indicators starting to soften, and Nationwide say “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”.

1.4

The rule looking forward and beyond March seems to be to apply a prudent approach
to pricing and sales rates.

1.5

We have previously said how the pandemic has bucked our expectations and that there
are strong drivers underpinning demand; the “race for space” and the “drive to the
countryside” may continue to be positive factors going forward coupled with the still
significant under production of new homes creating demand.

02

HIGHLIGHTS

2.1

In the RICS reporting key indicators are starting to soften, “In terms of new buyer
demand, a headline net balance of +15% of survey participants saw an increase in
enquiries during December. Although still positive and therefore indicative of some
degree of uplift in demand, this latest reading is down from +26% last time out and has
now moderated in five successive reports.” Adding to this agreed sales was pencilled in
at a net balance reading of +18% in December, compared with +24% previously.

2.2

RICS also reports house price inflation remained high across most parts of the UK
which is putting upward pressure on house prices. “the national net balance has now
remained in a tight range of between +61% and +65% in each of the last four months.”

2.3

Like other sources, RICS also anticipated a loss of momentum in the near-term outlook.
With that said the 12-month outlook looks to portray a more positive picture with a net
balance of +24% of respondents anticipating national house prices to be higher in a
year’s time.
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2.4

Moving to Hometrack, house price growth is at 4.3% in December 2020, the highest
since April 2017. Annual house price inflation is highest in Wales and North West
which is at +5.4%. Regionally, house price growth is at a decade high across the North
East, North West and Yorkshire and the Humber – highest since before the global
financial crisis.

2.5

Hometrack also mentions the flow of new supply onto the market is down 12% than
this time last year (Dec-2019). However, London is the one area where supply is
growing with flats accounting for much of this increase. Hometrack believe “this is a
combination of 1) more owners looking to trade up from flats to houses motivated by a
desire for space and more flexible working patterns; 2) investors looking to sell homes
in the face of falling rents and expectations of an increase in capital gains tax rates in
2021.”

2.6

Furthermore, a lack of new listings, together with rising demand and more new sales
being agreed will reduce the availability of homes for sale. In the near term, this will
keep an upward pressure on house price growth, especially if demand remains in line
with or ahead of last year.

2.7

Looking at reporting for January 2021, Rightmove reports the average price of property
coming to market falls by 0.9% (-£2,887). Buyer activity has continued to exceed the
same period a year ago, despite being uplifted by the post-election ‘Boris bounce’.

2.8

The Rightmove analysis shows that it is taking 126 days from the time an offer is
accepted until legal completion. There are 613,000 who are already in the sales agreed
pipeline and around 100,000 of those will miss out on their stamp duty saving.
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HALIFAX (DECEMBER 2020)

3.1

Average houses prices rose again in December, stretching the current run of
continuous gains to six months. However, the monthly rise of 0.2% was the lowest
seen during this period and significantly down on the 1.0% increase in November.

3.2

2020 was a tale of two distinct halves for the housing market. Following a strong start,
the first half was dominated by the restrictions on movement due to COVID-19, and
prices were subsequently down 0.5% at mid-year as the market effectively ground to a
halt. However, when the market reopened, prices soared as a result of pent-up
demand, a desire amongst buyers for greater space and the time-limited incentive of
the stamp duty holiday.

3.3

All this left average prices sitting some 6.0% higher at the end of 2020 when compared
to December 2019, a notably strong performance given the anticipated impact of the
pandemic earlier in the year. Whilst the annual rate of inflation did fall compared to
November (+7.6%) to stand at its lowest level since August, it should be noted that this
also reflects a particularly strong period for house prices towards the end of 2019 as
political uncertainty at that time began to ease.

3.4

In the near-term, and with mortgage approvals still sitting at a 13-year high, there may
be enough residual strength in the market to sustain prices up to the deadline for the
stamp duty holiday and the scaling back of Help to Buy at the end of March. However,
with the pace of the UK’s economic recovery expected to be constrained by the
renewed national lockdown, and unemployment widely predicted to rise in the coming
months, downward pressure on house prices remains likely as we move through 2021.
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Click here to view full report.
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NATIONWIDE (DECEMBER 2020)
HEADLINES
Monthly Index*
Monthly Change*
Annual Change
Average Price (not seasonally
adjusted)

DEC-20

NOV-20

462.0
0.8%
7.3%
£230,920

458.2
0.9%
6.5%
£229,721

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

4.1

Annual house price growth accelerated further in December, reaching a six year high of
7.3%, up from 6.5% in the previous month. Prices rose by 0.8% month-on-month, after
taking account of seasonal effects, following a 0.9% rise in November. House prices
ended the year 5.3% above the level prevailing in March, when the pandemic struck the
UK.

4.2

The resilience seen in recent quarters seemed unlikely at the start of the pandemic.
Indeed, housing market activity almost ground to a complete halt during the first
lockdown as the wider economy shrank by an unprecedented 26%. But, since then,
housing demand has been buoyed by a raft of policy measures and changing
preferences in the wake of the pandemic.

4.3

The pandemic itself also boosted activity, as life in lockdown and changes to working
patterns led many to re-evaluate their housing needs. Our research earlier this year
indicated increased demand for less densely populated locations and different property
types. This helps to explain why detached properties have seen greater price gains in
recent quarters, while flats have underperformed (as illustrated in the chart below).

Source: Nationwide

4.4

Housing market conditions have remained robust in recent months, even as the wider
economic recovery lost momentum and the UK economy faced the prospect of further
lockdowns and continued uncertainty about the UK’s future international trading
relationships.
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4.5

The number of mortgages approved for house purchase each month reached their
highest level for a decade in October, nearly 50% above the monthly average recorded
in 2019. Indeed, by the end of October, the total number of mortgages approved for
house purchase in 2020 was only 7% below the total recorded over the same period in
2019.

Source: Nationwide

4.6

The outlook remains highly uncertain. Much will depend 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.

4.7

Behavioural shifts as a result of Covid-19 may continue to provide support for housing
market activity, while the stamp duty holiday will continue to provide a near-term boost
by bringing forward home moves.

4.8

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.

4.9

The East Midlands was the strongest region in 2020, with prices up 8.6% over the year.
England saw the highest growth amongst the home nations in 2020, with prices up
6.9%.

4.10 All regions in England saw prices rise over the year, within a fairly narrow range of 5%
to 9%. The Outer South East region, which includes cities such as Brighton,
Southampton and Oxford, saw a significant change in fortunes – prices were up 8% in
2020, following a 1% decline in 2019.
4.11 Turning to the other home nations, Wales saw prices rise by 6.6%, whilst Northern
Ireland saw a 5.9% increase. Scotland saw the weakest growth of the home nations,
with prices only up 3.2% in 2020. This contrasts with 2019, where Scotland ended the
year on top, with growth of 2.8%.
4.12 Click here to view full report.
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RICS: UK RESIDENTIAL MARKET SURVEY
(DECEMBER 2020)

5.1

In terms of new buyer demand, a headline net balance of +15% of survey participants
saw an increase in enquiries during December. Although still positive and therefore
indicative of some degree of uplift in demand, this latest reading is down from +26%
last time out and has now moderated in five successive reports.

5.2

The flow of new instructions being listed onto the sales market continued to pick-up
over the month, albeit modestly, evidenced by a national net balance of +7% of
respondents reporting an increase. Alongside this, the number of appraisals being
undertaken remains higher than in the comparable period of 2019, with the December
net balance also coming in at +7%. Nevertheless, in both cases, these indicators have
softened over recent months in another sign that momentum has eased of late.

5.3

The survey’s indicator on agreed sales returned a net balance reading of +18% in
December, compared with +24% previously. As such, this represents the seventh
consecutive positive monthly reading, albeit growth has clearly softened relative the
summer and autumn periods (during which the net balance hit a high of +60%).

Source: RICS: UK Residential Market Survey

5.4

Looking ahead, near term sales expectations slipped further to post a net balance of 22% at the headline level. Likely in part reflecting the renewed pressures induced by
the pandemic in recent weeks, this latest figure is down from -6% in November and is
the weakest since April 2020. Further ahead, at the twelve month time horizon, sales
expectations are only marginally negative, posting a net balance of -6%.
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5.5

House prices continue to be driven sharply higher for the time being, with a net balance
of +65% of respondents citing a rise in the latest report. Indeed, the national net
balance has now remained in a tight range of between +61% and +65% in each of the
last four months, continuing to signal significant upward pressure on house prices
across the UK as a whole. When disaggregated, London is the only region where house
price inflation appears somewhat muted, with the latest net balance across the capital
coming in at just +7% (down from +13% previously).

5.6

Going forward, contributors foresee momentum behind house prices fading
significantly over the near term. The three month expectations series fell noticeably in
December, returning a net balance of -13% at the national level (the softest since May
2020). Notwithstanding this, the twelve month view remains comfortably positive, with
a net balance of +24% of respondents anticipating national house prices will be higher
in a year’s time.

Source: RICS: UK Residential Market Survey

5.7

Click here to view full report.
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HOMETRACK (DECEMBER 2020)

6.1

The annual rate of UK house price growth is 4.3%, the highest since April 2017. The
impetus for growth is coming from Wales, northern England and Scotland where strong
demand and attractive affordability allow headroom for above average growth rates.
The rate of annual price inflation is highest in Wales and the North West at +5.4%.

6.2

At a city level, Liverpool has jumped to the top of the growth rankings with house
prices rising by 6.3% over the last 12 months – this is the highest annual growth rate
for 15 years. Manchester is close behind with a growth rate of +6.0%, back to levels of
inflation last seen 2 years ago.

6.3

House price growth is at a decade high across three regions – North East, North West,
Yorkshire and the Humber – in fact growth is running at the highest since before the
global financial crisis. The chart below compares current growth rate to the high-low
range between 2010 and 2020.

6.4

Despite the new lockdown, demand for homes has posted the usual seasonal rebound
which has been stronger than last year. Demand for homes is up 13% on this time last
year, with new sales agreed also up 8%.

6.5

The flow of new supply onto the market is slower than this time last year, down 12%.
We expect sellers to list homes once case numbers start to fall sharply and/or we move
back to regional tier-based restrictions.

6.6

The one area where supply is growing is London with flats accounting for much of this
increase. We believe this is a combination of 1) more owners looking to trade up from
flats to houses motivated by a desire for space and more flexible working patterns; 2)
investors looking to sell homes in the face of falling rents and expectations of an
increase in capital gains tax rates in 2021.

6.7

A lack of new listings, together with rising demand and more new sales being agreed is
reducing the available pool of homes for sale. There are currently 6% fewer homes
available for sale than this time last year. This is reducing choice for would-be buyers
and will keep an upward pressure on house price growth in the near term, especially if
demand remains in line with or ahead of last year.
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6.8

The impact of the stamp duty holiday deadline on activity has been the focus of intense
debate. No-one could have foreseen how strong market conditions would be in 2020
H2 with 47% more homes selling compared to 2019. Under normal market conditions
nearly all homes sold in a calendar year would complete by the end of March the
following year – an average of 90-days to complete a sale. Market evidence suggests
this period has extended by around two weeks to an average of 110-115 days or just
under 4 months.

6.9

The range for the number of sales potentially missing the deadline is 36,000 and
105,000. Most buyers that agreed a sale in 2020 would have expected to complete by
the 31 March. Up to 70,000 sales agreed in 2020 may miss the deadline assuming a 4month completion period.

6.10 What is unclear is how many sales are 100% dependent upon securing the stamp duty
savings. The more buyers who are wholly reliant on securing the savings, the greater
the risk of a spike in fall-throughs. This will have a knock-on impact on chains of sales.
No extension of the holiday will result in chains failing or buyers within the chain having
to help fund the loss of stamp duty.
6.11 While the Government will be eager to start raising tax revenues once again the case
for a short, month-long stamp duty extension is growing , to ensure all sales agreed in
2020 complete. A delayed announcement closer to March would avoid drawing new
buyers into the market. As with all tax policy, this is a purely political decision. The
housing market will not grind to a halt without an extension, but we expect a short
period of lower sales in Q2 which we have factored into our forecasts for sales in 2021.
The debate on property taxes, their format, who they impact, and potential reforms,
will continue to run. It will remain a hot topic of debate given how much of the nations’
wealth is accounted for by the value of UK housing which now exceeds £9 trillion.
6.12 Click here to view full report.
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RIGHTMOVE (JANUARY 2021)

Month
January 2021
December 2020

NATIONAL AVERAGE ASKING PRICE
Avg. asking
Monthly
Annual
price
Change
Change
£317,058
£319,945

-0.9%
-0.6%

+3.3%
+6.6%

Index
245.1
247.4

Source: Rightmove

7.1

Housing market activity in the first few weeks of January often sets the tone for the
whole year, though the 2021 outlook is somewhat muddied by the challenges of the
pandemic and by the 31st March stamp duty holiday deadline.

7.2

However, two main things stand out. Firstly, sellers who have come to the market in
the period covered by this report are continuing to price very competitively, with some
perhaps still hoping to find a buyer and complete before the tax-saving cut-off. Newly
marketed property asking prices are down by an average of 0.9% (-£2,887) on the
month. Secondly, buyer activity has continued to exceed the same period a year ago,
even though 2020 also had a very active start, being buoyed by the post-election ‘Boris
bounce’.

Source: Rightmove

7.3

That ‘Boris bounce’ came to an abrupt end with the first lockdown in March and the
temporary closure of the housing market, but was followed by a far stronger
resurgence as people reassessed their housing needs and priorities following their
experience of lockdown.

7.4

With another long lockdown upon us, there are early signs that we are surpassing
2020’s new-year surge in activity, with the number of prospective buyers contacting
agents between 2nd and 12th January up by 12% and sales agreed numbers up by 9%
on the comparable period last year. Visits to Rightmove have continued to increase
since the start of January, and are up by 33% on the same period in 2020.
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7.5

The latest Rightmove analysis shows that it is now taking 126 days from the time an
offer is accepted until legal completion, just over four months. This means that new
buyers in the market should not be factoring in any stamp duty savings, unless they are
first-time buyers, who will still be mainly exempt after the March deadline has passed.

7.6

Of those already in the sales agreed pipeline, now at 613,000 in our latest count,
Rightmove’s analysis projects that around 100,000 will miss out on their stamp duty
saving. Seller flexibility to re-negotiate will be key to preventing some sales from falling
through for this group.

7.7

However, it should also be remembered that the surge in buyer demand after the first
lockdown in 2020 was initially driven by movers’ changed housing needs, and thus
started a couple of months before the July introduction of the stamp duty holidays. The
combination of the two resulted in an amazing recovery in 2020 activity despite the
pandemic, with the number of sales agreed up by 10% compared to the whole of 2019.

7.8

Click here to view full report.
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HOMETRACK RENTAL MARKET REPORT

8.1

Average rents across the UK excluding London rose by 1.4% in the three months to the
end of December, taking the annual growth in rents to 2.3%. This compares to rental
growth of 1.6% seen at the end of Q3 last year. Rents are rising year-on-year in most
regions across the UK, with the exception of the West Midlands (0%) and London.

8.2

Average rents in London continue to fall. Rents declined by -2.5% in Q4 2020, taking
the annual fall to -8.3%, nearly matching the rental declines seen in the aftermath of
the Global Financial Crisis in 2008. Average rents in London are at levels last seen in
2014.

8.3

Across the UK, demand for rental property is still rising, with total demand from renters
in January some 21% higher than the same month last year. At the same time, the
supply of homes to let is more constrained, falling by 11% over the same period, and
putting upward pressure on rents in many areas.

8.4

In London, rental supply outpaces demand, as more stock continues to come back to
the market amid the changing working, commuting, tourism and business travel trends
prompted by the COVID-19 pandemic and subsequent lockdowns.

8.5

During the first lockdown, there was a sharp rise in supply of rental properties
prompted by the sudden change in landscape for short-term lets amid falling tourism
and commuting. This stock transferred into the long-term rental market, creating a
bulge in stock volumes, especially in central zones.

8.6

The rise of working from home which has gained traction throughout 2020, also means
that a cohort of workers who typically rent in the centre of town for work have located
elsewhere on a more permanent basis, meaning more stock coming back to the market
rather than rolling over into a new rental contract.

8.7

This has put particular downward pressure on rents in central London, where the rental
market is more dense. Rents in the City of London fell by -17.3% last year, while rents
in Kensington & Chelsea have declined by -12.3%.
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8.8

As the map above shows, the strongest downward pressure is towards the centre of
the city, with some boroughs in outer London still seeing rental increases. However, the
rise in supply of rented property has been more muted in other cities – rental declines
in these urban areas are being driven by different trends.

8.9

In Manchester, Leeds and Birmingham, the growth in demand is notably stronger in the
commuting ‘halo’ than in central zones. Changing working patterns are again playing a
part here, and the data indicates some office-based renters are ‘looking through’ the
current lockdown to the rest of this year and beyond when flexible working likely be
entrenched. Just as in the sales market, the data points to renters looking for homes
with more space, indoor and outdoor, stock which is more likely to be found in the
wider commuter zones.

8.10 The outlook for the rental market, especially in central cities, will depend on how
quickly the COVID-19 vaccine is rolled out, and how quickly it can start to have an
effect and kick-start a return to more mobility across the country, and internationally.
8.11 As this happens, ‘business as usual’ will start to resume in city centres as business
activity starts to rise. This will likely result in tick-up in demand in city centres, as well
as a shift from long-term lets back to short-term lets in some cases, helping to absorb
some rental stock - particularly in London.
8.12 Flexible working is likely to continue, meaning there may be a permanent shift in
priorities for some renters in terms of location and property type. The ‘search for space’
will likely continue, supporting the rental market for family houses.
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8.13 At a more macro level, rents will be underpinned by continued demand in the sector as
lack of mortgage availability for first-time buyers mean some stay in the sector for
longer. In addition, the supply of new homes into the sector from buy-to-let landlords
will remain constrained, meaning overall UK supply in this sector will remain limited
which will act as a continued support to rental levels.
8.14 Click here to read more.
ARK Consultancy Limited
February 2020

PAGE 15

ARK CONSULTANCY | MARKET SYNOPSIS

If you need help or advice on any aspect of
this report, please contact:

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