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01  COMMENTARY  &  HIGHLIGHTS 

1.1 Last month we reflected on the impacts on buyers, advisors and those working in 
funding institutions of what is, for many, younger people the “new” phenomenon of 
inflation at 5%. This month’s new experience is the spectre of increasing interest rates 
in response to inflationary pressures. It will be interesting to see how the market 
(People) reacts to these twin threats. 

1.2 Talking of threats, last month’s concerns about Russia and the Ukraine have fortunately 
not come to fruition (yet). Depending on how full your cup is you can choose one of 
two narratives – Russia withdrawing troops or the build-up is continuing. However, 
markets have been very resilient in the face of the threat. 

1.3 2021 was a very strong year, with the highest cash increases in price since 2003. This 
can only be bad news for purchasers except those downsizing. This is highlighted in the 
Nationwide’s reporting “The gap in affordability across regions has widened over the 
past decade. In Scotland, the North and Yorkshire & Humberside, the typical buyer is 
located in the same income percentile as in 2011. But in all other regions, affordability 
has become more stretched. In East Anglia and the East Midlands the typical buyer has 
moved from the 50th percentile to the 70th percentile”. 

1.4 The “race for space” is barely mentioned but anecdotally we believe that buyers and 
renters will continue to prefer homes offering great indoor and outdoor space, so 
careful design is essential in all sectors. 

1.5 The “drive to the countryside” has maybe started to tilt back as city centres open and 
employers ask staff to return to offices and there is evidence that interest in flats may 
be increasing.  

1.6 Another key “take” are the reports that house price inflation will slacken off (good news 
for FTB’s).  So what are the reports highlighting?  

1.7 In December, Halifax recorded annual house price growth at 9.8%. On a monthly basis 
UK house prices rose for the sixth consecutive month with price growth at 1.1%. The 
average price for a UK property came in at £276,091, this marks the strongest year-on-
year cash rise since 2003.  

1.8 An expected increase in interest rates to tackle rising inflation suggests a slowdown in 
house price growth. Despite this, Halifax predicts a strong house price growth, 
however this is likely to be at a slower rate than seen in the past two years. 

1.9 Looking at house prices on a regional level the consensus is that Wales is the strongest 
performing region and at the other end of the spectrum sits London which is the 
weakest performing region.  

1.10 Moving onto Nationwide’s reporting, annual house price growth was marked at 10.4% 
in December. Similar to Halifax, monthly house price growth rose by 1.0%. The average 
price for a UK property reached a record high £254,822 – largest cash rise seen in a 
single year. 

1.11 Nationwide further mentions that shifts in housing preferences could look to support 
market activity in the near future.  
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1.12 In Hometrack’s reporting, annual house price growth was pencilled in at 7.4% - the 
average UK home coming in at £242,000. Hometrack noticed an increase in buyer 
demand at the start of 2022 – this was up by 50% when compared to usual levels for 
this time of the year.  

1.13 Hometrack also saw an increase in demand for flats, outside of London this was mainly 
due to the return to offices and more buyers considering the value in flats.  

1.14 Stock levels against a five-year average show a small fall from -47% to -44%, and 
though this is a small difference, new supply coming to market is tracking usual levels 
as well as valuation leads taking a jump at the start of the year, indicating that supply 
levels could start to build this year.  

1.15 Hometrack adds to this: “It is worth noting however that sales agreed are also tracking 
usual levels, signalling that even with lower levels of stock, the number of committed 
buyers and sellers is allowing activity to progress, especially where agents are helping 
to identify properties for would be sellers to move into.” 

1.16 Hometrack finishes its report by forecasting home values to rise by an average of 3% 
and expects 1.2 million transactions (1.5 million last year), which are in line with the 
average number of transactions over the past five years.  

1.17 RICS UK residential survey shows an increase in buyer demand with a net balance of 
+9% of contributors citing an increase in December. A headline net balance of -14% 
contributors saw a decline in new listings, making this the ninth consecutive negative 
reading. The lack of stock continues to hold back sales. Agreed sales stood at a net 
balance of -13%.  

1.18 A headline net balance of +69% of respondents have seen further increases in house 
prices during December and the 12-month outlook is expected to see house prices 
continue to increase - net balance reading of +67%.  

1.19 Rightmove expects to see closer to normal market activity, although still being busy in 
2022.  In December, the price of property coming to market is down by 0.7%. Stock of 
property available for sale also hits its lowest level per estate agency branch to be ever 
recorded. Completed sales for 2022 are forecasted to be 1.5million.  
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02  HALIFAX  (DE C EMB E R  2021)  

2.1 UK house prices climbed again in December for the sixth consecutive month in a row, 
up 1.1%. The average price for a property now stands at £276,091, an increase of more 
than £24,500 compared to December 2020, marking the strongest 
year-on-year cash rise since March 2003. 
 

2.2 Looking ahead, the prospect that interest rates may rise further this year to tackle rising 
inflation and increasing pressures on household budgets suggest house price growth 
will slow considerably. Our expectation is that house prices will maintain their current 
strong levels, but that growth relative to the last two years will be at a slower pace. 
However, there are many variables which could push house prices either way, 
depending on how the pandemic continues to impact the economic environment. 

REGIONS AND NATIONS HOUSE PRICES 

2.3 Wales remains by far the strongest performing nation or region in the UK with annual 
house price inflation of 14.5%, taking the average house price to £205,579. However, 
the rate of increase is slightly down from the 14.8% rise recorded in November. 
Northern Ireland was also one of the strongest performing regions, again recording 
double-digit annual growth (10.6%, average house price of £170,946).  

2.4 House prices also continue to rise in Scotland, with the average property now up 9.7% 
year-on-year, with the average price of £192,988, the most expensive on record. In 
England, the North West was the strongest performing region (11.8%), followed by the 
South West.  

2.5 Despite registering a strong quarterly rise in prices (2.9%), up from 1.1% in November, 
London remains by far the weakest performing for annual inflation (2.1%). 

 
Source: Halifax, IHS Markit 

 
2.6 Click here to read more.  

 

https://www.halifax.co.uk/assets/pdf/december-2021-halifax-house-price-index.pdf
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03  NATIONWIDE  (DEC EMBE R  2021)  

HEADLINES Dec-21 Nov-21 

Monthly Index* 508.6 503.5 
Monthly Change* 1.0% 0.9% 
Annual Change 10.4% 10.0% 
Average Price (not seasonally adjusted) £254,822 £252,687 

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

Source: Nationwide 

3.1 Annual house price growth remained in double digits in December at 10.4%, making 
2021 the strongest calendar year performance since 2006. Prices rose by 1% month-
on-month, after taking account of seasonal effects. 

3.2 The price of a typical UK home is now at a record high of £254,822, up £23,902 over 
the year - the largest rise we’ve seen in a single year in cash terms. Prices are now 16% 
higher than before the pandemic struck in early 2020. 

3.3 It appears likely that the housing market will slow next year, since the stamp duty 
holiday encouraged many to bring forward their house purchase in order to avoid 
additional tax. The Omicron variant could reinforce the slowdown if it leads to a 
weaker labour market. Even if wider economic conditions remain resilient, higher 
interest rates are likely to exert a cooling influence. Indeed, house price growth has 
outpaced income growth by a significant margin over the past 18 months and, as a 
result, housing affordability is already less favourable than before the pandemic struck. 

3.4 However, the outlook remains extremely uncertain. The strength of the market 
surprised in 2021 and could do so again in the year ahead. The market still has 
significant momentum and shifts in housing preferences as a result of the pandemic 
could continue to support activity and price growth. Indeed, the Omicron variant could 
serve to reinforce the shift in preferences in the near term. 

3.5 Our regional house price indices are produced quarterly, with data for Q4 (the three 
months to December) continuing to show a mixed picture across the country. 

3.6 “Wales ended the year as the strongest performing region, with house prices up 15.8% 
year-on-year. This is the first time in the history of our regional series (which begin in 
1973) that Wales has ended the year as the top performing region. Price growth 
remained elevated in Northern Ireland at 12.1%, the strongest end to the year for the 
region since 2007. Annual house price growth in Scotland was 10.1%, in line with the 
wider UK outturn (on a quarterly basis). 

3.7 “England saw a slight increase in annual price growth to 9.0%, from 8.5% in the third 
quarter. While there was a slowing in northern England (North, North West, Yorkshire 
& Humberside, East Midlands and West Midlands), annual price growth continued to 
exceed that in southern England (London, Outer Metropolitan, Outer South East, East 
Anglia and South West). 

3.8 “The South West was the strongest performing English region, with annual price 
growth of 11.5%, the largest calendar year increase in the region since 2004. 
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3.9 “London was again the weakest performer, with annual growth remaining at 4.2%. 
London was the only UK region to see lower annual price growth in 2021 than in 2020, 
as shown in the table below. 

3.10 “The North West saw the strongest growth of the regions in northern England, with 
annual price growth of 11.2%, similar to the previous quarter. 

3.11 Housing affordability still varies enormously across the UK. To explore how this is 
impacting potential buyers we used regional income data to calculate where in the 
income distribution a prospective purchaser would sit if they were purchasing the 
typical first-time buyer property in each region, with a 20% deposit and borrowing four 
times their income. If the typical buyer is located higher in the income distribution it 
suggests affordability is more stretched, with more people priced out of the market.  

3.12 “In broad terms, the picture that emerges is that this hypothetical typical buyer is 
located further up the income spectrum as you go from the north to south of the 
country. For example, in Scotland and the North of England, this typical buyer would be 
in the 30th income percentile, while in the South West and South East they would be in 
the 80th percentile, and above the 90th percentile in London. 

 
 
3.13 The gap in affordability across regions has widened over the past decade, as shown in 

the chart below. In Scotland, the North and Yorkshire & Humberside, the typical buyer 
is located in the same income percentile as in 2011. But in all other regions, 
affordability has become more stretched. In East Anglia and the East Midlands the 
typical buyer has moved from the 50th percentile to the 70th percentile. 
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3.14 Meanwhile in London, the South East and South West, affordability is even more 
challenging, with the typical buyer now located in the 80th income percentile rather 
than the 60th percentile as was the case ten years ago, signalling an even larger 
proportion of people priced out of the market or needing to borrow a greater multiple 
of their income in order to buy a home. Conditions remain most stretched in the capital. 
In 2011 the typical London buyer was already located in the 80th income percentile but 
is now above the 90th.  

3.15 Raising a deposit is still the biggest hurdle for most prospective buyers. As the chart 
below illustrates, a 20% deposit in London is now nearly £88,000 (based on the average 
first time buyer house price), which is 183% of average annual gross income in the 
capital, up from 130% of income in 2011. In cash terms this is around £36,000 higher 
than a decade ago.  

3.16 While all regions have seen an increase in their deposit requirements, the rises are 
much more pronounced for the South and Midlands.” 

 

3.17 Click here to read more.  

 

 

 

 

 

 

 

 

https://www.nationwidehousepriceindex.co.uk/reports/uk-house-prices-end-the-year-at-a-record-high-with-annual-price-growth-in-double-digits
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04  RICS:  UK  RES I D E NTI AL  MARK E T  SU RVEY  

(DEC EMB E R  2021)  

4.1 At the national level, a net balance of +9% of respondents cited an increase in new 
buyer demand during December. This marks the fourth successive positive monthly 
reading for the buyer enquiries indicator, albeit feedback points to only marginal 
growth throughout this stretch which is not altogether surprising in the wake of the 
ending of the stamp duty break. 

4.2 Even this modest pick-up in demand is enough to outstrip the flow of new instructions 
coming onto the sales market. Indeed, during December, a headline net balance of -
14% of contributors noted a decline in new listings, thereby extending a sequence of 
negative readings for this metric into a ninth consecutive month.  

 

Source: RICS UK Residential Market Survey 

4.3 The lack of stock continues to be highlighted by contributors as a factor holding back 
sales at this moment in time. Despite the slightly positive demand trends seen over the 
past four months, agreed sales dipped once again, with the latest net balance standing 
at -13% (compared with a reading of -9% returned previously). Going forward however, 
a net balance of +14% of respondents foresee sales volumes returning to growth over 
the next three months. At the twelve month time horizon, a net balance of +16% of 
survey participants expect sales to increase, up slightly on a figure of +12% posted last 
month. 

4.4 With respect to house prices, a headline net balance of +69% of survey participants 
saw a further increase during December. When disaggregated, all areas continue to see 
a strong uplift in prices, with momentum showing no indication of softening in the 
latest feedback. 
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Source: RICS UK Residential Market Survey 

 
4.5 Looking ahead, price expectations for the coming twelve months remain elevated at the 

national level, with the December net balance registering a value of +67% (more or less 
identical to November’s reading of +66%). Again, all parts of the UK are anticipated to 
see a continued rise in house prices over the year ahead, with expectations particularity 
elevated in Scotland and the South West of England (displaying net balance readings of 
+88% and +84% respectively). 

4.6 Click here to read more.  

 

 

 

 

 

 

 

 

 

 

 

 

https://www.rics.org/globalassets/rics-website/media/knowledge/research/market-surveys/uk-residential-market-surveys/12._web_-december_2021_rics_uk_residential_market_survey_final.pdf
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05  HO ME T RAC K (DEC EMB E R  2021)  

5.1 Average UK house prices rose by 1% in the three months to December, taking the rate 
of annual growth to 7.4%, down from 7.7% in September. This value of an average 
home is at £242,000, a rise of £17,000 during 2021. 

5.2 Wales is registering the highest rate of house price growth, for the tenth consecutive 
month. Prices are up 11.3% in the country, with average values in Powys, 
Carmarthenshire and Neath Port Talbot rising by 14.4%, 13.7% and 13.4% respectively 
as the desire for more space and the relative affordability of these markets has pushed 
up demand.  

5.3 Liverpool and Manchester lead the way in terms of price growth in the UK’s largest 
cities, at 10.7% and 8.7%, contributing to average growth of 9.2% in the North West. 
Oldham and Rochdale are also registering growth of more than 11%.  

5.4 At the other end of the scale, London’s home values are up by an average of 2.6%, 
although in a third of the city’s boroughs including Bromley, Bexley and Havering, price 
growth is over 4%. 

 

5.5 Several factors combined in 2021 to drive demand for family homes. The pandemic 
‘search for space’, the stamp duty holiday – where larger savings were available for 
higher value transactions, and also changing working patterns for office-based workers 
all contributed to a strong focus on family homes, especially in the wider commuter 
zones and in rural areas.  

5.6 As we forecast in early December, buyer demand bounced back strongly at the start of 
this year, up 50% compared to usual levels for this time of year. Some of the strongest 
demand has been seen in cities and wider suburbs, including Thurrock in Essex, the 
suburbs of Birmingham and Glasgow and East London (Barking & Dagenham) leading 
the way.  
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5.7 The flats markets outside London has been driven by the re-opening of offices, as well 
as more buyers considering the value in flats, with average flat prices up just 1.9% over 
the last year across the UK’s 20 major cities. In contrast, the average value of a 
detached family home in these cities is up 8%. Agents have also reported increased 
interest from investors and homebuyers from overseas signalling some pent up demand 
coming back.  

5.8 The London market is particularly driven by international demand, so the increasing 
ease of global travel have spurred those purchasing as an investment and those buying 
to live. Average demand for London apartments at the highest level since April 2020. 
The average value of a flat in London has remained largely unchanged over the last 12 
months, while the average price of a semi-detached house has risen by 6%, signalling 
value in the flats market. 

 

5.9 The sheer level of activity, with 1.5 million sales in 2021 – the highest number of 
transactions in any year since before the financial crisis, has eroded supply. In addition, 
increased activity amongst first-time buyers, who were offered a way in to the market 
due to higher LTVs last year, and also investors, who were taking advantage of the 
stamp duty holiday, meant that there was more ‘pure demand’ in the market.  

5.10 There is still a significant imbalance between supply and demand. Looking at stock 
levels against a five-year average, they are -44% lower. However, this marks a slight 
turn around from late in 2021, when stock levels were down -47%.  

5.11 This is a relatively small change, but new supply coming to the market is tracking usual 
levels at this time of year, and valuation leads have jumped in the first few weeks of the 
year, signalling that supply levels could start to build this year, especially as the busy 
New Year period passes.  

5.12 It is worth noting however that sales agreed are also tracking usual levels, signalling 
that even with lower levels of stock, the number of committed buyers and sellers is 
allowing activity to progress, especially where agents are helping to identify properties 
for would be sellers to move into. 

5.13 While demand continues to outstrip the supply, there is now more balance by type of 
home, with three-bed houses topping both charts. In the previous four-week period, 
the most listed properties were 2-bed flats, at odds with the largest demand still being 
family houses. 
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5.14 Rising mortgage rates will make buying a home more expensive on a monthly basis for 
those purchasing a home. It is worth placing this in a longer-run context. Mortgage 
rates are currently at ultra-low levels, so even with some quarter point increases, they 
will remain relatively low, especially as lenders are competing for business.  

5.15 There is still a significant imbalance between demand for homes and the supply of 
homes for sale which will continue to put upwards pressure on prices, offsetting some 
of the economic headwinds ahead.  

5.16 As outlined in our forecasts report, we expect home values to rise by an average of 3% 
this year, ranging from 2% in London and 4% in the North West and East Midlands. We 
also forecast 1.2 million transactions, down from 1.5 million last year, but in line with 
the average number of transactions over the last five years. 

5.17 Click here to read more. 

                                                                           

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

https://reports.hometrack.com/media/679106/uk-house-price-december-pz-ht.pdf
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06  R IG H TM OVE  (DE C EMB E R  2021)  

 

Source: Rightmove  

6.1  Rightmove expects a closer to normal though still busy market in 2022. One sign of a 
return to traditional norms is the continuation of the seasonal fall in the price of 
property coming to market, down by 0.7% (-£2,234) on the month, compared to a 0.6% 
fall this time a year ago.  

6.2 While we forecast prices to rise by another 5% in 2022, some of the edge will be taken 
off sellers’ pricing power by increasingly stretched buyer affordability, and more buyer 
choice boosted by previously hesitant sellers now gearing up for a New Year move.  

6.3 Available stock of property for sale has hit the lowest level per estate agency branch 
ever recorded by Rightmove. Having been an average of 28 at this time a year ago, it 
has now halved to just 14. Owners who come to market in the next few months and 
are judged by prospective buyers to be asking an affordable price, will therefore find 
their chances of a successful sale very high. That will put those sellers looking to buy 
again in a very powerful position to secure their next purchase, where they could well 
be in competition with several other potential buyers.  

6.4 Being a ‘power buyer’, who has sold subject to contract or can buy without selling, has 
increasingly become a requirement this year, and this will still be the case in 2022. 
Proving your access to funds, including a mortgage agreement in principle, is also 
becoming a must-have, not only to get higher up the buyer pecking order, but also to 
speed up the process. 

6.5 A remarkable sign of the frenetic market as 2021 draws to a close is that seven out of 
ten properties advertised on Rightmove are currently marked as sold subject to 
contract, a number that has never been higher. In contrast this compares to just two 
out of ten in the post-credit-crunch recovery period in 2012. With two months of data 
yet to be reported, 2021 has already seen the highest level of completed home sales 
since 2007, and we forecast that the total for the year will be an exceptional 1.5 
million. The average for the more ‘normal’ years from 2014 to 2019 was circa 1.2 
million. This highlights ongoing, as well as satisfied demand, and underpins our 
prediction of a further 5% price rise in 2022 despite the heady rises already seen in the 
last 18 months. 

6.6 Click here to read more.  

ARK Consultancy Limited 

February 2021 

 

 

 

 

https://www.rightmove.co.uk/press-centre/house-price-index/december-2021/
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