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Executive summary

* UK house price inflation slows to -1.2%, down from 8.2% a year ago
* Price falls extend across country, but declines remain modest

* No acceleration of price falls in markets with highest values

» Greater realism on pricing supporting new sales volumes which are
15% higher than a year ago and 5% up on 2019 levels

* Homes for sale touches a 6-year high boosting choice and re-
enforcing the buyer's market and downward pressure on prices

« Sellers accepting 5.5% off the asking price to agree sales, an average
discount of £18,000 - the largest gap for over 5 years

» Discounts to asking prices for agreed sales are 6.1% in London and

« . . the South East (£25,000) and 4.8% (or £11,000) for rest of UK
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Housing market continues to adjust to higher rates

Our latest report explores how the housing market continues to

+1 5 O/ adjust to higher mortgage rates through lower transactions and

(o) widespread, albeit modest house price falls. There is evidence that
New sales agreed sellers are steadily becoming more realistic on pricing, although this
versus a year ago means accepting ever larger discounts from the asking price.

Sales agreed are holding up relatively well but there are many more
homes for sale than recent years. This is boosting choice and re-
enforcing the buyers' market, especially for 3 and 4+ bed houses
where supply has rebounded the most. The soft adjustment in pricing
will continue to run over 2024. In addition, greater signs of realism on
pricing by sellers will support sales volumes into 2024.

Sales holding up despite weak demand

Buyer demand weakened over the summer as mortgage rates
increased. While there has been a modest rebound over the autumn,
demand remains 13% lower than 2019 . Demand is also 10% higher
than last year when the fallout from the mini budget drove a rapid
decline in buyer interest.

While there are fewer buyers in the market, new sales are still being
agreed, tracking 15% higher than a year ago and 5% higher than 2019
levels. This indicates greater realism on the part of sellers and a
growing sense that mortgage rates may have peaked and could start
to fall later in 2024. It is encouraging those who have delayed
decisions to commit to new agreeing purchases, especially if there
are better deals to be had from a stronger negotiating position.

Sales are holding up across many parts of Scotland and have also
picked up across inner London, where market activity has under-
performed the rest of the UK over recent years. Overall, the market is
on track for 1m sales completions in 2023 but the pipeline of deals as
we approach the end of the year is the lowest for 4 years.

Sales agreed in H2 2023 outperform 2017-2019
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House price growth in
Colchester postal area

UK prices 1.2% lower as most markets register price falls

Our Llatest index shows that the average UK house price has fallen by
1.2% over the last 12 months. At a regional level, house prices are
falling across all areas of England and Wales led by the Eastern
region at -2.6%, followed by the South East (-2.4%) and London (-2.0%).
Prices are 1% higher in Scotland.

Prices are falling across the country and across all price bands. The
annual decline in house prices remains in low single digits reaching up
to -4% in the Colchester (CO) postal area.

The larger price falls are concentrated across southern England,
especially in markets that registered strong demand and fast price
growth over the pandemic ‘race for space’. Now demand is falling,
and supply is growing, it means average prices are falling off a higher
base although prices remain well above the pre-pandemic levels.

House price falls extend across most price bands
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Value for money supporting sales and prices in London

While higher mortgage rates have hit buying power, there is no
evidence of an acceleration in price falls in the highest value markets
such as London. Annual price falls in London are lower than across
the wider South East and adjacent commuter areas.

While London house prices are high in absolute terms, they have
failed to keep pace with the rest of the UK over the last six years. The
average value of a London home is just 8% higher than seven years
ago, in nominal terms, whereas UK house prices are 28% higher.

Better value for money and a steady return to office working is
supporting sale volumes and pricing levels in London. New sales have
rebounded more in London than any other part of the UK over the last
2 months. This has led to a slight firming in prices and values in the EC
postal area are positive at +0.6% over the last year.
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More homes for sale
than a year ago

Record high supply of homes for sale

A chronic scarcity of homes for sale over the pandemic, particularly
for 3+ bed family houses, was a key driver of high house price inflation.
This position has fully reversed with the highest number of homes for
sale per estate agent for six years.

The rebound in supply has been recorded in the market for 3 and 4+
bed family homes, a trend across all parts of the UK. Only in Scotland,
the North-East and North-West are levels of supply still below their
pre pandemic levels.

The average estate agency branch has 31 homes for sale, compared
to a low of just 14 in the middle of the pandemic boom. This is boosting
choice amongst would-be buyers and providing them with much

greater negotiating power with sellers as they agree pricing.
(3] «@

The strength of the buyer’'s market is evidenced by the fact that the
discount to asking price for achieved sales is now at a 5-year high. This
also signals evidence of greater realism amongst sellers with a
growing acceptance that what a home might have been worth a year
ago is now largely academic given current market conditions.

Number of homes for sale reaches a 6-year high
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Largest discounts to asking price for over 5 years
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During the pandemic years buyers had to pay the asking price to
secure a property. Over the course of 2023 the gap has widened and
sellers have been accepting ever larger discounts to the asking price
to agree a sale. In the first six months of 2023 discounts to the asking
price averaged 3.4%.

This has now grown to 5.5% for sales over the first half of November - a
median discount of £18,000 off the asking price. This is larger than the
previous high recorded in 2018, the last time housing demand
weakened, and prices came under downward pressure.
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Average discount to the
asking price across
London and South East

Discounts to asking larger in southern England

The negotiating power of buyers is greatest in southern England where
affordability is most stretched. The average discount to the asking
price for sales is 6.1% across London and the South East. This
represents an average £25,000 reduction off the asking price. Across
the rest of the UK the discount is smaller at 4.8%, or £11,000, but still
the highest level in recent years.

A proportion of sellers are accepting even bigger discounts to these
averages with 1in 4 sales agreed at more than 10% below asking price.
These discounts reflect the fact that sellers haven’t been cutting
asking prices very quickly. As more sellers adjust asking prices lower
we expect these discounts will start to return to normal Llevels of 3-4%.

Discounts from asking to achieved price Largest for 5 years
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Outlook

The current repricing of housing has further to run in 2024. It’s a
positive that the number of new sales agreed is holding up, evidence
that there are willing buyers and willing sellers ready to agree sales
albeit at bigger discounts to asking price.

While 5-year fixed mortgage rates have been falling below 5%, they
need to fall further to bring more buyers back into the market. Rising
edrnings and incomes are slowly improving buying power but house
prices haven’t fallen enough to offset the impact of higher rates.

We expect the number of homes for sale to start declining as some
sellers take their property off the market with a view to relaunching in
the new year. Homeowners that are serious about selling in H1 2024
need to set their asking price realistically to attract demand and
agree a sale, especially in light of increased supply.

Financial markets expect the Bank of England to start cutting rates
around the summer of 2024. If mortgage rates start to fall further, this
will support an improvement in demand and sales volumes later in
2024 but prices will remain under modest downward pressure.
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House Price Index - Country, region and city summary

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

October 2023 Index
(Published November 2023) Annual % change

City : A
. in house price
Source: Zoopla House Price Index

1 Belfast 2.3%

Region/City ngugtgichange 2 Glasgow 11%
in house price

3 Edinburgh 0.8%

4 Newcastle 0.6%

5 Liverpool 0.2%

6 Leeds 0.1%

7 Manchester -0.2%

8 Sheffield -0.3%

9 Birmingham -0.4%

10 Nottingham -0.5%

9 11 Cardiff -0.7%

Scotland 1.0% A 12 Oxford -0.8%

13 Bristol -1.5%

14 Leicester -2.0%

15 Portsmouth -2.0%

9 9 16 Cambridge -2.3%

17 Southampton -2.3%

18 Aberdeen -2.4%

19 Bournemouth -2.6%

Northern Ireland 1.9% N\ v

v North East -01% Vv United Kingdom -1.2%

North West -0.7% v
% Yorkshire and Humber -0.2% Vv

East Midlands -1.3%
West Midlands -0.5% v 9 ?
9 East of England -2.6% V

Wales -0.6% VvV v 9 e
London -2.0% vV

South West -1.8% Vv Bovth East “24% v
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Zoopla House Price

Average %YoY  %YoY Monthly Annual
Index, Citg summary, price Oct-23 Oct-22 trend trend
October 2023 ) )
United Kingdom £264,600 -1.2% 82% —mr————— e
Source: Zoopla House 20 City Composite ~ £304700  -1.0%  7.0% —— — - Doma_
Price Index. Sparklines
show Llast 12 months Belfast £169,900 2.3% 57% [
trend in annual and Glasgow £146,100 11% 57% wm="—  m..
monthly growth rates - Edinburgh £269,900 0.8% 5.3% —ummmm— [ S
red bars are a negative Newcastle £153,100 0.6% 6.9% - w—= .
value - each series has Liverpool £157,000  02%  9.0% = ——— S
its own axis settings Leeds £209,100  01%  9.4% S
::Z:j[g?\/?esc;r: orice Manchester £222900 -02% 101% e —= D
development. Sheffield £171,900 -0.3% 9.9% ——mm=—"" B
Birmingham £208100 -04% 10.0% we——  IBNma. _
Nottingham £202500 -0.5%  11% e— - — EBaan.
Cardiff £252700 -0.7%  9.3% -w—=- Mmme.
Oxford 445700 -0.8% 50% =—we="— - [
Bristol £339,600 -1.5% 9.8% " — h----__
Leicester £225,600 -2.0% 10.3% ——mg— = h—-——-.
Portsmouth £279,100 -2.0% 9.3%  —mm=— = -'-——
London £537,400 -2.0% 45% —— T
Southampton £257,900 -2.3% 8.0% emmw—m— W
Cambridge £471,300 -2.3% 59% = —— B __
Aberdeen £140,200 -2.4% 4% ——
Bournemouth £335200 -2.6% 9.0% mwm—— M
Source: Zoopla House Price Index. Sparklines show last 12 months trend in annual
and monthly growth rates - red bars are a negative value — each series has its own
axis settings providing a more granular view on price development.
Contacts If you have any questions about our research please do get in touch
Richard Donnell Theo Brewer
Director of Research & Insight Director of Innovation
richard.donnell@zoopla.co.uk theo.brewer@hometrack.com
Recent publications Sign up for all the latest research from Zoopla at

advantage.zpg.co.uk
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The information and data in this report was correct at the time of publishing and high standards

Sept 2023 contained in this report and Zoopla Ltd and its group companies make no representation or
warranty of any kind regarding the content of this article and accept no responsibility or liability
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for any decisions made by the reader based on the information and/or data shown here.
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