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“Buyer demand has
cooled in recent
weeks as the supply
of homes for sale
continues to expand,
slowing house price
inflation. We expect
continued growth in
sales agreed, and
slow but steady
house price inflation”

Richard Donnell
Executive Director - Research
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Executive summary

* House price inflation slows as demand cools and supply expands

* UK house prices increase 1.6% in the year to March 2025, up from
0.2% a year ago but down from 1.9% in December 2024

*  Buyer demand 1% higher than last year, tempered by the end of
stamp duty relief, seasonal factors, and economic uncertainty

*  Supply of homes for sale 12% higher than a year ago as more
sellers enter the market. Sales agreed 6% higher than last year

* Relaxation in stress testing of mortgage affordability by lenders
could boost buying power by 15-20%, supporting sales volumes

* UK house price inflation predicted to slow towards 1% to 1.5% in the
coming months, as the number of sales continues to increase by
5% on last year

Buyer demand slows as supply expands
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Number of homes for
sale per estate agent
(April 2025)

1 Comparing 4 weeks to 20 April 2025 with
same period in 2024

Buyer demand weakens but affordability boost likely

House price inflation is losing momentum as seasonal factors and
growing economic uncertainty cools buyer demand, while supply
continues to expand. More homes for sale are boosting choice and
keeping house prices in check.

House price inflation is set to slow further in the coming months, while
sales agreed will continue to increase. We expect lower base rates
over 2025 to support market activity. In addition, lenders are starting
to adjust how they stress test the affordability of new mortgages. We
estimate this could boost buying power by 15-20%, supporting
demand and sales agreed rather than boosting house prices.

House price inflation slows to 1.6% as supply expands

Average house prices have increased by 1.6% over the last 12 months
to March 2025, down from 1.9% at the end of 2024. House price growth
remains higher than the 0.2% recorded a year ago. The average price
of a home is £268,000, an increase of £4,270 over the last year.

Buyer demand was running 10% above last year in the early months of
2025, ahead of the end of stamp duty relief in England and Northern
Ireland. Demand has cooled in recent weeks and is broadly in line with
the levels recorded a year ago.

The weakening in buyer demand is partly seasonal, reflecting the
Easter holidays, while global events and uncertainty over the
economic impact of tariffs are likely to be causing hesitation amongst
some buyers. Sales agreed are holding up 6% higher than a year ago.

One area of the market where there is robust growth is in the number of
homes for sale. There were 15% more homes listed for sale in the last
month compared to a year ago'. The average estate agent currently
has 34 homes for sale, compared to 31 this time last year and a low of
15 in 2022 during the pandemic boom. Many of these sellers are also
buyers, which explains why sales agreed continue to increase.

Average estate agent has 34 homes for sale
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Annual growth
in sales agreed
in Wales

2 ONS Earnings Index - AWE: Whole
Economy Year on Year Three Month
Average Growth (%): Seasonally Adjusted
Total Pay Excluding Arrears

North-south divide in house price inflation

House price inflation is starting to slow across all regions and
countries of the UK, mirroring the national trend. However, the current
rate of price growth remains higher than a year ago across all areas.

The number of sales agreed is also higher than a year ago across all
areas. Sales agreed are up by double digits in Wales (14%), the North
West (10%) and the North East (10%). The market needs only modest
price rises to support sales activity.

House price inflation is still sitting at less than 1% across southern
regions of England where affordability pressures are greatest. House
prices in these regions are high relative to household incomes, while
the recent end of the stamp duty boost has dampened demand.

In contrast, prices are rising by 2.2% - 3% across the West Midlands,
the Northern regions, Wales and Scotland. Prices are 6% higher in
Northern Ireland. House prices are lower in these areas, and buying a
home is accessible to a greater number of households.

House price inflation reflects a north-south divide
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Uncertainty to temper demand in the short term

We expect market activity to continue to track in line with 2024 levels.
However, ongoing uncertainty around the impact of tariffs on the UK's
economy will continue to weigh on demand in the coming weeks.

While UK economic growth is expected to be weaker in 2025, growth in
average earnings? (5.6%) remains well ahead of general inflation.
Current expectations are that the Bank of England may have scope
to further lower the UK base rate this year. This would ensure the cost
of average fixed-rate mortgage remains in the 4-5% range.

This points to a general continuation of current housing market trends,
with steady growth in sales as more sellers come to the market but
with house price inflation remaining in check.
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3 The analysis uses average house prices
from the house price index and for first-time
buyers to assess mortgage payments at
different mortgage rates applied to a 30-
year mortgage, at different loan-to-values

Boost to buying power from changes to affordability tests

One emerging trend that we expect to positively support market activity
in the coming months is a relaxation in how lenders assess the
affordability of new mortgages. While buyers focus on the mortgage
rate they will pay, lenders also check whether the borrower can afford
a 'stressed mortgage rate' at a higher level than the borrower will pay.

While the average 5-year fixed rate mortgage is around 4.5% today,
many lenders are currently 'stress testing' affordability at 8-9%. This
makes it harder to secure a mortgage without a large deposit. If
average mortgage stress rates were to return to pre-2022 levels of 6.5%
to 7%, this would deliver a 15-20% boost to buying power.

An average first-time buyer with mortgage repayments of £1,020pcm at
a 4.5% mortgage rate would typically have to prove they could afford
monthly repayments of £1,550pcm at an 8.5% stress rate. If the stress
testing is relaxed to 6.5%, repayments would fall to £1,275pcm, boosting
buying power. It's a similar pattern for the average homeowner, while
the actual impact will vary by lender and type of borrower.

This change would consequently support demand and sales volumes,
helping to clear the stock of homes for sale, rather than boosting house
prices. Other existing rules and regulations that remain in place will
continue to impact the availability of mortgage finance.

Revised lending criteria could potentially boost affordability by 15-20%
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Outlook - slower price growth, more sales

The housing market has been resilient to external forces over the last 2
years and is facing further headwinds. The growth in the number of
homes for sale is evidence that there are many homeowners in the
market looking to move home, despite wider macro trends.

We expect house price growth to slow towards 1% to 1.5% in the coming
months. The market remains on track for 5% more sales in 2025 as long
as sellers remain realistic on pricing.
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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.

March 2025 Index

(Published April 2025) o Annual % change
ity in house price
Source: Zoopla House Price Index
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Zoopla House Price

Average %YoY  %YoY Monthly Annual
Index, city summary, price Mar-25 Mar-24  trend trend
March 2025 index United Kingdom £268,000 1.6% 0.2%
20 City Composite £307,900 1.4% 0.6% —
Sparklines show last 12 Belfast £185100 6.0% 53% il . el
months trend in annual Liverpool £162,300 31%  19% I ——
and monthly growth
rates - red bars are a Newcastle £157,600 2.7% 1.6% [ i ——.
negative value - each Manchester £229,300 2.6% 1.6% N
series has its own axis Birmingham £212,100 2.3% 0.6% —_—— s
settings providing a Sheffield £175400 2.3% 1.9% ——
more granular view on Glasgow £153,800 2.3%  3.6% - s
price development. Leeds £213400 1.8%  1.6% S
Bristol £340,100 1.7% 0.1% . -
Edinburgh £276,400 1.7% 11% B =
Nottingham £205,000 1.4% 0.0% 5 o
Leicester £228,300 1.2% -0.3% — e
Cardiff £254,000 1.1% 1.7% —_— o
Cambridge £468,300 1.1% 0.6% el e
Oxford £450,100 1.0% -0.8% e
Southampton £258,400 0.8% -0.8% i
London Euro Region £534,200 0.7% -0.2% B —
Bournemouth £326,300 0.5% -1.8% o ————
Portsmouth £278,000 0.5% -1.4% B —
Aberdeen £137,800 -0.4% -1.0% e ——————

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 getin 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

The information and data in this report was correct at the time of publishing and high standards
are employed to ensure its accuracy. However, no reliance should be placed on the information
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
for any decisions made by the reader based on the information and/or data shown here.
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