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Executive summary

* Total stock of homes for sale is 26% down from 2020, and will
remain low well into 2022

* Higher number of sales in the last year has eroded supply, with
rise in activity among first-time buyers and investors

* Supply constraints most evident for houses, and properties priced
up to £350,000

*  The mismatch in demand and supply is supporting price growth,
which is at 6% in July, up from 2.3% in July 2020

* Average price growth for houses at 7.6% compared to 1.2% growth

for flats

*  Market moving nearly twice as quickly as 2016, with time to sell at
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Annual UK house
price growth

Annual UK house price inflation rises

Average house price rose by +1.4% in the three months to the end of
July, taking the annual rate of price growth to +6.0%, up from 2.3% in
July 2020. However, this marks a slight slowing of growth from June,
when the annual rate of growth was 6.3%.

The average value of a home across the UK is now £234,000.

Price growth is highest in Wales (+9.4%), Northern Ireland (+9.0%)
and the North West of England (+7.9%).

Liverpool continues to lead the way for price growth among the UK’s
largest cities, with average home values rising by 9.4%, resulting in
an average price uplift of £11,731 to take the average house price to
£136,721.

There has also been strong price growth in Manchester and Belfast,
at 7.7% and 7.5% respectively.

London is still trailing in terms of growth, with an annual 2.5% rise,
although this marks a rise from 1.9% growth in March this year.

Highest price rises in markets with lower average values
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The rise in home values is being underpinned by the lack of supply
in the market, examined in more detail below. We expect that the
headline rate of growth will start to moderate as we move into Q4,
although this will not be a linear progression.

The slowdown will come as the impetus provided by the elongated
stamp duty holiday ends, and the government begins to withdraw
the pandemic stimulus packages, such as furlough.

We expect house prices to show an average rise of between 4% and
5% for the whole of 2021.
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Lower levels of supply

- 2 o The flow of new homes being listed for sale, or ‘new supply’, has
/O been around 5% down on typical levels since the start of the year,
and is not enough to replenish the total stock of homes for sale,

Total stock of homes which is down 26% compared to last year.

available for sale, vs
2020 average Looking further back as a comparison, total stock is down 33%

compared to this time of year in 2018 and 2019, and 25% lower than
2016 and 2017.

There are several factors which have come together to result in the
erosion of the stock of homes available for sale.

First is the sheer Llevel of activity in the market. Completed sales
jumped by 25% in the 12 months to June, compared to the same
period in 2019, according to HMRC data. This means 1in 20 homes
changed hands over the last year, compared to 1in 25 two years
previously.

Sales agreed also ticked up again in August, and while they are
down compared to the peaks seen in early April, they are still
running 21% above the levels seen in the summer of 2018/19.

The ‘reassessment of home’ among households as a result of the
pandemic, coupled with the tax savings on offer due to the stamp
duty holiday, resulted in higher numbers of homeowners making a
move. This created churn in the market - but typically a homemover
both buys and sells, creating demand and supply.

Yet with the focus on demand for larger family houses, amid a
‘search for space’, this type of stock has become stretched,
reflected in the average price for a house rising 7.6% over the last 12
months. The supply squeeze for flats is more muted, and price
growth for this type of home is up 1.2% on the year.

Average price growth for houses higher than flats
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New Homes
completions, England,
12m to March 2021

The second key factor is increased levels of activity among first-
time buyers and investors.

These buyers represent net new demand, as the vast majority have
no property to sell. First-time buyers (FTBs) account for around a
third of all buyers, and they have been increasingly active in 2021.

Lenders tightened credit criteria and increased mortgage rates on
higher LTV loans in 2020 and this squeezed some FTBs out of the
market - this has been reversed, and supported more FTBs into the
market.

Continued stamp duty relief for FTBs means the end of the stamp
duty holiday will have less of an impact on this buyer group. Yet the
activity seen so far this year is likely to be a continued release of the
pent-up demand after the first lockdown last year, and so levels of
activity will begin to return to more normal levels as we move
through the rest of 2021.

Investors were able to take advantage of the lower purchase tax
charges as a result of the stamp duty holiday. Demand from buy-to-
let investors in the year to date has been some 21% higher compared
to 2020, Zoopla data shows. Strong demand for rental properties is
likely to be a continued draw for investors, even as tax changes
have caused some landlords to review their portfolios. However, the
ending of the stamp duty holiday will likely impact investor
demand.

Share of sales, 2021

® Mortgaged Home movers
® Mortgaged First-time buyers
® Cash owners/investors

B Buy-to-let with mortgage

A final factor is the supply of new homes, which has slowed in 2021
due to the shut-down of the construction industry last year during
the first lockdown. New homes completions fell by 11% in England in
the year to March. While supply has already started to pick up
again, this dip will have had an impact on the total number of
homes available to buy.




200PLA

1.6%

Average rise in the price
of houses, compared to
1.2% for flats, year to
July 2021

July 2021 | UK House Price Index | Page 5

The post-pandemic ‘reassessment of home’ - households deciding to
change how and where they live - has further to run, especially as
office-based workers receive confirmation about flexible working,
allowing more leeway to live further from the office. This means higher
Llevels of demand will still be evident.

However, the lack of supply, especially for family houses, means the
market will start to naturally slow during the rest of this year and into
next year, as buyers hold on for more stock to become available
before making a move.

As we move into 2022, there will be a strong start to the year in line
with seasonal trends, but after that, a return to more usual levels of
activity among first-time buyers, the effect of the ending of the stamp
duty holiday, and some buyers waiting for more stock to become
available will result in a slow repairing of stock levels through H1.

Continues...
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26dags

Average Time to Sell,
July 2021

Markets moving faster

Higher levels of demand amid constrained supply is not only resulting
in price growth, but also homes selling faster, with the average time
between listing and sale subject to contract averaging 26 days in July,
down from 42 days in July 2016.

Not all markets are moving at the same pace however. As the map
below shows, it is taking longer than the average length of time to sell
a home in and around London (56-75 days), Aberdeen (53 days),
Brentwood (49 days), Reading (46 days), Oxford (41 days) and South
Bucks (41 days).

In London, this reflects the higher level of supply available (especially
flats in the centre of the city) alongside more muted demand in central
zones. Aberdeen’s sales market has long been tracking trends in the
North Sea Oil industry.

In the other slower moving markets, it is notable that price growth is
also below average, ranging from 2.5% in Reading to 3.8% in
Brentwood.

Time To Sell, July 2021

2 Average time from listing
a home to sale agreed

10 days 50 days+

UK avg
26 days

Source: Zoopla House Price Index 3-month rolling average
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Outlook

The low supply of homes listed for sale, especially family houses, and
a limited choice for would-be buyers may well impact demand in H2
and into 2022, leading to a natural slowing in buyer interest as buyers
looking to move to this type of property wait to find a suitable
property before making a move.

Alongside this, the end of the stamp duty holiday, and the changing
economic landscape, with the ending of government support, will also
slow the market. However, this will not be sudden, and we believe that
the ‘reassessment of home’ has further to run, so overall demand will
remain stronger than usual.

This will also support price growth through to the end of the year,
which we expect to be at +4% to +5% in December.

While there will be a busy start to 2022, in line with seasonal trends, a
return to more normal levels of activity among movers and first-time
buyers throughout H2 will result in a slow rebuilding of stock Levels.
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House Price Index — Country, region and city summary

Note: The Zoopla house price index is 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.

July Index 2021
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Zoopla UK House Price
Index, city summary
June 2021

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.
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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.

If you have any questions about our research please do get in touch

Richard Donnell Grdinne Gilmore

Director of Research & Insight Head of Research

richard.donnell@zoopla.co.uk grainne.gilmore@zoopla.co.uk

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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