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The market indicator for New Builds Aug 2019

In the year to end Jul 2019 new build prices per m? rose by an average of 3.16%

across the UK...

The Market

Although relatively subdued, the drivers of the
housing market are in good shape: inflation and
interest rates are low, employment levels and wage
growth are high and the shortfall of the housing
stock relative to need continues to grow. Recently
published international data has shown that more
than 30 central banks around the world have cut
interest rates this year in response to concerns about
slowing global growth, heightened trade tensions
and the increased likelihood of a no deal Brexit. So
the direction of UK interest rates is likely to be
downwards which will translate into cheaper
mortgages for house buyers.

The latest UK Finance mortgage data for the period
to June 2019 cover trends in mortgage lending across
different groups in the UK. New First Time Buyer
mortgages were down 1.5% in June 2019 on a year
earlier, standing at 32,760. The average FTB Loan to
Value was 76.9%, 0.3% more than one year earlier.
The average FTB age was 32, the average income
multiple was 3.51 and the average loan size was
£172,158. 31,000 home mover mortgages completed
in June 2019, which is 3.6% down on the same month
last year. The average home mover Loan to Value
was 67.7% which is 0.8% more than the same month
last year. The average home mover age was 40, the
average income multiple was 3.28 and the average
loan size was £225,756.
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In July 2019 a report from Rightmove reported a
slight drop of 0.2% in the price of properties

coming to the market, which is the first price fall T
recorded so far this year. But they also report 15000
that 7.8% fewer properties are coming to market
this year than at the same time last year, and that

11000

4.6% fewer sales have been agreed to date this
year against the same period last year. But whilst
less property is coming to the market, it is taking
longer to sell and this is combining to increase the
amount of available stock on estate agents books.
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They also report that the time taken to find a
buyer is at its highest level for six years. In terms ™™
of annual price changes at a regional level,

Rightmove identifies similar trends to the other

Transaction volumes by month to end of Jan 2019
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main indices. London, the South East and the East
are seeing slight price falls whilst generally speaking
regions to the West of the country (South West,
Wales, West Midlands, North West) are performing
slightly better than those to the East.

The long view

Last month a Government Select Committee
published a report on Modern Methods of
Construction and stated that the Government must
embrace MMC or risk missing its 300,000 homes per
annum target by the mid 2020’s. The Housing,
Communities and Local Government Committee
warned of the dangers of an over reliance within the
home building sector on traditional construction
methods.

The report acknowledges that there are various
obstacles to change and that the sector cannot move

towards MMC without simultaneously dealing with
the obstacles. It seems likely that this will prove to be
a very important milestone in Government thinking

Market value by month to end Jan 2019
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towards the new build sector.

The conclusions and recommendations
highlight various areas where actions are
needed to enable the use of MMC:

A co-ordinated approach is advocated in
which the Ministry is required to track how
much it spends on MMC housing across its
various funding streams. Government
departments should follow a coordinated
strategy such that e.g. Research &
Development and training schemes work
together to make growth of MMC home
building more viable.
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working group.
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And to allow MMC to take off there will need
to be Government support to enable skills
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programmes and apprenticeship schemes that
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encourage people into the sector. In a similar
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vein, the supply chain of production facilities
to create MMC homes is something that large
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house builders could achieve but not smaller
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builders. So the Government will need to take
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steps to encourage MMC production facilities
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so that there is certainty of supply.
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Another supply side issue is addressed with
the recommendation of more council house
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The report recommended that there was scope for
house builders to make more use of digital
technology in the development process. This may be
as simple as using technology for helping to co-
ordinate the various elements of the build
programme and to quantify what goes wrong where,
as and when it inevitably does.

Over the past two decades, risk management has
become something of a by word in most professions
including mortgage valuers, mortgage lenders and
insurers. The report highlights that these people (not
to mention home builders and home buyers) want to
have confidence in the safety and durability of the
product. At present many do not feel that the safety
net is there and so tend to exercise caution towards
MMC housing.

building. This has tended to involve more
standardised sized units, which is likely to simplify
production. In addition, the report points to the
general problems of access to development land that
house builders encounter.

The final area of recommendations relate to making
the Building Regulations system more fit for purpose
when dealing with MMC. It also creates the
opportunity to drive improvements in energy
efficiency as MMC has more scope for this than
traditional brick and block. The concluding
recommendation is that home builders should be
given the financial encouragement that they may
need to set up MMC production facilities.

The report recommends that the Government
should develop a digital database that records
the design, processes and materials used in
the construction of buildings. This would be
an effective log book that would be attached
to each property and which could e.g. sit
alongside the HM Land Registry database.
This would allow the performance of built
property to be tracked over time, which is
something that e.g. the insurance industry
would no doubt be reassured by.
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At present warranty providers produce their | 170000
own standards and a single standard would of

course be preferable. Work is underway on

Average purchase prices for terraced properties Jan
2007 to end Jan 2019
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this front with the “MMC Scheme” being
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Current News

The latest data from the Office of National Statistics (ONS), shows that the Gross Domestic Product fell by 0.2% in
the second quarter of 2019 following a rise of 0.5% in the first quarter. Overall GDP was 1.2% higher than the same
quarter last year. In fact there was a vey slight strengthening of the services sector in the second quarter but this
was offset by a fall in the production sector.

In the year to July, average retail sales rose by 0.5% which is a record low, according to the British Retail
Consortium and KPMG. The lacklustre performance is put down to a combination of uncertainty and slow real
wage growth. They point out that whilst wage growth appears good (being 3.6% in the year to May, according to
the ONS), when adjusted for inflation, pay remains below the average recorded before the 2008 financial crisis.

Average purchase prices for flats Jan 2007 to end Jan Average purchase prices for semi-detached properties
2019 Jan 2007 to end Jan 2019
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First time buyers - Affordability

2bed 70 sqm Ave annual earnings e Affordability
Starter home Full Time employees Index
East Anglia £236,477 £34,273 6.90 115
East Midlands £148,030 £29,165 5.08 85
Greater London £421,356 £41,400 10.18 170
North East £125,418 £27,642 4,54 76
North West £142,906 £29,063 4.92 82
Scotland £160,363 £30,700 5.22 87
South East £247,603 £36,116 6.86 115
South West £182,036 £29,992 6.07 101
Wales £145,426 £28,240 5.15 86
West Midlands £175,503 £29,457 5.96 100
Yorkshire and the Humber £143,467 £28,951 4,96 83
5.98 100

Based on a simple average of property prices for the current year
Ave annual earnings from ONS EARNM 05: Average Gross Earnings of Full Time Employees.

The First Time Buyers Affordability Index above looks at the average selling price of a 70 sq m property, which
would typically be 2 beds in each region. The figures are derived from the selling prices of new build terraced houses
and flats across the regions. These average selling prices for a typical 70 sq m property are then compared with the
average earnings in each region to create the average price to earnings ratio.
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Notes

This Index has been prepared by e.surv using
anonymised data based on a proportion of all
new build valuations provided for lending pur-
poses. Figures represent 12 month rolling aver-
ages for each period. The copyright and all other
intellectual property rights in the Index belong to

LSL Land & New Homes is a trading name of LSL
Land & New Homes Ltd, which is a member of
the LSL Property Services Group Estate Agency
Division, one of the leading residential property
services groups in the UK. It’s strategy is to cre-
ate partnerships with developers and builders to
support their objectives and add value to their
businesses.

e.surv. Reproduction in whole or part is not per- It can provide integrated solutions for their ben-

efit drawing on the expertise of companies who
are also under the LSL Group umbrella including
valuation services (e.surv), rental portfolio ser-
vices, asset management services and estate
agency services fronted by well-known high
street estate agency brands like Your Move and
Reeds Rains. Services can be tailored to suite
individual needs from bespoke site sales and
marketing, agency referral to the disposal of part
exchange, assisted schemes and new build stock,
land sales and acquisitions.

mitted unless an acknowledgement to e.surv as
the source is included. No modification is per-
mitted without e.surv’s prior written consent.

Whilst care is taken in the compilation of the In-
dex no representation or assurances are made as
to its accuracy or completeness. e.surv reserves
the right to vary the methodology and to edit or
discontinue the Index in whole or in part at any-
time.

e.surv (www.esurv.co.uk) is the Valuation busi-
ness of LSL Property Services plc
(www.Islps.co.uk) and is the UK’s largest residen-
tial valuation practice, acting for lenders, devel-
opers, Social Housing organisations and other
stakeholders in the residential property market.

The business employs circa 450 chartered sur-
veyors and covers the entire UK.

For further information or enquiries regarding the underlying data of the
LSL New Build Index, please contact Shaun Peart via email
Shaun.Peart@Islnewhomes.co.uk or by phoning 07789 948411.

For further information about the LSL Property Services Group including

LSL Land & New Homes and e.surv, visit www.Islps.co.uk

Disclaimer: The data is provided by LSL Land & New Homes and is based on data provided as described above. While reasonable skill and
care has been taken in the preparation of the data — the copyright and all other intellectual property rights of which belong to e.surv
limited - neither e.surv Limited nor LSL Land & New Homes can accept liability for the accuracy or completeness of the data provided.

Reproduction in whole or part is not permitted unless an acknowledgment to e.surv Limited is included. No modification is permitted
without e.surv Limited’s prior written consent.

No warranty of the figures is given and no responsibility or liability of any nature to you or any third party for the whole or any part of its
content is accepted. It is assumed that you will carry out your own due diligence before proceeding with any proposals or making any
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