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B UK city house price inflation slows to 5.4%.

B  Weak price growth in London (+1.8%) offsets continued robust growth in large regional cities.
Edinburgh, Birmingham, Glasgow and Manchester all registering growth of over 7% per annum.

B The discount from asking to sales prices is an important measure of underlying demand. The level of
discounting is increasing in London while across other cities the discount is narrowing.

City house price growth slows to 5.4% Fig.1 — UK cities index — annual and 3-month growth
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on change on year price
Jul-17 1.4% 3.5% £246,600 Fig.2 — Listing price to sales price discount/premium
-6%
Aug-17 0.6% 3.6% £247,900 —Birmingham —Glasgow
Sep-17 0.4% 3.6% £248,500 4% Liverpool ——London
Oct-17 0.4% 3.8% £250,300 —Manchester )
2% Sales price
Nov-17 1.3% 4.7% £252,900 higher than
listing/asking pri
Dec-17 1.7% 5.4%  £255,100 isting/asking price
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Source: Hometrack House Price Indices
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Discounts to asking prices are narrowing
Analysis of ZPG listings data reveal how underlying
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Discount to asking price (axis in reverse)
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system for selling homes in Scotland means sales prices Source: ZPG / Hometrack

are higher than listings prices (see Fig.2 and Fig.3).

Note: All price changes are quoted in nominal terms. Hometrack’s House Price Indices are revisionary and not seasonally adjusted.
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Manchester and Birmingham see discount halve
Birmingham and Manchester have recorded the
greatest decrease in discounts over the last year. Figure
2 shows how the discount has more than halved from
6% in 2013 to just 2.7% in 2017. This is more evidence
of the underlying strength of the market in these cities.
Not only are headline prices growing at 6%-8% per
annum but discounts to listing price are narrowing.

A similar pattern has been recorded for cities outside
southern England (Fig.3). This supports our view that
there is further above average house price growth to
come over 2018.

Fig.3 — Asking to achieved discount by city
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Sales prices at a premium in Edinburgh and Glasgow
The Scottish system for selling homes is different to
England and Wales with property typically marketed as
‘offers over’ a listing price. Our analysis shows that
sales values are at a premium to listings prices. The
premium has increased over 2017 to average 4% in
Glasgow and 7% in Edinburgh (Fig.3). This is consistent
with robust levels of price inflation currently being
recorded in these cities and reports of a shortage of
homes for sale.
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Increased discounting in London as demand weakens
London has registered increased levels of discounting.
In 2014, when the rate of house price growth was
almost 20% per annum, the average discount to asking
price was just 0.5%. Weaker, price sensitive demand
has seen the discount widen to an average of 4% with
the largest discounts of up to 10% being registered in
inner London where price falls are most concentrated.

Larger discounts point to headline price falls

The level of discounting provides insight into the
strength of underlying demand. Asking prices tend to
act as the ‘shock absorber’ to softer pricing as demand
weakens. However, once discounts get close to 10%,
this is when falls in headline prices start to occur.

Table 2 - City level summary, December 2017

City Cu rre.nt %yoy %yoy

price Dec-17 Dec-16
Edinburgh £218,600 8.2% 2.8%
Birmingham £154,100 7.5% 6.0%
Glasgow £124,900 7.2% 2.5%
Manchester £157,900 7.0% 6.7%
Nottingham £146,700 6.5% 5.0%
Liverpool £117,300 6.1% 2.8%
Bristol £271,800 6.1% 7.6%
Leeds £158,900 6.1% 4.1%
Bournemouth £284,900 5.8% 5.1%
Leicester £164,600 5.6% 6.1%
Belfast £131,800 5.5% 1.1%
Portsmouth £230,500 5.0% 6.9%
Sheffield £132,300 4.8% 3.5%
Cardiff £198,200 4.5% 4.9%
Southampton £227,200 3.7% 6.4%
Newcastle £125,300 2.8% 0.9%
London £488,400 1.8% 6.0%
Oxford £425,700 -0.9% 6.6%
Cambridge £404,400 -1.4% 2.9%
Aberdeen £156,700 -9.9% -4.4%
20 city index £251,000 5.4% 4.3%
UK £211,400 4.4% 4.8%

Source: Hometrack House Price Indices

Hometrack is part of ZPG Plc, owner of some of the UK’s most trusted digital platforms including Zoopla, uSwitch, PrimeLocation and
Property Software Group. Hometrack provides residential property market insights, analytics, valuations and data services to over 400
partners including mortgage lenders, new home developers, investors, housing associations and local authorities. For more information
about the business, our services and further insight visit www.hometrack.com.
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