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SUMMARY
Regional prime markets outperform London in light of stamp duty changes

Table 1

Price movements in the prime markets to Q4 2014

Source: Savills Research

Q on Q 2014 Since 2007 Peak

London -2.6% 2.6% 34.9%

Suburbs -1.2% 4.6% 7.6%

Inner Commute -0.6% 3.7% 3.9%

Outer Commute -0.4% 3.5% 0.5%

Remainder of South 0.2% 3.1% -10.2%

Midlands and North -1.0% 2.5% -14.8%

Scotland -0.6% 0.8% -22.4%
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For the first time since the credit 
crunch, the UK’s prime regional 
markets marginally outperformed  
the capital in 2014 with growth 
averaging 3.2%.

The new rates of stamp duty 
introduced by the Chancellor in his 
autumn Statement on December  
3rd 2014 brought mixed blessings  
for different parts of the market.  

For all buyers below £937,500, 
stamp duty rates have fallen and 
this is reflected in levels of annual 
price growth. above this margin 
the increased rates of stamp duty 
resulted in an adjustment in values  
at the top end of the market in the 
final quarter, most notably in the 
higher value extended commuter belt 
of london.

This said, given a strong performance 
earlier in the year, these commuter 
markets showed the highest level of 
annual growth. Prices rose by 4.6% in 
the london suburban markets such as 
esher, Rickmansworth and loughton 
and by 3.7% in the inner commuter 
zone in the likes of Sevenoaks, 
Guildford and beaconsfield.

While the markets within the 
commuter zone, up to an hour from 
london, are all now at or above 
their 2007 peak, the regions beyond 
these areas are some way below this 
level. Prices remain on average 10% 
below their 2007 peak across the 
remainder of the South of england 
and over 20% below across Scotland 
as an average. The markets of the 
Midlands and the North falls between 
the two (-14.8%).

In the sub £1m prime market that 
predominantly benefits from a cut in 
stamp duty, average prices rose  
by 4.6% in 2014, fuelled by particularly 
strong growth in the first six months 
of the year. These lower value prime 
markets, particularly those well-
connected to london, are forecast to 
see the strongest growth over the next 
year and into the mid term.

Higher value homes in the £2m+ 
range recorded marginal -0.8% falls 
over 2014, as values fell by -3.1% in 
the last three months of the year.

The other overriding feature of the 
regional market remains the stronger 
performance of properties in urban 
locations. annual growth in prime 
cities across the UK, such as Oxford, 
Cambridge, bath, York, Chester and 
edinburgh, averaged 5.8% price 
growth over 2014 compared to an 
average increase of 3.1% in their 
surrounding villages and 0.9% in 
rural locations.

Outlook 
Though it will take time for the 
effect of the stamp duty changes 
introduced in the autumn Statement 
to become clear, early signs are 
that in the market above £1m the 
additional cost is predominantly 
being borne by sellers through small 
price adjustments similar to the 
amount of extra stamp duty now due. 

This being the case, the early 
indications are that where stock is 
priced to reflect these circumstances, 
the market continues to function with 
a healthy level of buyer interest and 
transactions. as things stand, we are 
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forecasting that prices will rise by 
1.0% in 2015 if there are no further 
tax changes.

There is every prospect of greater 
price growth in the market below £1m, 
though a more regulated mortgage 
environment will act as a constraint  
on the extent of this growth. 

The market at this level is likely to  
be highly dependent on general buyer 
sentiment and, correspondingly, the 
strength of the economic recovery, 
the performance of the mainstream 
housing market and the timing of any 
interest rate rises. 

Overall, this means committed  
sellers will need to be realistic  
on prices, but that there could be  
a buying opportunity for those who  
are prepared to take a long term 
view on the prime housing market. 

Over five years we are forecasting 
average growth of 24% in the prime 
regional market assuming no further 
increases in the taxation of high 
value homes.

by increasing the rate of stamp duty 
on high value properties, the autumn 
Statement significantly undermines 
the case for a so-called mansion tax, 
but its introduction remains labour 
party policy. The potential charges at 
the lower end of the price spectrum 
would not be significant, with labour 
suggesting an annual charge of just 
£3,000 for properties worth between 
£2m and £3m. However, it would be 
more onerous in higher price bands, 
if the target revenue of £1.2bn per 
annum were to be raised. n


