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RESIDENTIAL MARKET SHOWS RESILIENCE
Despite the Brexit vote it is business as usual in the Scottish market so far

The value card is trumping politics in buying decisions in 
the post EU Referendum era in Scotland and the market is 
performing better than predicted, with more buyer activity 
compared with the same period last year.

While it is relatively early days since the referendum, and question 
marks remain with regard to the speed, terms and conditions of our 
exit from Europe, a picture is beginning to emerge, which reveals 
the Scottish housing market to be resilient and in good shape in the 
short to medium term.

As we know, the triggering of Article 50 by Prime Minister Theresa 
May will begin a two-year process of exit talks before the UK 
formally leaves the European Union. History tells us that markets 
generally do not like uncertainty, and the fortunes of the UK 
housing market are inextricably linked to the health of the wider 
UK economy. Furthermore, discussions around a potential second 
Scottish Independence Referendum could add another layer of 
uncertainty north of the border.

In recent weeks, data covering the performance of the services, 
manufacturing, employment and retail sectors since the EU 
Referendum has been encouraging. According to the Office for 
National Statistics (ONS), the number of people unemployed in July 
this year fell by 8,600, compared to the previous month. The retail 
sales figures (often used by commentators as a gauge of consumer 
confidence) reveals a monthly 1.4% increase in July. At the time of 
writing, the value of the British Pound compared to the US Dollar 
is at the lowest point for 31 years, making UK exports relatively 
competitive, including real estate for overseas purchasers.

It has been business as usual in our Scottish residential market. 
Our agents’ survey reveals that despite the prospect of the UK 
leaving Europe, there has been a negligible change in Scottish 
prime residential values above £400,000 since the vote. In fact, 
according to our Scottish Prime Index, values are currently 1.3% 
higher than in 2015.

Across Scotland in July and August this year, we have registered 
30% more new buyers, and our property viewing figures are up 
40%, compared to July and August last year. Interestingly, around a 
third of our new buyer enquiries are coming from outside Scotland. 
Our feeling is that Scottish buyers have become resilient to a fast-
changing political landscape. Having seen two Referendums, a 
General Election, as well as local Scottish elections, many are now 
keen to move on with their lives.

There is certainly evidence that the Scottish prime market up 
to £600,000 is enjoying something of a purple patch. However, 

the market above this level in some areas is struggling to adjust 
to the higher rates of Land and Buildings Transaction Tax 
(LBTT). Consumer confidence may begin to dip amidst Brexit 
negotiations, but while there may be more subdued levels of 
growth in the longer term, the trend remains upbeat. An exception 
to this generally positive outlook is the Aberdeen area market, 
which after seven years of phenomenal growth has seen a 
12% annual drop in transactions, impacting Scotland’s overall 
residential property market. Despite this drop, the number of 
residential transactions across the Aberdeen area is currently 5% 
higher than the level five years ago.

For the time being, the fundamentals for a healthy residential 
property market are in place. Mortgage regulations are tight and 
lending rates are favourable. In addition, LBTT rates are benefitting 
the market below £400,000, which comprises the bulk of Scottish 
residential sales.

Scotland has always attracted buyers from the south and 
much further afield, particularly those with pre-existing Scottish 
connections. It is an established trend and we are continuing to 
receive such interest due to the quality of life and comparative value 
for money that Scotland offers. Those with links north of the border, 
who are living in London and the South, may conclude that now 
is the time to sell, and invest their considerable equity in Scotland, 
taking advantage of the record value gap. Indeed, value appears to 
be more important to buyers than politics in the current market.

Faisal Choudhry
Scotland Residential
0141 222 5880
fchoudhry@savills.com
@fesmanfaisal
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£400,000 to £600,000 £600,000 to £800,000 £800,000 to £1 million Above £1 million

    n Edinburgh & Lothians    n Greater Glasgow    n Rest of Scotland

Area Year ending June 2012 Year ending June 2013 Year ending June 2014 Year ending June 2015 Year ending June 2016

SCOTLAND 2,201 2,111 2,974 3,710 3,012
Edinburgh City 756 689 991 1,289 1,189

Greater Glasgow 377 361 541 679 562

Aberdeen area 428 428 625 755 395

Central & Tayside 283 296 363 447 391

Lothians 141 152 203 231 228

Scottish Borders 47 41 69 80 79

Highlands & Islands 48 41 57 79 63

Ayrshire 58 45 70 79 55

Argyll & Bute 37 26 31 40 30

Dumfries & Galloway 26 32 24 31 20
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PRIME MARKET

Up until the end of June 2016, prime 
sales (second hand transactions 
at £400,000 and above) across 
Scotland reached 3,012. This 
represented a 19% annual drop 
from the 3,710 prime sales that 
were recorded during the previous 
12-month period, largely due to the 
surge in sales that took place during 
the first three months of 2015, ahead 
of the introduction of higher taxation 
rates under LBTT from April 2015. 
In comparison with the previous 
12-month period ending June 2014, 
the overall Scottish market in terms 
of transactions increased by 10%. 
However, the number of prime sales 
increased by only 1% since the 
year ending June 2014, showing 
the effect of higher rates of taxation 
on sales above £400,000 across 
Scotland (see Figure 1).

Although prime activity between 
£400,000 and £600,000 has improved 
in most central hubs, country locations 
are less active. The prime market in 
the Aberdeen area continues to be 
impacted by the slow down in the 
energy sector, with the lowest level 
of prime transactions recorded in 
five years. The local oversupplied 
mainstream market (where the level of 
stock has increased by 85% in a year) 
is impacting prime market sales and 
these have fallen by 37% in two years.

Across Scotland, the market between 
£600,000 and £1 million is struggling 
to adjust to LBTT, with 11% fewer 
sales compared to two years ago. 
Meanwhile, the market between 
£800,000 and £1 million in Edinburgh 
remains challenging (see Figure 2).

FIGURE 2

Second hand residential transactions Year ending June 2016 v 
Year ending June 2014

Source: Savills Research

FIGURE 3

Second hand residential transactions at £400,000 and above

Source: Savills Research

FIGURE 1

Scotland second hand residential transactions at £400,000 and above

Source: Savills Research
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A closer look at local level prime 
market performance during the 
year ending June 2016 shows the 
dominance of traditional hotspots and 
continued growth in commuter and 
suburban locations (see Figure 3). 

In Edinburgh, the majority of prime 
activity took place in the core central 
locations of New Town, Grange, 
Morningside and Merchiston. However, 
prime activity in the West End, 
Stockbridge, Murrayfield, Trinity and 
Colinton exceeded the level during the 
year ending June 2014. 

Edinburgh’s prime market strength has 
fuelled surrounding areas such as the 
Borders, which has led the way with 
prime activity 25% higher than the five-
year average. 

Prime sales in Glasgow’s West End 
are 19% higher than the five-year 

average, whilst in Lanarkshire, prime 
sales are 22% higher, led by the 
hotspots of Bothwell and Thorntonhall. 
Helensburgh has witnessed the highest 
number of prime sales for five years 
due to more certainty surrounding the 
future of Faslane.

Looking ahead, high levels of activity, 
in terms of new buyer registrations 
and viewings is likely to underpin 
future prime sales activity in the 
medium term.

MILLION POUND  
MARKET

The number of residential sales at  
£1 million and above reached 146 
during the year ending June 2016, 
which is in line with the five-year 

FIGURE 4

Scotland residential transactions at £1 million and above

Source: Savills Research

average, with more than half of these 
sales occurring in Edinburgh (see 
Figure 4). 

The capital is benefitting from the fact 
that in times of uncertainty, high net 
worth investors are drawn to prime 
central hotspots, which are considered 
safe investments.

Aberdeen has witnessed a reduction in 
million pound activity from a five-year 
average of 22 to only 13 sales in the 
latest 12-month period. 

Greater Glasgow has regained its 
second place with 19 such sales taking 
place. This was supported by 10 in the 
city itself, the highest number since 
2008. East Lothian has continued its 
strong performance with 10 sales, 
closely followed by Fife where there 
were nine sales, all of which took place 
in and around St Andrews. 

Interestingly, despite the slow 
adjustment of the market from 
£600,000 to £1 million, sales above £1 
million are coping with the higher rates 
of LBTT.

Looking ahead, we expect this market 
to remain stable, with around 140 to 
150 annual sales taking place, as this 
market is better able to absorb higher 
rates of LBTT.  

“Prime activity  
has improved in 
most central hubs 
up to £600,000”  
Savills Research
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ROBUST MARKET BELOW £400,000
There was robust growth in the market below £400,000 despite the 
slow down in the Aberdeen area market. There was a 9% annual 
increase in the number of Scottish residential transactions during the 
year ending June 2016. Furthermore, the average price in Scotland 
increased annually by 5% in June 2016 (see Figure 5).

Market growth is continuing to spread out to locations that were 
lagging following the housing market downturn. These include 
East Ayrshire, North Ayrshire and Dundee City, where the annual 
growth in transactions was higher than the figure for Scotland as a 
whole. This is mainly due to an increase in house building, coupled 
with attainable house prices and improving transport links. Annual 
transactional growth in traditional hotspots and commuter locations, 
such as Midlothian, South Ayrshire and Renfrewshire, as well as the 
market hubs of Edinburgh and Glasgow, also exceeded the figure 
for Scotland as a whole.

Mortgage lending plays a fundamental role in the Scottish housing 
market, with typically around two thirds of transactions dependent 
on loans for house purchasing. The number of mortgages across 

Scotland for house purchasing increased by 7% during the year 
ending June 2016. The average mortgage rate for house purchases 
and remortgages across the UK during June 2016 was 2.5%, 
compared to almost 6% during the peak of the market in 2007. 
However, the best mortgage rates are restricted to those with high 
levels of equity. 

Looking ahead, much depends on what happens to base rates and 
mortgage lender margins. Whilst the Bank of England base rate 
has fallen, there is a risk that the cost of mortgages may rise further 
down the line, as banks seek to protect their margins. Overall, that 
could put a squeeze on affordability at the point of purchase but 
not a rapid tightening across a wider cross section of mortgaged 
homeowners. The potential for mortgage lenders to tighten their 
criteria presents a longer term risk to market activity below £400,000 
across Scotland. This could mean that transactions, which reached 
a post credit crunch high of almost 101,000 over the past year, 
could fall back slightly. Fundamentally, the market below £400,000 
in Scotland will be underpinned by a continued environment of low 
interest and taxation rates and low supply.

FIGURE 5

House price growth is spreading from core hotspots into commuter and suburban locations

Source: UK House Price Index June 2016
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TIME ON MARKET

The length of time houses take to 
sell is a useful indicator of market 
strength. Favourable rates of tax up 
to £325,000, low mortgage rates 
and government initiatives have 
boosted the overall Scottish market 
and properties are currently taking 
considerably less time to sell.

Across Scotland’s cities, properties are 
staying on the market for an average 
of 18 weeks, compared to 26 weeks 
during the downturn between 2011 
and 2013, according to a leading 
industry website (see Figure 6).

The cities of Glasgow and Edinburgh 
in particular have seen a sharp 
reduction in the number of weeks. 
The length of time in both cities during 
August 2016 was respectively 23% 
and 19% less than their five-year 
August average.

However, the largest reduction has 
taken place in Stirling and Inverness, 
where properties spent 35% and 

25% less time on the market 
respectively during August 2016, 
compared to their five-year August 
average. The high level of stock has 
led to houses in Aberdeen spending 
50% more time on the market during 
August 2016 compared to last year.

According to the website, the actual 
time taken from a property coming 
onto market to reaching a sold 
status across Scotland’s cities is on 
average nine weeks. Selling times in 
Edinburgh, Glasgow and Inverness 
are the lowest among Scotland’s 
cities, with houses currently taking on 
average of seven to eight weeks to 
find a buyer.

LBTT UPDATE

Despite the fact that the number 
of residential transactions across 
Scotland increased by 15% in two 
years prior to the end of the financial 
year (31 March 2016), the level of 
tax revenue in the same period fell 
by 7% and was £33 million short 
of the £235 million target set by the 
Scottish Government. 

This is due to the very low rates 
of tax applicable to the market 
up to £325,000, where the bulk of 
sales took place. Without the surge 
of sales which took place at the 
beginning of 2016, ahead of the 
introduction of the additional LBTT 
levy, the revenue would have been 
approximately £43 million lower than 
the Government’s target. 

Comparing like-for-like time periods, 
the number of residential transactions 
between £450,000 and £750,000 fell 
by 9% and those above £750,000, 
where a 12% LBTT rate has been 
applied, fell sharply by 27%.

According to our research, 
around 44% of the LBTT revenue 
was generated from sales above 
£450,000, despite making up just  
3% of residential sales. In our 
opinion, this is very risky, as it places 
a great burden on a small percentage 
of buyers. Furthermore, almost  
30% of LBTT revenue was generated 
from Edinburgh.

LBTT is impacting on the 
competitiveness of Scotland, with 
some investors comparing the cost 
of moving to the rest of the UK. 
This affected sales at the top end of 
the market to buyers from outside 
Scotland during 2015.

There are widespread calls for 
changes to the 10% tax band, which 
has heavily impacted the market 
between £325,000 and £750,000. n
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FIGURE 6

Time on the market (weeks)

30

Source: Home.co.uk (Time on the Market is the number of weeks a property has been listed for sale. A property may be withdrawn from the market for reasons other than a successful sale.)

“Scottish buyers have become resilient to 
a fast-changing political landscape and are 
now keen to move on with their lives.”  
Faisal Choudhry, Savills Research

n Scotland cities average      Five-year August average
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 Briarlands (Offers Over £1,250,000) in the south side of Glasgow. The Scottish residential market 
above £1 million is expected to remain stable as it is better able to absorb higher rates of LBTT.

Scotland’s value gap 
appears to be more 
important to buyers  

than politics

Favourable rates of 
tax and mortgages are 
supporting the market 

below £400,000

Prime activity is being 
dominated by traditional 
hotspots, with continued 
growth in commuter and 

suburban locations

City properties are currently 
spending almost 30% 

less time on the market 
compared to five years ago

The £1 million+ market  
in the central hotspots  

of Edinburgh is  
considered safe by high 

net worth investors

Nearly half of 
LBTT residential revenue 

was generated from  
just 3% of sales
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OUTLOOK
Scotland's prime residential property market  
will continue to improve despite political challenges

n Low rates of mortgages and taxation will underpin the market below £400,000. However, 
this market is heavily reliant on lending, and a tightening in criteria could impact on the 
number of sales and prices in the long term. An expected adjustment in values in the 
Aberdeen area could improve transactions and reduce the record amount of available stock, 
which is hampering sales across the market.

n The number of prime transactions and values up to £600,000 will continue to improve 
in Scotland’s city and town locations. However, the market up to £1 million, especially in 
country and rural locations, will not recover to levels witnessed up until 2014, unless the 
punitive 10% level of LBTT between £325,000 and £750,000 is reduced.

n Activity above £1 million will remain stable as this market is better able to absorb higher 
rates of LBTT. Edinburgh will continue to dominate this market due to the fact that in times 
of uncertainty, high net worth investors are drawn to prime central hotspots, which are 
considered safe investments.

n We are encouraged by the high levels of activity in terms of new buyer registrations and 
viewings since the EU Referendum. With a backdrop of improving economic indicators, the 
fundamentals for a healthy residential property market are in place and there will continue to 
be a stable market due to the essential requirements to move house, together with the needs 
of upsizers and downsizers.

Savills plc
Savills is a global real estate services 
provider listed on the London Stock 
Exchange. Savills operates from over 700 
owned and associate offices, employing 
more than 30,000 people in over  
60 countries throughout the Americas, 
the UK, Europe, Asia Pacific, Africa and 
the Middle East, offering a broad range 
of specialist advisory, management and 
transactional services.

This report is for general informative 
purposes only. It may not be published, 
reproduced or quoted in part or in whole, nor 
may it be used as a basis for any contract, 
prospectus, agreement or other document 
without prior consent. Whilst every effort 
has been made to ensure its accuracy, 
Savills accepts no liability whatsoever for 
any direct or consequential loss arising from 
its use. The content is strictly copyright 
and reproduction of the whole or part of 
it in any form is prohibited without written 
permission from Savills Research.
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This publicaTion:

n This document was published in 
September 2016. The data used in the 
charts and tables is the latest available  
at the time of going to press. Sources are 
included for all the charts.

Glossary of Terms:

n Prime sales: refer to second hand 
transactions at £400,000 and above.

n Prime values: are calculated from  
the Savills Index which comprises a fixed 
list of prime second hand properties 
located across Britain, which undergo 
a quarterly desktop valuation by Savills 
residential agents.

n Overall market: refers to the bulk of 
Scottish house sales.

“LBTT is 
impacting on the 
competitiveness of 
Scotland compared 
to the rest of the 
UK.” Savills Research


