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Activity levels in the prime residential markets  
in Scotland continue to recover, with transaction 
levels 4% higher than the 10-year average 

n Despite the uncertain economic climate and lack 
of mortgage availability within Scotland’s prime 
residential property market, the overall volume of 
sales activity has improved since the housing market 
slump of 2009.  

n The number of prime transactions last year was  
4% higher than the ten-year average and this trend  
is expected to continue.  

n The increase in prime market activity has been 
fuelled by two important factors: equity, which is 
now the dominant source of funding in Scotland 
and, crucially, an acceptance of reality by sellers with 
regard to today’s market values.

SUMMARY
An overview of the market
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Prime transactions
While the number of Scottish prime 
transactions above £400,000 fell 
slightly last year, they still represented 
an increase of almost 30% since the 
slump of 2009 and the current level 
of sales activity is now typical of a 
normally functioning market. Around 
2,200 prime transactions took place in 
Scotland in 2011, 4% more than the 
10-year average.

The improvement in prime market 
activity is in stark contrast to the 
Scottish mainstream market where 
transaction levels have barely risen 
(0.3%) since the housing market 
downturn.  

There is unlikely to be a significant 
shift within the mortgage market in 
the short to medium term, with cash 
buyers and the equity-rich playing a 
disproportionate role in the market, 
particularly with regard to higher value 
homes. We expect prime transaction 
levels to remain consistent over 
the course of the next two or three 
years, as long as current economic 
conditions prevail.

Despite a slight dip in prime 
transaction levels, Edinburgh continues 
to be the hub of prime market activity 
in Scotland with 33% of prime sales 
taking place within the capital last year. 
The thriving economic micro-climate 
of Aberdeenshire, boosted by its 
thriving oil and gas sectors, has put it 
in front of Greater Glasgow in terms of 
numbers of prime sales.

Stirlingshire bucked the trend, with 
the level of prime sales increasing by 
27%. Like the Borders and Fife, this 
location was particularly badly hit by 
the downturn and values took a longer 
time to readjust to current market 
conditions. The average price of these 

transactions fell from £567,000 to 
£521,000 and it would seem that more 
realistic prices have been the key to 
unlocking this previously challenged 
market. Meanwhile, East Lothian 
and Ayrshire saw an increase in the 
average price, and consequently the 
level of sales has reduced.

Million pound market 
The market for high value homes 
in Scotland remains challenging, 
although there were regional 
variations, including a surge within the 
Aberdeenshire and Ayrshire markets.

There was a slight fall in the number 
of residential property transactions 
at £1 million and above during 2011, 
compared to the previous year. 
However, since much of the activity 
took place towards the end of the year, 
a disproportionately high number of 
sales have not yet been registered. 

In line with normal trends, the 
majority of £1 million and above sales 
took place in Edinburgh, representing 
45% of such sales, although this 
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figure has fallen back slightly since 
the previous year. 

The greatest adjustment within this 
super prime market last year was 
in Aberdeenshire. There were 19 
sales at £1 million and above in the 
region during 2011, an increase of 
90% on the year before. While the  
first £2 million sale took place in 
Aberdeenshire in 2010, the following 
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year saw six sales over this figure, 
including the region’s first £3 million 
property transaction, despite a Home 
Report Valuation of only £2 million. This 
is further evidence of the location’s 
surging, oil-based micro-climate which 
is pushing both property prices and 
transaction levels upwards.

Following a barren couple of years 
within the £1 million market context, 
Ayrshire saw six sales in 2011, 
compared to only one in 2010 and two 
in 2009. The highest of these sales was 
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Year Transactions

2002 934

2003 1,217

2004 1,569

2005 1,869

2006 2,702

2007 3,905

2008 2,829

2009 1,709

2010 2,355

2011 2,206

Average 2,130

Area 2009  2010 2011

SCOTLAND 1,709 2,355 2,206

Edinburgh 524 770 717

Aberdeenshire 290 414 421

Greater Glasgow 355 451 418

Tayside 121 162 142

Fife 73 95 106

East Lothian 63 103 80

Ayrshire 52 68 61

Stirlingshire 53 48 61

Borders 41 49 53

Inverness-shire 26 35 38

Argyll 15 27 18

However, as a result Scotland is 
perceived as offering value for money, 
particularly as a second home location.  
Scotland’s relatively stable economy, 
its global reputation for education and 
the UK’s beneficial exchange rates are 
also cited by international buyers as 
reasons to buy property in Scotland.

Mortgage market
Accessibility to mortgage finance 
remains the biggest barrier facing the 
full recovery of Scotland’s housing 
market, and an underlying pent-up 
demand continues. The number of 
loans granted across Scotland fell by 
1%, from 11,800 during the fourth 
quarter of 2010 to 11,700 in the same 
period last year. However, during the 
middle of the last decade, the number 
of loans averaged around 26,000 per 
quarter across Scotland. 

This goes a long way to explaining 
today’s challenged housing market. 
Those who have a history of ownership, 
and have accumulated a significant 
equity stake, are benefiting from 
an ability to accelerate mortgage 
repayments at today’s low interest rates. 
On the other hand, first time buyers 
unable to raise cash deposits are being 
prevented from entering the market. 
Similarly, many home owners are unable 
to raise mortgage finance in order to 
trade up the housing ladder and are 
being left behind.

Bargany House near Girvan which 
sold for £1.9 million to buyers from 
Los Angeles.  

In 2010, 11% of properties which sold 
for under £1 million, were launched to 
the market over that figure. This rose 
to 20% the following year, evidence 
that buyers are looking for what they 
perceive to be a ‘deal’, with a further 
objective of stamp duty avoidance in  
a cost-conscious market.

International context
Savills analysis of the origin of buyers 
who bought £1 million and above 
properties last year reveals that 18% 
came from outside Scotland. This 
compares to 25% the previous year, 
and only 10% during 2009. Of the £1 
million and above Scottish property 
buyers last year, 8% came from south 
of the border, including 4% from 
London. The remaining 6% were 
overseas purchasers originating from 
as far afield as China and the USA. 

The traditional ripple effect of equity 
from London was less prevalent last 
year, with the Capital being seen as a 
relatively safe store for private wealth 
within an unsettled global context. As 
a result, the gap between London’s 
prime residential property values and 
those in regional hotspots was at a 
record high, with prime central London 
values rising by 14%, against a 4.7% 
fall across Scotland as a whole.  
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Equity rules 
The level of equity tied up in housing 
has rocketed in recent years, and 
housing has cemented its position as 
an unparalleled store of private wealth.  
Across the UK, an astounding 71% 
of housing is held as equity. Despite 
recent volatility, the past decade has 
seen the value of the UK’s housing 
stock rise to more than £4.3 trillion in 
2011 from just under £2 trillion in 2000. 
Outstanding mortgage debt stands at 
around £1.24 trillion, while equity (net 
wealth, invested in residential property) 
is around £3.1 trillion.

Across Scotland the value of housing 
increased from £127 billion to £302 
billion over the same period as values 
grew strongly in the latter part of the 
last housing cycle.

Oversupply
The year 2011 saw a continuation of 
high levels of prime properties being 
launched to the market, with a total 
of 1,503 properties above £400,000 
made available to buy across Scotland. 
This imbalance of supply and demand 
had the effect of suppressing values 
and they fell by 4.7% by the end of the 
year, according to Savills own prime 
market index. 

One of the consequences of current 
market conditions is that buyers 
of prime property have become 
increasingly discerning and value-
driven, with most expecting to secure 

The independence question
What impact will it have on market sentiment? 
Any type of uncertainty can affect 
residential markets and it will be 
interesting to see what impact the 
independence question will have on 
the Scottish property sector. While 
potential vendors are already asking 
how it might affect demand, the 
possibility of independence does not 
yet appear to be of material concern 
to buyers. However, independence 
may become a more pressing issue as 
the debate evolves and particularly in 
the run up to autumn 2014, the SNp’s 
preferred referendum date. 
 
Scotland is currently the most 
searched location on the International 
Savills website, after London and the 
South East. The overriding driver in 

the country house and estates and 
market is privacy and space, and 
neither of these factors would change 
with independence. In terms of the 
residential market, buyers move 
between and within cities for jobs  
and family reasons. 

The question really is not how will 
independence affect property prices, 
but how both the economy and 
future taxation policies might affect 
purchasers’ decision-making. Both 
of these are yet unknown quantities 
and at this early stage there has been 
little or no change in buyer sentiment. 
Scotland continues to be perceived 
as a relatively safe place to invest in 
residential property.

GRApH 2

Residential transactions in Scotland 
greater than or equal to £1 million 
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House purchase lending and residential transactions in Scotland
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Savills StockWatch Scotland Properties advertised at £400,000 
and above 
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n Fresh stock - number of prime properties newly launched on to the market in Scotland   
n  All prime stock - total number of prime properties available to purchase in Scotland

Residential transactions in Scotland
Number of loans for house purchase lending in Scotland
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The estates market
Lack of supply drives prices

a reduction on the asking price. 
Homes which are realistically priced 
and well presented to the market 
should continue to sell, but only those 
which are also in the best locations 
will achieve any sort of premium. This 
is reflected in the differences in prices 
being achieved for property which is 
best in class, compared to that which is 
broadly average for its type. 

Realistic pricing, pegged to today’s 
conditions and without reference to 
peak, will be required to get many 
markets moving. It may take two or 
three years for the current oversupply 
to work its way through the system. 
With sellers now accepting offers below 
asking prices, we expect prime values 
in Scotland to fall by a further 4.0% 
over the course of 2012, before gently 
recovering from 2013. We expect prices 
to increase further once the balance 
between supply and demand has 
been restored, against an improving 
economic outlook.

Price reductions
Of the total 1,503 prime properties 
launched on the market across 
Scotland at £400,000 and above 
during 2011, 16% had at least one 

price change. Indeed, many underwent 
multiple adjustments in an attempt to 
achieve a sale. The highest number 
of price changes was in Renfrewshire 
where 21% of properties were 
ultimately reduced in price. This is 
a clear symptom of a sluggish local 
market; indeed the number of house 
sales in the region dropped by 15% 
during 2011.

Death of Offers Over?
Agents operating within the Scottish 
prime markets are continuing to use 
the ‘Offers Over’ system as a tool 
to achieve the best possible price. 
However, it seems sellers are now 
recognising that guaranteed bidding 
wars and premiums far above the 
asking price are a thing of the past. 

At the peak of the market during 2007, 
83% of prime properties for sale in 
Edinburgh were launched at an ‘Offers 
Over’ price. This figure reduced by 
only 7% during 2011, demonstrating 
that it remains the pricing strategy 
of choice. Selling prices for prime 
property in sought after locations such 
as Stockbridge, Inverleith, Trinity in 
Edinburgh North and pollokshields and 
Newlands in Glasgow South achieved 
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Last year a total of around £80 million was paid for 
Scottish rural estates, significantly more than in 2010 
where the total price paid was around £64 million. Of 
the 20 estates that sold, one was bought for almost  
£20 million, one for just under £10 million, and the other  
18 sold for £5 million or less. 

Even in these more restrained times, there is no lack of 
cash buyers. Money spinning out of locations such as 
London, the USA, Hong Kong and Singapore continues 
to chase the privacy and seclusion which Scotland 
can offer. The market is not characterised by the time 
pressures of residential purchases and the life long 
ambition of owning land means demand is expected 
to persist, no matter what the health of the wider 
economy. A lack of supply is expected to continue to 
drive strong prices, especially for Highland acres, with 
the favourable exchange rate continuing to fuel interest 
from abroad. There was a marked increase in the 
number of foreigners viewing Scottish estates last year, 
and this may well translate to purchases this year. 

an average premium of 25% over 
the asking price in 2007. This figure 
reduced to 1% during 2011.

Time on the market
The huge selection of homes for 
buyers to choose from and their 
inability to raise mortgage finance have 
conspired to ensure homes take much 
longer to sell. At the peak of the market 
it took an average of 81 days to sell 
a house across Scotland’s cities. In 
February 2012 this rose to 231 days. 
Sellers are now being more realistic 
in their price expectations and we 
anticipate prime houses will sell much 
more quickly in 2012. n




