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To carry out a property project successfully, you need to ask the right questions and know who to ask to get the right answers.

How we can help: FREE NEWSLETTER

Regular property market updates and expert commentary, delivered straight to
your inbax

Got a question about a property project? Just ask Kate Faulkner and her team!

Want to know what to do and when? Our FREE, expert property checklists will do that for you. .
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' - Average house prices in Scotland have risen by
more than a quarter since the start of the pandemic,
W h at h dsS bee i new figures reveal. Property values have soared by
about 27 per cent since March 2020 with both

h d p pe N ng 11 th e Edinburgh and Glasgow increasing at a much greater
rate than much of the rest of the country.
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Scottish house prices: Expert analysis on recent double-digit
growth

23rd January 2021



https://www.thetimes.co.uk/article/house-prices-in-scotland-up-27-since-pandemic-began-c6p2bf828#:~:text=Average%20house%20prices%20in%20Scotland,the%20rest%20of%20the%20country
https://www.thetimes.co.uk/article/house-prices-in-scotland-up-27-since-pandemic-began-c6p2bf828#:~:text=Average%20house%20prices%20in%20Scotland,the%20rest%20of%20the%20country

And for rents....

o= Rents are growing at the fastest rate in the cities of Edinburgh (16.3%),
Dundee (14.6%) and Glasgow (13.6%).

¥ Renters looking for new lets in areas neighbouring Edinburgh and Glasgow
are also seeing double-digit increases compared to August 2022.

® https://www.zoopla.co.uk/discover/property-news/rents-for-new-lets-rise-10-3-per-cent-over-the-last-year/



https://www.zoopla.co.uk/discover/property-news/rents-for-new-lets-rise-10-3-per-cent-over-the-last-year/

So what are you all doing here?
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https://www.lamborghini.com/en-en

https://flywith.virginatlantic.com/nl/en/stories/it-s-better-in-
the-bahamas.html



https://www.lamborghini.com/en-en
https://flywith.virginatlantic.com/nl/en/stories/it-s-better-in-the-bahamas.html
https://flywith.virginatlantic.com/nl/en/stories/it-s-better-in-the-bahamas.html

Even with price growth for
some, prices are only just
keeping up with inflation

Things aren’t

that
simple....

Property Prices - Average | Latest month's| Yearonyear | Annual | Annual average
Regions & Cities price data change in price| average increase since
in 2005 Aug 23/ in Aug 23/ increase | 2005 - as at Feb 20
Q223 Q223 since 2005| pre-pandemic

Scotland £93,982 £194,000 1.1% 4.1% 3.2%
England £158,572 £310,000 0.0% 3.8% 3.0%
Wales £123,815 £217,000 -0.1% 3.2% 2.0%
Northern Ireland (Q2) £111,920 £173,898 2.7% 2.5% 1.5%
Glasgow £96,182 £179,000 0.9% 3.5% 2.3%
Edinburgh £162,810 £336,000 0.9% 4.1% 3.6%
Aberdeen £86,233 £141,000 -4.6% 2.8% 3.4%




An absence of sustained real house price growth over 15-20 years savills

Property
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* https://propertychecklists.co.uk/articles/property-market-slowing-it-all-bad-news#Ci



https://propertychecklists.co.uk/articles/property-market-slowing-it-all-bad-news#Ci

Private rental price percentage change over 12 months for countries of

the UK, January 2012 to August 2023
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* https://www.ons.gov.uk/economy/inflationandpriceindices/bulletins/indexofprivatehousingrentalprices/august2023

Rents are rising — but typically below inflation



https://www.ons.gov.uk/economy/inflationandpriceindices/bulletins/indexofprivatehousingrentalprices/august2023
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* https://landregistry.data.gov.uk/app/ukhpi

Aberdeen — not looking great



https://landregistry.data.gov.uk/app/ukhpi

Average Rent Change Rent Change Rent Change

Beds Rent 1yr oyrs 10yrs
1 bed £527 10.7% 11.4% -16.2%
2 bed £757 9.7% 10.8% -18.1%
3 bed £1,108 11.8% 6.5% -16.2%
4 bed £1,610 0.7% 12.0% -19.9%

All £832 7.8% 11.7% -17.0%

e https://www.citylets.co.uk/research/reports/property-rental-report-aberdeen-2023-q3/

Rents even worse...depending on investment timings



https://www.citylets.co.uk/research/reports/property-rental-report-aberdeen-2023-q3/
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* https://landregistry.data.gov.uk/app/ukhpi

Edinburgh is looking a lot better!



https://landregistry.data.gov.uk/app/ukhpi

Average , RentChange , RentChange , RentChange ,

Rent 1yr ’ Syrs ¥ 10yrs

1 bed £999 15.1% 31.8% 76.5%
2 bed £1,362 17.4% 38.1% 83.6%
3 bed £1,917 12.7% 35.3% 80.5%
4 bed £2,729 15.5% 37.1% 82.3%
All £1,477 15.1% 35.9% 80.6%

https://www.citylets.co.uk/research/reports/property-rental-report-edinburgh-2023-g2/

Edinburgh is looking a lot better!



https://www.citylets.co.uk/research/reports/property-rental-report-edinburgh-2023-q2/




What will happen next: PPE
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—— Unemployment rate (aged 16 and over, seasonally adjusted): %

e https://www.ons.gov.uk/employmentandlabourmarket/peoplenotinwork/unemployment/timeseries/mgsx/Ims

Economics: Incredibly low unemployment



https://www.ons.gov.uk/employmentandlabourmarket/peoplenotinwork/unemployment/timeseries/mgsx/lms

Economics:
Inflation key

indicator

Figure 3: The UK’s medium-term inflation forecast
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Source: NIESR (NIGEM database, NIESR forecast and NiGEM stochastic forecasts)

The Summer 2023 NIESR forecast is for CPI inflation to fall to 5.2% by the end
of 2023 and be in the range of 2-4% by the first quarter of 2025

https://www.economicsobservatory.com/whats-happening-to-uk-inflation-and-interest-rates



https://www.economicsobservatory.com/whats-happening-to-uk-inflation-and-interest-rates
https://www.niesr.ac.uk/wp-content/uploads/2023/08/JC737-NIESR-Outlook-Summer-2023-UK-v10-AC.pdf
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Economics:
Base Rate forecasts
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alls: Capital Economics is forecasting the the bank rate will be cut to 3% by 20:


https://www.thisismoney.co.uk/money/mortgageshome/article-11885727/When-rates-start-fall-Base-rate-forecasts.html
https://www.thisismoney.co.uk/money/mortgageshome/article-11885727/When-rates-start-fall-Base-rate-forecasts.html
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Savills: Impact on owners

Over the next 18 months we estimate 1.9m fixed rate deals will end.

Case study of a two year fix at 1.29% moving to 5.44%

Potential additional cost of £4,433 per year

Takes the cost of their mortgage from 15% of income to 21%

That’s because

e Strict stress tests they went through when they first took on a mortgage prevented them from
maxing out on debt.

e Over the past two years, average earnings have risen by 13%
e They will have paid down their mortgage due to repayment
e Should have a better LTV due to being on a repayment mortgage / price rises

https://www.savills.co.uk/research articles/229130/348572-0



https://www.savills.co.uk/research_articles/229130/348572-0

Savills: Impact on owners

1. Coming off a 2 year fix; painful but not fatal

Average First Time Buyer who bought in 2021 & fixed for 2-years and remortgages on same basis (Including term length)

Property value (£) 255,857 274,721 18,864

Household income (£) 54,789 61,666 6,877

Mortgage Term (years)

Capital Repayment (£/pa) 5,907 3,047 -2,859

As a % of income 15.20% 20.70% 550%
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Fundamentals of property have changed

Buyers and sellers

Over 50% homeowners own outright

Large proportion owners have fixed mortgages

e Many pandemic buyers won’t remortgaging until 2024/5

1:2 buyers buy

¢ \With cash

® L TVs <50%

® 2014 buyers have owned via repayment mortgages

Levels of equity are better than previous recessions

Wage growth over the last 5 years

* 13% on average

FTBs are used to being assessed at 6-7% rates on repayment mortgages




Growth in house prices and disposable incomes over time

10% m Household incomes
9% m House prices
8%
7%
6%
5%
4%
3%
2%
1%
0%

% per annum compound

8.1% 8.7%

50 years (1973-2023) Pre GFC (1973-2007) Post GFC (2008-2023)
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* Mortgage delivers higher returns, but it makes investing more risky

e Cash isn’t likely to deliver the returns in the future due to lower capital growth

Investors dilemma: Mortgage or cash investment?







Property price and rental forecasts

* Property values in Scotland are expected to plunge by 15.7pc from
their peak last year until 2025 — Oxford Economics

e https://www.telegraph.co.uk/money/property/buying-selling /scotland-suffer-worst-house-price-slump-all-uk-nations

Property Price Forecasts

Savills

Knight Frank |Hamptons| JLL UKHPI | Savills | Knight Frank |Hamptons| JLL
2023 2023 2023 2023 | actuals | 2024 2024 2024 2024
Date of publication/source |(Nov 22)| (Jun22/Mar 23)| (Sep 23) |(Oct 22)|(Aug 23)|(Nov 22)| (Jun 22/Mar 23)| (Sep 23) |(Oct 22)
Scotland -9.0% 0.0% -0.5% -5.0% 1.1% 2.0% 2.0% -1.5% 1.0%
UK City Centres rental forecast
Rental growth (% pa) 2023 2024 2025 2026 2027 c"'“ﬁ“ “‘" pa
Edinburgh 10 5.0 35 25 35 16.4 31
_Elasg'ow 10 5.0 . 35 2.5 2.5 153 2.9

https://res.cloudinary.com/global-cms-assets-np/image/upload/v1667401050/resi/gb/Articles/PDFs/JLL UK Residential Forecasts Q4 2022.pdf



https://www.telegraph.co.uk/money/property/buying-selling/scotland-suffer-worst-house-price-slump-all-uk-nations
https://res.cloudinary.com/global-cms-assets-np/image/upload/v1667401050/resi/gb/Articles/PDFs/JLL_UK_Residential_Forecasts_Q4_2022.pdf




Political parties - what will happen next?

e Rent Reform Bill
e Already holding back on dropping S21 until the courts are reformed
e Withdrawn need for properties to be EPC rated ‘C’ for the near future
e They have dropped individual HMO rooms being assessed for council tax
e HMO providers for asylum seekers don’t have to meet licensing rules and regulations
e For two years

¢ Intend to strengthen tenants rights, but....

e Clive Betts who chairs the cross party select committee,
was supportive of landlords, for the first time!

e May end S21, but they may not be as ‘harsh’ as previously expected




SNP and housing policy

Deliver 110,000
affordable homes by

2032

70 per cent of
which will be for
social rent
and £538m of
that will be
available for
Glasgow

£60m available to
councils and
social landlords
to buy empty and
private sector
houses.

The Scottish

government will

issue its first

bond on capital

markets by 2026

¢ Raise money for
affordable housing
and other

infrastructure
projects

Paying young
people to move
to the Highlands

® Population is
declining and key
workers struggle to
access
accommodation.

https://www.snp.org/policies/pb-how-are-the-snp-reforming-the-private-rented-sector/ and

https://www.insidehousing.co.uk/insight/dispatches-from-the-snp-conference-2023-83560



https://www.insidehousing.co.uk/insight/dispatches-from-the-snp-conference-2023-83560
https://www.insidehousing.co.uk/insight/dispatches-from-the-snp-conference-2023-83560

SNP: new deal or disaster for tenants?

"Aims to ensure all tenants, whether living in private or social rented
homes, can access secure, stable, tenancies, with affordable choices -
whilst also benefiting from good quality of homes and professional
levels of service and rights.”

But:-

Implementing a national system of rent controls for the private rented
sector, whilst exploring what further action we can take to ensure rents
in the social rented sector are affordable by the end of 2025



Before government
interference:

Rents rose 2-3%

Private rental price percentage change over 12 months for countries of

the UK, January 2012 to August 2023
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https://www.ons.gov.uk/economy/inflationandpriceindices/bulletins/indexofprivatehousingrentalprices/august2023



https://www.ons.gov.uk/economy/inflationandpriceindices/bulletins/indexofprivatehousingrentalprices/august2023

What'’s the outlook for agents, landlords and investors?

For landlords and investors:-
* Depends on an individual property on an individual street
* How well you run your property portfolio or investment as a long-term business

For agents:-
* Depends on how well you research and manage the portfolio you have
e Services you provide to support your agents

Reality is:-
* It will be more difficult to fund and find property investment in the future

* For those that can ‘weather the political storm’, it will be worthwhile

But you really need to know what you are doing
* If you are new to investing, work with those that do know what they are doing!
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To carry out a property project successfully, you need to ask the right questions and know who to ask to get the right answers.

How we can help: FREE NEWSLETTER

Regular property market updates and expert commentary, delivered straight to
your inbax

Got a question about a property project? Just ask Kate Faulkner and her team!

Want to know what to do and when? Our FREE, expert property checklists will do that for you. .
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