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Executive summary

* UK house price inflation slows to -0.5% on rising sales volumes

* All measures of activity higher with sales agreed up 15%

« A fifth more homes for sale than last year as sellers return

» Seven regions with positive annual price inflation, price falls in five

* There is a 3-tier housing market split between southern England,
London and the rest of the UK defined by affordability

« Activity boosted by falling mortgage rates which are plateauing
*  We expect more sales in 2024 rather than faster price growth

*  Sales momentum has been recovering for 5 months and we are on
track for 10% more sales (1.1m) in 2024 than last year
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mortgage rates and
cost of living pressures.
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Sales market activity continues to improve

All measures of sales market activity continue to improve as pent-
2 1 O/ up demand returns to the housing market. Buyer demand is 11%
= ® (o] higher than a year ago. A better indicator of market health is sales
Al pries s ien agreed which are 15% higher than a year ago - evidence of greater
across the Eastern buyer confidence and more realism on pricing by sellers. The North
region East (+17%) and London (+16%) have led the rebound in sales.

Growing confidence amongst sellers is boosting the number of
homes for sale, which are 21% higher than a year ago. More supply
is increasing choice for would-be buyers and supporting sales.

While increased activity levels are welcome news, it’s important to
note that a small proportion of sellers continue to reduce asking
prices to attract buyer interest. Asking price reductions are lower
than a year ago but remain above average, evidence of continued
price sensitivity amongst buyers. Asking price reductions of 5% or
more are greatest in the South East and East of England.
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Rate of house price falls slow on rising sales

The average estate agent is agreeing 6 new sales a month, up from
5.2 a year ago. This is evidence that house prices don’t need to fall
to support growing sales volumes. This is feeding through into our
UK house price index, which continues to record a slowdown in the
rate price falls. Annual house price inflation is currently -0.5%, up
from the recent low of -1.4% recorded in October 2023. The average
UK house price is 1.5% below the peak of £268,000 in October 2022.

Slowing price falls is a trend being recorded across all regions and
countries of the UK. Five southern English regions are registering
annual price falls of up to -2.1%, led by the East of England. House
price inflation has moved into positive territory in the remaining 4
regions of England in addition to Wales, Scotland and Northern
Ireland, where annual price inflation is 4.3%.
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House prices in
southern England

vs the UK average

A three-speed housing market

Higher mortgage rates and cost of living pressures have driven a rapid
slowdown in the rate of house price inflation over the Last 18 months.
There are some notable variations in price inflation across the country
which are primarily explained by the relative affordability of housing.

Current housing trends fall into one of three groups.

1) Southern England regions - covering East of England, South East
and South West regions, these areas have registered the largest
annual price falls. Rising mortgage rates and reduced household
buying power have hit higher-priced markets harder than more
affordable markets. Average home prices are £344,000 in these
areas, 30% above the UK average. The pace of price falls is starting to
moderate in Southern England, but it’s lagging other areas of the UK.

2) London - we see London differently to the rest of southern England.
While it is the most expensive housing market, with an average price of
£534,000. almost 2x the UK average. However, weak house price
inflation over the last seven years has improved affordability and
opening the market up to more potential buyers than before.

The rebound in demand and low growth in the supply of homes for
sale (just 7% in London vs 21% for the UK) explains why house price
inflation is rebounding quicker than the southern England regions.

3) Rest of the UK - while house price growth has slowed rapidly over
the last 12 months, annual price falls have been very limited across
the rest of the UK where average house prices are 28% below the UK
level. This explains why the impact on buying power from higher
mortgage rates outside Southern England has been less pronounced.

Our index shows Scottish house prices remaining in positive territory
over the whole of the last year. Northern regions of England, the West
Midlands and Wales are registering firmer pricing in response to rising
sales agreed and better levels of housing affordability.
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Expectation for
mortgage rates
over 2024

Mortgage rates fall but remain above 4%

Falling mortgage rates have been an important catalyst for improving
market sentiment and increased levels of housing market activity in
recent weeks. Faster earnings growth and rising incomes are also
starting to offset the impact of higher borrowing costs, albeit slowly.

Mortgage rates have fallen back to where they were a year ago. This
recent decline is likely to plateau at the current levels. Lenders have
been pulling mortgage deals below 4% as the cost of finance used to
fund mortgages has increased modestly in recent weeks.

Buyers should anticipate 4-5% mortgage rates over much of 2024, Our
consistently held view is that 5% mortgage rates are the tipping point
for annual house price falls. Mortgage rates over 6% for a sustained
period would lead to larger double-digit price falls. Mortgage rates in
the 4-5% range are consistent with flat to low single digit price rises.

Mortgage rates fall and set to remain between 4-5%
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Source: Bank of England, Zoopla estimate for Feb 2024 5-year fixed rate for new business at 75% LTV

The outlook - sales more likely to rise than house prices

There is clear demand from homeowners and first-time buyers looking
to move and buy their first home in 2024. This is going to support
higher sales volumes, but we don’t expect higher house price growth.

The reality is that the housing market is still adjusting to higher
mortgage rates and the impact of reduced buying power, the impact
of which has varied across the country. Sellers need to remain realistic
on pricing and celebrate the fact that their home is likely to attract
more buyer interest, increasing the chances of a agreeing a sale.
Mortgage rates could move a little lower over the year, but this hinges
on the timing of future base rate cuts, which may come later this year.

Sales market momentum has been building over the last five months.
We believe that the market is on track for 10% more sales in 2024 than
last year, set to total 1.Im. More supply is boosting the potential for
growth in sales. It is important, however, that sellers don’t start
expecting more for their homes.
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House Price Index - Country, region and city summary

Note: The Zoopla house price index is a repeat sales-based price index, using sold prices, mortgage
valuations and data for agreed sales. The index uses more input data than any other and is
designed to accurately track the change in pricing for UK housing.
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Annual % change

January 2024 Index s in house price
(Published February 2024)

1 Belfast 4.5%

Source: Zoopla House Price Index 3 Gsgow _
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4 Liverpool 11%

5 Manchester 0.8%

6 Leeds 0.8%

7 Newcastle 0.8%

8 Sheffield 0.7%

9 Birmingham 0.2%

10 Cardiff 0.1%

9 11 Oxford 0.0%

Scotland 2.2% N\ 12 Nottingham -0.6%

13 Leicester -11%

14 Cambridge -1.2%

15 Bristol -1.2%

9 9 16 Aberdeen -1.3%

17 Portsmouth -2.0%

18 Bournemouth -2.2%

19 Southampton -2.5%

Northern Ireland 4.3% N\ v

v North East 0.6% N United Kingdom -0.5%

North West 07% /N
% Yorkshire and Humber 0.3% N
Q East Midlands -0.8% Vv
West Midlands 0.3% N 9 9

9 East of England -21% vV
Wales 0.3% @ 9 v
London -0.8% Vv
- o,
South West AT7% South East 1.9% Vv
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ZOOPLG House Price Average %YoY  %YoY Monthly Annual

Index, Cltg summary, price Jan-24 Jan-23 trend trend

January 2024 ) .
United Kingdom £263,600 -0.5% 50% —=— [

Source: Zoopla House 20 City Composite ~ £303,700 -0.3%  44% —— —__  mee

Price Index. Sparklines
Belfast £169,700  4.5% 19% ol .l

show last 12 months

trend in annual and Glasgow £148,500 2.4% 31% Mllle — o .

monthly growth rates - Edinburgh £270,900 1.4% 31% e _ _ - .

red bars are a negative Liverpool £156,700 11%  6.3% = =

value - each series has Manchester £223000 0.8%  6.4% e _ - Blma

Its O‘f’; axis settings Leeds £207,200  0.8%  57% e Bome

providing a more

J ) i Newcastle £152,400 0.8%  58% -—mwm=_  Elea.

granular view on price

development. Sheffield £171,700  0.7% 61% m=———— Hom.
Birmingham £207,700 02%  6.8% _—-- - B
Cardiff £252,700 0.1% 58% w—=  — - M=
Oxford £446,700 0.0% 21% B —
Nottingham £200,900 -0.6%  7.8% A= o—oe Ema
London £534,600 -0.8% 2.0% - = - —————
Leicester £226,600  -11%  6.8% = - Bae ___
Bristol 9335,900 -1.2% 56% m = —m—— L ———
Cambridge £468,100 -1.2% 31% == e ———m—
Aberdeen £136,700 -1.3% -2.4% J""l-“ ——
Portsmouth £278,600 -2.0% 6.1%  m—— L
Bournemouth £328,500 -2.2% 51% mrm—— e —
Southampton £255,100 -2.5% B57% ——
Source: Zoopla House Price Index. Sparklines show Last 12 months trend in annual
and monthly growth rates - red bars are a negative value — each series has its own
axis settings providing a more granular view on price development.
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Recent publications Sign up for all the latest research from Zoopla at
advantage.zpg.co.uk
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Report are employed to ensure its accuracy. However, no reliance should be placed on the information

The information and data in this report was correct at the time of publishing and high standards

Dec 2023 contained in this report and Zoopla Ltd and its group companies make no representation or
warranty of any kind regarding the content of this article and accept no responsibility or liability
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for any decisions made by the reader based on the information and/or data shown here.
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