ZOOqu Research and Insight

December 2024

UK House Price
INndex

G

~N

+1.9% 3.6% +2.5%

Annual UK house Gap between asking price Projection for annual
price inflation and achieved sale price UK house price
inflation over 2025

Executive summary
* There has been a sustained recovery in housing sales over 2024

* Largest pipeline of sales working to completion for 4 years-
283,000 sales worth £104bn, up 30% on a year ago

» Affordability pressures are keeping price inflation in check
* UK house price inflation at +1.9% compared to -1.2% a year ago

* Buyers have become more price-sensitive in Q4 2024, paying less
of the asking price in the wake of the Autumn Budget

* North-South divide in house price growth to remain over 2025
*  We predict a continued recovery in sales volumes to 1.15m in
2025, with modest house price inflation of 2.5%
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Value of homes in the
sales pipeline
compared to last year

1 Comparing 4 weeks to 14 December 2024
with same period in 2023

2 Based on homes marked as sold STC on
Zoopla

Strong year for sales volumes but prices remain muted

Buyers and sellers returned to the housing market in larger numbers
over 2024, having delayed moving decisions in the face of higher
mortgage rates. More homes for sale and lower mortgage rates has
driven a sustained growth in new sales over 2024, with the end of year
sales pipeline at its highest for 4 years.

This is positive for the number of home moves, but it is not resulting in
faster house price inflation, as affordability remains a constraint on
buying power.

Our data shows buyers have become more price-sensitive in the final
months of year due to growing uncertainty over the outlook for
mortgage rates in 2025 and concerns over the wider impacts of the
Budget. It will remain a buyer’'s market in 2025, but we expect there to
be sufficient house price inflation to support more home moves.

Largest sales pipeline for 4 years

Committed sellers and buyers have continued to agree new deals
ahead of stamp duty changes in April 2025, but the window to
complete a sale by 31 March 2025 will now be unachievable for most
buyers. Sales agreed in the last 4 weeks! are 23% higher than last year.

It’s been a stronger year for new sales, thanks to a higher volume of
homes being listed for sale, boosting buyer choice. The average estate
agent has agreed 6.1 sales per month over the first 11 months of 20242,
the highest level since the pandemic boom in 2021.

There is a sizable pipeline of deals that have been agreed and are
working their way to completion in the first half of 2025. We estimate
this pipeline to comprise of 283,000 homes worth £104bn. This is 27%
higher than a year ago by number, and 30% more by value. It’s the
biggest end of year sales pipeline since December 2020 (£112bn).

Estate agents sold over 6 homes per month in 2024
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Source: Zoopla Research January to November monthly averages, based on homes marked as sold STC on Zoopla
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(December 2024)

3 December 2024 to date average vs June-
August 2024 average

House price inflation increases across all markets

More sales have helped house prices to return to growth in 2024.
Annual price inflation was 1.9% in the 12 months to November 2024,
compared to -1.2% a year ago. The average house price is £267,500.

The South East (0.7%), Eastern (0.8%) and South West (0.9%) regions
are recording the lowest levels of price inflation. House prices are
rising fastest and rebounding off a low base in Northern Ireland (6.5%).
The next highest growth rates are in the North West region (3.5%),
followed by the North East (2.8%), Scotland and Wales (2.6%).

Gap between asking and agreed sale price increases in Q4 2024
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Source: Zoopla Research analysis of Hometrack data Monthly averages, December 2024 is based on first 2 weeks

Buyers became more price-sensitive in Q4 202

A leading indicator for house price inflation is the size of the gap
between the asking price and the agreed sale price. The smaller the
gap, the faster prices rise, while the larger the gap the slower prices
rise (with the risk of price falls above a certain level).

The pre-pandemic (2018-2019) average sale was agreed at 4% below
the asking price and annual house price growth averaged 2% a year.
Over the pandemic boom, demand greatly exceeded supply and
buyers had to pay 100% of the asking price or higher to secure a sale.
UK house price inflation peaked at 10% in April 2022 as a result.

A buyer’s market returned over late 2022 and 2023 as mortgage rates
spiked up to 5-6%. The gap between asking and sale prices peaked at
4.6% in late 2023, resulting in modest price falls. Market conditions
improved over the first half of 2024 and buyers were willing to pay
more of the asking price, resulting in a return to house price growth.

Buyers have become more price-sensitive in recent weeks in the wake
of the Autumn Budget and amid growing uncertainty over the outlook
for mortgage rates, which have drifted higher. Buyers are currently
paying 3.6% below the asking price, compared to 3.2% over the
summers, however, it remains a buyer’'s market. We expect a greater
choice of homes for sale and price-sensitive buyers to continue to
keep UK price inflation in check over 2025.
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North-South divide to remain over 2025

We expect UK house prices to increase by 2.5% over 2025, with an
+ 8 3 o/o ongoing North-South divide resulting in lower price inflation across
southern England* and faster elsewhere. This is down to the relative
Average London affordability of housing across the country and how much house
house price inflation prices have risen relative to household incomes.
since 2010

House prices started to recover from 2010 onwards after the downturn
of 2008/09. House prices in London have risen by 83% since 2010,
followed by 70% across southern regions of England, 66% across the
Midlands and 56% in Wales.

At the other end of the spectrum, some area have recorded more
modest price increases compared to 2010. Average house prices are
just 19% higher in Northern Ireland, 30% higher in Scotland and 41%
higher in northern regions of England.

Household incomes have grown by 58% since 2010, meaning there is
headroom for house prices to rise in regions where prices have lagged
behind income growth and less room for growth in higher-value
markets. This is already being reflected in the profile of house price
inflation across the UK, and we expect it to continue over 2025.

House price inflation from 2010 varies widely from +20% to +83%

© 200  __
é London
Zg 180 — Southern England 83%
g — Midlands 70%
2 160 oe%
3 — Wales 56%
Ne)
£ q40 | — Scotland
(0]
& — N Ireland 30%
Q
@ 120 19%
S
2
100 =
80
60
2010 2012 2014 2016 2018 2020 2022 2024
Source: Zoopla House Price Index House price index by aggregated region, Nov-10 to Nov-24
Outlook for 2025

The outlook for the housing market in 2025 will be dictated by the
strength of the economy and labour market as well as the trajectory
for mortgage rates, all set within the context of housing affordability.

We believe mortgage rates are set to remain at current levels and
buyers are likely to remain price-sensitive in the face of increased
uncertainty over the economy and the impact of the Autumn Budget
on the jobs market. UK house prices are expected to increase by 2.5%
in 2025. However, the desire to move home remains driven by life stage
and personal circumstances. We expect 1.15m housing sales to take

4 Southern England includes London, the

South-East, Eastern and South-West regions place over the year in 2025, up from 1.1m in 2024
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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.

November 2024 Index

(Published December 2024) ci Annual % change
ity in house price

Source: Zoopla House Price Index
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Zoopla House Price
Index, city summary,
November 2024

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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price Nov-24 Nov-23 trend trend

United Kingdom £267,500 1.9% -1.2% T —
20 City Composite £307,800 1.8% -0.8% o e
Belfast £181200 69%  2.4% ... il
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London £535,000 1.4% -2.0% B
Bournemouth £328500 1.3% -3.1% m ==
Southampton £258100 11% -1.6% —_— e e
Cambridge £471,400 1.0% -1.9% - - -
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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.

Richard Donnell Izabella Lubowiecka

Executive Director - Research Senior Property Researcher
richard.donnell@zoopla.co.uk

Sign up for all the latest research from Zoopla at
advantage.zpg.co.uk

The information and data in this report was correct at the time of publishing and high standards
are employed to ensure its accuracy. However, no reliance should be placed on the information
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
for any decisions made by the reader based on the information and/or data shown here.
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