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Annual pace of house price growth moderates in April

e House prices increased by 0.2% in April
e Annual house price growth slows to 4.9%
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* Seasonally adjusted figure (note that monthly % changes are
revised when seasonal adjustment factors are re-estimated)

Commenting on the figures, Robert Gardner,
Nationwide's Chief Economist, said:

“While UK house prices edged up 0.2% during the month of
April, the annual rate of house price growth moderated to
4.9% from 5.7% in March.

“This slowdown returns the annual pace of house price
growth to the fairly narrow range between 3% and 5% that
had been prevailing since the summer of 2015.

“It may be that the surge in house purchase activity resulting
from the increase in stamp duty on second homes from 1
April provided a temporary boost to prices in March.

“However, it is possible that the recent pattern of strong
employment growth, rising real earnings, low borrowing
costs and constrained supply will tilt the demand/supply
balance in favour of sellers and exert upward pressure on
price growth once again in the quarters ahead.

Recent surge in housing market activity driven
by tax changes

“There was a surge in the number of residential property
transactions in March (which includes mortgaged and cash
purchases) ahead of the introduction of the additional stamp
duty levy on second properties from 1April 2016.

“There were 165,400 transactions in March, an all-time high,
some c11% higher than the previous peak of 149,000
recorded in January 2007 (see chart on right).
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“Estimates from the Council of Mortgage Lenders suggests
that mortgage lending also rose sharply, to almost £26bn in
March, up 43% from the £18bn recorded in February. If
confirmed by Bank of England data later this week, this
would suggest a strong outcome, up nearly 60% year-on-
year and also well above recent highs of c£22bn per month
recorded in early 2015, though still well below the all-time
high of £34.9bn recorded in June 2007.

“The increase in mortgage lending is likely to have been
driven by a sharp increase in Buy to Let (BTL) investors
bringing forward their purchases before the stamp duty
changes took effect. BTL has accounted for an unusually
high share of lending in recent months, at c19% of lending in
the three months to February, but the strength of activity
suggests its share could surpass 25% in March.

“Viewing the transactions and mortgage lending data
together suggests that, while BTL lending is likely to have
risen strongly in March, a large proportion of the boost to
house purchase activity came from cash buyers.

“Cash purchasers have become a more significant part of the
market since the financial crisis, accounting for around c35%
of all transactions since 2008 (compared with around 25%
in 2006/7). Cash investors would have also been better
placed to buy properties in the relatively short period of time
between the stamp duty announcement at the November
Autumn Statement and the implementation on 1 April.
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“House purchase activity is likely to fall in the months ahead Monthly UK House Price Statistics

given the number of purchasers that brought forward
transactions. The recovery thereafter may also be fairly

gradual, especially in the BTL sector, where a wealth of other Monthly % | 3 Month on | Annual % | Average
policy changes, such as the reduction in tax relief for Change 03 Month Price
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Charts

Annual percentage change in UK house prices
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Indices and average prices are produced using Nationwide's
updated mix adjusted House Price Methodology, which was
introduced with effect from the first quarter of 1995. The data
is drawn from Nationwide’s house purchase mortgage lending
at the post survey approvals stage. Price indices are
seasonally adjusted using the US Bureau of the Census X12
method. Currently the calculations are based on a monthly
data series starting from January 1991.  Figures are
recalculated each month which may result in revisions to
historical data.

More information on the house price index methodology along
with time series data and archives of housing research can be
found at http://www.nationwide.co.uk/about/house-price-
index/

Historical figures including index levels can be viewed using
the following link: http://www.nationwide.co.uk/about/house-
price-index/download-data

Photographs of our economist are available at:
http://www.nationwide.co.uk/about/media-centre-and-
specialist-areas/media-centre/photo-library

Legal Information

The Nationwide House Price Indices are prepared from
information that we believe is collated with care, but no
representation is made as to their accuracy or completeness.
We reserve the right to vary our methodology and to edit or
discontinue the indices at any time, for regulatory or other
reasons.

Persons seeking to place reliance on the Indices for any
purpose whatsoever do so at their own risk and should be
aware that various factors, including external factors beyond
Nationwide Building Society’s control might necessitate
material changes to the Indices.

The Nationwide House Price Indices may not be used for
commercial purposes including as a reference for: 1)
determining the interest payable, or other sums due, under
loan agreements or other contracts relating to investments 2)
determining the price at which investments may be bought or
sold or the value of investments or 3) measuring the
performance of investments.

Nationwide Building Society is the owner of the trade mark
“Nationwide” and all copyright and other rights in the
Nationwide House Price Indices.

The application of the 10SCO Principles on financial
benchmarks to the NHPI is more fully set out in our statement
regarding 10SCO Principles. Nationwide considers that its
arrangements for administration of the NHPI comply with the
10SCO Principles in a proportionate manner having regard to
the nature of the index.
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