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Sales pipeline 50% bigger than a year ago as demand slows to pre COVID levels

+3.0%  +50%  +18%

UK house price growth Size of sales pipeline Sales inventory versus
% year on year compared to a year ago this point last year

Executive summary

* UK house price growth hits two and a half year high.

+ Highdemand over the summer has created a sales pipeline that is 50%
bigger than a year ago. There are 140,000 more sales in the system than
usual creating operational pressure on lenders, valuers and conveyancers.

* The flow of new demand is starting to moderate, returning to pre COVID
levels although still >40% higher than a year ago.

* The supply of homes for sale is 18% higher than this time last year as buyers
list their homes for sale - up to 39% higher in London.

* The recession and rising unemployment is starting to impact activity in parts
of the market, primarily those in less wealthy demographics.
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3.0%

Annual UK house
price growth

Annual UK house price inflation +3.0%

High demand for housing in the summer is translating into higher house price
growth. The UK growth rate is +3.0%, up from +1.1% a year ago - the highest rate
for over 2 years (April 2018). At a region and country level, house price growth
ranges from +1.7% in the North East to +3.9% in Yorkshire and the Humber - see
map. At a city level Nottingham is registering growth of +5.1% followed by
Manchester (+4.6%) and Leeds (+4.5%).

We expect the headline rate of house price growth to continue to trend upwards
over the next 2-3 months towards +4% by the year end.

UK house price index summary, September 2020

3-month % year Average
change onyear price
Apr-2020 1.2% 2.5% £216,500
May-2020 1.1% 2.6% £217,100
Jun-2020 0.7% 2.2% £216,900
Jul-2020 0.8% 2.6% £218,200
Aug-2020 0.6% 2.5% £218,300
Sep-2020 1.3% 3.0% £219,800

Source: Zoopla House Price Index

Sales pipeline 50% bigger than this time last year

There are 50% more homes progressing through the system than this time last
year - we estimate there are 418,000 sales progressing to completion worth
£112bn. This is 140,000 more sales than usual at this time of year. This sizable
pipeline of business is a result of new sales agreed since June being 40-60% higher
than the same month in 2019. The volume of business trying to complete before
Christmas, and the end of 2021 Q1 is creating operational pressures on agents,
lenders, valuers and conveyancers.

New sales agreed versus same month in 2019 Zoopla
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2 5 /O Agree a sale by Christmas to complete in Q1

The time between agreeing a sale and completion averages just under 100 days
% of new sales agreed in Q1 over the last 3 years. The volume of business in the pipeline means this period is
that will complete in Q1 likely to increase which buyers need to factor into their decision making.

Most sales agreed in the final quarter of a calendar year will complete by the
end of the first quarter of the next under normal market conditions. However,
54% of sales agreed in January will complete by the end of the first quarter,
falling to less than a fifth in February.

Given these timelines, we expect committed ‘in market’ movers look to agree a
sale by Christmas with a view to completing by the end of Q1 2021, supporting
new sales volumes over the rest of this year.

Those buyers that leave it late to January will need to be well prepared and if
they have a house to sell, they should find an agent well before Christmas and
instruct a conveyancer to get as much paperwork together as possible to boost
the chances of a sale.

% sales agreed that normally complete by end March Zoopla
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How much is the stamp duty holiday deadline driving demand?

Many businesses are focused on how the stamp duty deadline may impact
business volumes over the first half of next year. With just 25% of sales agreed
in Q1 completing in Q1 this implies that buyers who are primarily motivated by
savings on the stamp duty holiday will be fewer in numbers after January 2021
impacting housing demand ahead of the stamp duty holiday ending.

Stamp duty changes always distort market volumes to some degree and the
scale will depend upon how much buyer activity is driven by the change. We
believe that the ‘once in a lifetime re-evaluation of housing’, in response to
COVID, has been a greater underlying driver of demand with stamp duty
savings more of an ‘added bonus’ from completing a sale before next April.

In our view, the latent demand for housing that has been unlocked by COVID,
especially amongst older homeowners, has the potential to run into 2021.
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+18%

Current sales inventory per
agent compared to October
2019

Rebound in sale volumes greatest in southern regions

Since the start of 2020, total new sales agreed are 3% ahead of the same point
last year. This is despite the lockdown and temporary closure of the housing
market over the Spring.

Sales volumes are greater than this time last year across southern regions led
by the South East, London and the East of England where transactions have
rebounded off a lower base. In contrast, Wales and Scotland had a longer
market closure than England and year to date sales still lag last year.

Sales agreed year to date and inventory v 2019 Zoopla
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Levels of demand moderating off a high base

Sales volumes lag demand which continues to moderate. This is to be expected
given 1) the sheer scale of new buyer interest over the summer and 2) what is
typically the start of a slower period for new buyers entering the market. New
buyer enquiries over the last two weeks have slowed to pre COVID levels but
remain 46% higher than a year ago.

Sales inventory 18% higher than a year ago

More buyers in the market means an increase in the supply of homes for sale.
Levels of sales inventory are currently 18% higher than a year ago across
Britain. The growth in supply compared to last year is below average in
northern regions where market conditions remained stronger over 2019 with
decent levels of stock availability.

In London, available inventory is currently 39% higher than a year ago as
stronger market conditions bring more sellers into the market after a
prolonged period of weaker sales volumes and price falls over 2018-2019.

More supply brings greater choice for buyers and will act to keep house price
growth in check. Much of this supply is also at higher average sales prices than a
year ago creating something of a risk to future sales volumes should demand
weaken materially in the first half of 2021.
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19%

Increase in share of sales
agreed since September in
areas with wealthier
demographics

Headline measures mask increasingly polarised market

While national measures of housing market activity point to strong market
conditions, the picture is far from uniform across the country. The housing
market is not immune from economic pressures resulting from COVID. The
recession and rising unemployment is impacting parts of the housing market,
but this is being masked by strong market conditions in other areas.

An analysis of where new sales have been agreed over the last 2 months cut by
the demographic profile of households in the local market (using CACl’s
ACORN profiling system) shows a clear shift. Growing economic uncertainty
and reduced credit availability mean a relative decline in the share of new sales
being recorded in less wealthy demographics where households are more
sensitive to changes in the economic outlook and the availability, pricing and
terms for credit. In contrast we have seen an increase in new sales in areas with
wealthier demographics where home-owners have been less directly impacted
by the recession so far.

More sales agreed in wealtheir demographics this autumn  Zoopla
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Source: Zoopla Research/CACI Change in mix of sales over Sept/Oct 2020 v 5 year ave.

This changing mix of sales mirrors the trends immediately after the global
financial crisis with more movement amongst existing owners with larger
homes. There is also a correlation with more sales and movement amongst
households in southern England. We believe this polarisation in market activity
is likely to become more apparent by mid-2021, after the post lockdown rush
has worked its way through the system.

Strong end to the year but uncertainty over 2021 outlook

Levels of housing market activity are slowly becoming less frantic as we
approach the year end. There is a sizable pipeline of business for the industry to
convert into completed sales and fee income. The stamp duty deadline will
focus the minds of committed movers in the near term and make for a strong
first quarter of sales completions in 2021. The outlook for the remainder of
2021 is less certain and we consider the outlook for the year ahead in more
detail in next month’s index report.
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House Price Index - Country, region and city summary

Note: The Zoopla house price index is 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.

zoopla Annual % change
City in house price
September Index 2020
(Published October 2020) 1. Nottingham 5.1% A
Source: Zoopla House Price Index 2. Manchester 4.6%
3. Leeds 4.5%
N Annual % change in house price 4. Liverpool 3.8% ™
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Zoopla UK house price index - September 2020

Average %yoy %yoy Monthly Annual
price Sep-20 Sep-19

UK £219,800 3.0% 1.1%
20cityindex = £255,000 29% 1.3%

Nottingham £159,800 5.1% 2.8%
Manchester £175,700 4.6% 3.5%

Leeds £171,400 4.5% 2.6%
Liverpool £124,000 3.8% 3.0%
Edinburgh £230,300 3.6% 3.0%
Leicester £184,600 3.6% 4.2%
Cardiff £209,600 3.5% 2.6%
Birmingham £169,000 3.3% 2.7%
Sheffield £140,100 3.3% 2.1%
Belfast £137,800 3.0% 2.3%
Bristol £281,400 2.9% 1.7%
Portsmouth £236,800 2.8% 0.5%
London £476,800 2.4% 0.0%
Newcastle £127,400 2.0% 0.6%
Glasgow £119,300 1.8% 2.7%

Southampton £226,300 1.6% -0.2%
Bournemouth  £290,600 1.6% 0.8%
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Oxford £400,900 1.5% -1.1%
Cambridge £415,000 0.9%  0.3%
Aberdeen £143,900 -0.9% -5.5%

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

Contact If you have any questions about our research please do get in touch.
Richard Donnell David Ross
Director of Research & Insight Managing Director, Hometrack
richard.donnell@zoopla.co.uk dross@hometrack.com
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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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