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UK: HOUSE PRICES SHAKE OFF TOUGHER RULES 

Berenberg Macro Flash 
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Previous -0.6% 
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Berenberg 0.8% 

 
Far from slowing, house price inflation may even be accelerating. The Halifax this morning reported a 1.4% mom rise 
in house prices in July, taking prices up 3.5% in the three months to July. House price indices are extremely volatile, so it 
pays to smooth through the monthly changes and take an average of the major two indices – the Halifax and Nationwide. 
The average of those two indices rose 2.9% in the three months to July, up from 2.4% in the three months to June. The 
housing market is shaking off new mortgage rules. We look for house prices to gain 10% in 2014 and 2015. 
 
There could be some wobbles still to come. Tougher new mortgage rules have disrupted the mortgage market, but those 
rules are more like a speed bump than a road block – an administrative headache for banks rather than a cause of serious 
credit tightening. The signs are that the disruption will be temporary, with mortgage approvals for house purchase rising 8% 
in June. Housing market surveys have come off their highs, but signal price inflation stabilising around 10% yoy. That being 
said, house prices tend to lag sales activity by three to six months, so the effect of the disruption earlier this year may still 
feed through. Moreover, those new rules are likely to be a much bigger deal for London than the rest of the country given 
stretched valuations in the capital. Next week’s RICS survey will give a clearer picture on the outlook. But fundamentally, a 
shortage of houses and very low mortgage interest rates are likely to keep house prices rising rapidly over the next few years. 
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