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UK HOUSE PRICE INFLATION STABILISING 

Berenberg Macro Flash 

 
June RICS house price net 

balance, July 

Actual 49 

Previous 52 

Consensus 51 

Berenberg 45 

 
House prices are still rising very rapidly, but the pace of increase is stabilising. The headline price balance in the 
RICS survey of estate agents slipped a little in July to 49, down from 52 in June. That still elevated reading suggests house 
price inflation continues to motor on at its recent pace of around 10% yoy. But the steady national picture masks a big 
swing at the regional level, with London house price inflation having come down from the stratosphere to close to sea level 
again. The London price balance peaked over 90 (the balance can vary between -100 and +100) and is now close to zero. 
Tougher mortgage rules introduced in April along with unilateral action by banks to rein in risky high loan-to-income mort-
gages seems to have hit London, where valuations are most stretched, while the rest of the country is shaking off the impact 
of those rules.  
 
Leading indicators stabilise. Estate agents price expectations steadied in July, with the survey balance remaining un-
changed at 25. Meanwhile the sales-to-stocks ratio, a measure of market tightness, rose again, reaching its highest level since 
April 2007. Those leading indicators both point to around 10% yoy house price inflation continuing over the next few 
months (see chart), but the risks of any further acceleration in price inflation have diminished as the shortage of supply on 
the market is gradually easing. New buyer enquiries were stable in July while new homes for sale coming onto the market 
rose. Again, that picture varies dramatically across the country. Buyer enquiries fell markedly in London, but rose in a major-
ity of regions. 
 
Short term wobbles, but long-term upward pressure. Tougher new mortgage rules and the prospect of rate hikes in the 
next few months have taken the edge off the housing market, particularly in London, cutting the upside risks to our house 
price forecast considerably. Nevertheless, beyond the near-term the fundamentals continue to signal strong house price 
inflation. The BoE reiterated yet again yesterday that interest rates are likely to remain low for quite some time yet. Along 
with feeble housebuilding, strong employment growth and the possibility of stronger wage gains next year, that should keep 
price inflation on-track for our forecast of 10% gains in 2014 and 2015. 
 

 
RICS price expectations and sales to stocks ratio mean-variance adjusted to house price inflation. House price inflation measured as the average of the Halifax 
and Nationwide house price indices. Source: RICS, Halifax, Nationwide 
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RICS house price index 

JUL JUN MAY APR MAR FEB 

49 52 56 55 58 47 

 
 

This message has been produced for information purposes for institutional investors or market professionals, it is not a 

financial analysis within the meaning of § 34b or § 31 of the German Securities Trading Act (Wertpapierhandelsgesetz), no 

investment advice or recommendation to buy financial instruments. The message does not claim completeness regarding the 

information on the developments referred to in it. On no account should it be regarded as a substitute for the recipient’s 

procuring information for himself or exercising his own judgements. The message may include certain descriptions, state-

ments, estimates, and conclusions underlining potential development based on assumptions, which may turn out to be 

incorrect. Berenberg and/or its employees accept no liability whatsoever for any direct or consequential loss or damages of 

any kind arising out of the use of this message or any part of its content. -- For full economics reports please visit our 

website or contact capitalmarkets@berenberg.de.  
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