Residential Property Outlook

Lucian Cook, Head of UK Residential Research
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6 Key Knowns

Graph Source: RICS, Nationwide
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Brexit uncertainty will make buyers cautious
In the short term
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Table source: Savills using Bank of England, Oxford Economics

OF 2012 2017

Base Rate 0.50% 0.25%

Mortgage 3.50% 2.00%

Interest rate rises & stress testing will put
a squeeze on borrowing
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Chart source: UK Finance

m Buy to Let Mortgages for House Purchase
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Further pressure on mortgaged buy to let
from tax & regulation
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Figure source: UK Finance, Nationwide
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Figure source: UK Finance, Nationwide

+70% | £91 329

3.4 x GB average

+66%
£99’753 above UK

average
3.9 x GB average

London is left looking stretched
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The North has previously performed
strongly late in the cycle
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Map source: Glenigan, DCLG

shortfall in areas of
highest need

We are not building enough houses of the
right type in the right places




UK Mainstream Forecasts savills

Source: Savills using Oxford Economics

2018
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i % Brexit uncertainty cools the market

W g W

% Baserate min 0.50% | CPI1.9% | Real GDP growth 1.5%

K 1 Interest rates still low | | Low transactions

2019

L 2.8 4

i * Transition agreement
g
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% Base rate min 0.75% | CPI1.7% | Real GDP growth 1.6%

;f T Some confidence returns | | Mortgage interest rates start to rise



2020

L 2.84
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Progress towards a Free Trade Agreement continues
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O% Baseratec.1.00% | CPI1.9% | Real GDP growth 2.1%

)
. 1 EU transition deal confidence boost | | Buy to let mortgage interest tax relief withdrawn

2021
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The UK formally leaves the EU
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% Baserate c.1.75% | CPI1.8% | Real GDP growth 2.3%

% 1 Continued transaction growth | | Mortgage affordability constrained

2022
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First full year outside the EU

*

L % ¢

% Baserate 2.25% | CPI1.9% | Real GDP growth 2.4%

© T Economy back to strong real terms growth | | General election brings fresh uncertainty



UK Mainstream House Price Growth

Source: Nationwide (to Sept 2017), Savills

+28% Next five years
Last 5 years + 1 4%
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Transactions

UK Housing Transactions
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Chart source: HMRC

2017
1,195,000

2018 savills
1,135,000

2019
1,155,000

2021
1,195,000

2022
1,210,000
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1992 — 2002 average

579,000

2002-2007 average
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Current

75,000 MORTGAGED savills
BUY TO LET

2002

85,000

2007

183,000

2022 forecast

55,000
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2022 forecast

. 425,000

Source: Savills
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Shift in rhetoric

200,000 — 300,000
More tenures
Not just Help to Buy

We need more |land

Green belt review?

(7

Pressure to
accelerate

Standardised need &
streamlined planning

Holding developers to
account

Increased funding &
guarantees
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New developers in the
market

Small and medium
housebuilders

Housing Associations
Councils

Build to Rent
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Thank you

This presentation is for general informative purposes only. It may not be published, reproduced or quoted in part or in whole, nor may it be used as a basis for any contract, prospectus,
agreement or other document without prior consent. While all effort has been made to ensure its accuracy, Savills accepts no liability whatsoever for any direct or consequential loss arising
from its use. The content is strictly copyright and reproduction of the whole or part of it in any form is prohibited without written permission from Savills Research.
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