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Sharp slowdown in annual house price growth in October

e Annual UK house price growth slowed to 7.2% in
October, from 9.5% in September

e Prices fall 0.9% month-on-month - the first
monthly decline since July 2021
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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:

“October saw a sharp slowdown in annual house price
growth, to 7.2% from 9.5% in September. Prices fell by 0.9%
month-on-month, after taking account of seasonal effects, the
first such fall since July 2021 and the largest since June 2020.

“The market has undoubtedly been impacted by the turmoil
following the mini-Budget, which led to a sharp rise in market
interest rates. Higher borrowing costs have added to
stretched housing affordability at a time when household
finances are already under pressure from high inflation.

“For example, the increase in mortgage rates meant that a
prospective first-time buyer (FTB) earning the average wage
and looking to buy a typical FTB home with a 20% deposit
would see their monthly mortgage payment rise from c.34%
of take-home pay to c.45%, based on an average mortgage
rate of 5.5%. This is similar to the ratio prevailing before the
financial crisis.
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“The market looks set to slow in the coming quarters. Inflation
will remain high for some time yet and Bank Rate is likely to
rise further as the Bank of England seeks to ensure demand in
the economy slows to relieve domestic price pressures.

“The outlook is extremely uncertain, and much will depend on
how the broader economy performs, but a relatively soft
landing is still possible. Longer term borrowing costs have
fallen back in recent weeks and may moderate further if
investor sentiment continues to recover. Given the weak
growth outlook, labour market conditions are likely to soften,
but they are starting from a robust position, with
unemployment at near 50-year lows.

“Moreover, household balance sheets appear in relatively
good shape with significant protection from higher borrowing
costs, at least for a period, with over 85% of mortgage
balances on fixed interest rates. Stretched housing
affordability is also a reflection of underlying supply
constraints, which should provide some support for prices.

Energy costs update

“The government’s ‘Energy Price Guarantee’ means a typical
UK household will now pay an average of £2,500 a year on
their energy costs until next April. This is c.£1,000 a year
below Ofgem’s previously announced price cap, that was due
to take effect from 1 October and will help shield households
from the soaring cost of energy on wholesale markets.

“Despite this intervention, energy costs are still going to be
around 80% higher than a year ago, even after taking
account of the £400 energy support scheme discount. It is
important to note that the cap is on the unit price charged to
consumers, rather than a maximum bill a household can be
charged. Running costs for less energy efficient properties
tend to be considerably higher, leaving these households
particularly vulnerable to price rises.

Annual energy cost based on energy rating of property
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“Average energy costs for the most energy efficient properties MOI’lthly UK House Price Statistics
(those rated A-C as reported on energy performance

certificates) are expected to rise to c.£1,800 per vyear,
compared with around £1,000 a year ago.
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“Typical bills for D-rated properties (the most common type)
are set to rise to £2,600 a year. Those in E-rated properties
will be paying around £120 a month more than last winter.
However, those living in the least efficient properties (rated F-
G) will see average bills rise to c.£4,500, an extra £185 a
month compared with a year ago, though these properties
make up a small proportion (c.2%) of the stock of housing
with a mortgage.
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“The cost-of-living crisis is set to disproportionately affect
lower income households as they spend a higher proportion 245,432
of their income on essentials (food, gas and electricity). Lower
income households are also much less likely to have 248 857
accumulated savings, so they will find it more difficult to cover
the increase in these costs. i i 250.31
% of income spent on essentials by income decile
(FY 2020/21) 254,822
30 1 mGas and electricity MFood © Value in FY 2019/20
25 . ) . 260,230
20 1 . . . 267,620
15
10
5 273,751
0- . . . 268,282

1 2 3 4 5 6 7 8 9 10
Source: ONS Highest income -

“Further, following the recent announcement that the blanket
guarantee has been scaled back to last for six months
(compared with two years previously), there is additional
uncertainty about what will happen thereafter if global energy
prices remain high.”
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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
www.nationwidehousepriceindex.co.uk

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 I0SCO Principles on financial benchmarks to the NHPI is more fully set out in our statement regarding I0SCO
Principles. Nationwide considers that its arrangements for administration of the NHPI comply with the I0SCO Principles in a proportionate
manner having regard to the nature of the index.

Commentary and other materials posted on our website are not intended to amount to advice on which reliance should be placed or an offer
to sell or solicit the purchase by you of any products or services that we provide. We therefore do not accept any liability or responsibility
arising from any reliance placed on such materials by any visitor to our website, or by anyone who may be informed of any of its contents.
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