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Annual house price growth slows but remains in double digits

e Annual UK house price growth slowed to 10.0% in
August, from 11.0% in July

e Prices up 0.8% month-on-month after taking
account of seasonal effects

e Average house price rises by almost £50,000 in
two years

Monthly Index* | 543.3 539.1
0.8% 0.2%

10.0% 11.0%
£273,751 | £271,209

* 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:

“While annual house price growth softened in August, it
remained in double digits for the tenth month in a row - at
10.0%. Prices rose by 0.8% month-on-month, after taking
account of seasonal effects - the thirteenth successive
monthly increase. Indeed, in the past two years, the average
house price has increased by almost £50,000.

“There are signs that the housing market is losing some
momentum, with surveyors reporting fewer new buyer
enquiries in recent months and the number of mortgage
approvals for house purchases falling below pre-pandemic
levels. However, the slowdown to date has been modest, and
combined with a shortage of stock on the market, has meant
that price growth has remained firm.

“We expect the market to slow further as pressure on
household budgets intensifies in the coming quarters, with
inflation set remain in double digits into next year. Moreover,
the Bank of England is widely expected to continue raising
interest rates, which will also exert a cooling impact on the
market if this feeds through to mortgage rates, which have
already increased noticeably in recent months.

Energy price cap increase will have greatest
impact for least energy efficient properties

“Ofgem recently announced an 80% increase in the energy
price cap, effective from 1 October, which reflects the soaring
cost of energy in wholesale markets. 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. So, while a
typical household is set to pay £3,545 a year, for some costs
will be even higher.

“We've looked at the impact of rising energy costs on average
bills for properties with different energy efficiency ratings (as
reported on energy performance certificates). Currently
(based on the April 2022 price cap), the most energy efficient
properties (those rated A-C) pay £1,700 per year, whilst the
least efficient (those rated F-G) typically see bills over twice as
high at c.£3,900 p.a.
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“As things stand, from October, average bills for D-rated
properties (the most common type) are set to rise by just over
£1,250 a year, even after taking account of the government’s
£400 discount. Those in properties rated A-C will see average
bills increase by nearly £1,000 a year (or over £80 per
month). E-rated properties will see an increase of over £1,700
per year (c. £150 per month), whilst those in the least energy
efficient properties (F/G) face a staggering £2,700 rise (£225
per month). While only a small proportion of the stock is rated
F/G (approximately 2% of those with mortgages), the
challenges for these households appear particularly acute.

“To provide some further context of the scale of these
increases, we've calculated the equivalent interest rate rise
based on a typical outstanding mortgage. For ease of
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comparison, we've used the same mortgage balance and
term for each EPC rating. Overall, the average increase is
equivalent to a 1.36% rise in interest rates, but around 1% for
A to C-rated properties, 2% for an E-rated property and nearly
3% for an F/G-rated property.

Equivalent interest rate rise for energy cost increase on
3.50% typical mortgage
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“Moreover, these increases in energy costs come at a time
when mortgage interest rates are also rising. While most
mortgages (c85%) are now on fixed rates, protecting
borrowers in the short term, those who are looking to
refinance face a significant rise in borrowing costs if
mortgage rates stay at current levels. For example, the
average rate on new two-year fixed rate mortgages is
currently over two percentage points higher than those
prevailing two years ago, while the average rate on five-year
fixed rate mortgages is around 1.5 percentage points higher
than five years ago.

“With household budgets coming under substantial pressure,
the government is likely to increase support. But, as well as
addressing the rising cost of energy bills, improving the
energy efficiency of the housing stock could play a crucial
role. Incentivising improvement measures, such as loft and
cavity wall insulation and solar PV installations, could help
limit bill increases and assist the UK towards its carbon
emissions targets.”

Monthly UK House Price Statistics

Monthly % |3 Month on | Annual % | Average
Change 3 Month Price

Seasonally | % Change
Adjusted

224,123

238,831
245,432
248,857
250,311

254,822

Feb-22 260,230
Apr-22 267,620

273,751
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Annual percentage change in UK house prices Average UK house price
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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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