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Annual house price growth edged further into negative territory in July

e July saw house prices fall 0.2% month on month
e Annual rate of house price growth remained
negative at -3.8%, down from -3.5% in June
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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:

“Annual house price growth edged down to -3.8% in July. This
was the weakest outturn since July 2009, although it is only
modestly lower than the -3.5% recorded last month. There
was a slight fall of 0.2% over the month, after taking account
of seasonal effects. As a result, the price of a typical home is
now 4.5% below the August 2022 peak.

“Investors’ views about the likely path of UK interest rates have
been volatile in recent months, with the projected Bank Rate
peak fluctuating between 5% in mid-May and 6.5% in early
July (see chart below). There has been a slight tempering of
expectations in recent weeks but longer-term interest rates,
which underpin mortgage pricing, remain elevated (see chart
opposite).
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“As a result, housing affordability remains stretched for those
looking to buy a home with a mortgage. For example, a
prospective buyer, earning the average wage and looking to
buy the typical first-time buyer property with a 20% deposit,
would see monthly mortgage payments account for 43% of
their take home pay (assuming a 6% mortgage rate). This is
up from 32% a year ago and well above the long-run average
of 29%. Moreover, deposit requirements continue to present
a high hurdle - with a 10% deposit equivalent to 55% of gross
annual average income.

“This challenging affordability picture helps to explain why
housing market activity has been subdued in recent months.
There were 86,000 completed housing transactions in June,
15% below the levels prevailing the same time last year and
around 10% below pre-pandemic levels. More timely
mortgage approval data showed a slight increase in activity in
June, though most of these applications will pre-date the more
recent rise in longer term interest rates. Moreover, activity is
still c20% below 2019 levels.

Average new 5 year fixed rate mortgage (%)
(75% LTV)

6.0
551
4.5+
4,04
351
3.0
254
2.0
1.5
1.0

Mar 2022: 2.1%

2014 2016 2018 2020 2022

Source: Bank of England

“Nevertheless, a relatively soft landing is still achievable,
providing broader economic conditions evolve in line with our
(and most other forecasters) expectations. In particular,
unemployment is expected to remain low (below 5%), and the
vast majority of existing borrowers should be able to weather
the impact of higher borrowing costs, given the high
proportion on fixed rates, and where affordability testing
should ensure that those needing to refinance can afford the
higher payments.

“While activity is likely to remain subdued in the near term,
healthy rates of nominal income growth, together with
modestly lower house prices, should help to improve housing
affordability over time, especially if mortgage rates moderate
once Bank Rate peaks.”
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Monthly UK House Price Statistics
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Annual percentage change in UK house prices

Three months on previous three months % change
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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

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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Indices and average prices are produced using Nationwide's updated mix adjusted House Price Methodology, which was introduced with effect

their accuracy or completeness. We reserve the right to vary our methodology and to edit or discontinue the indices at any time, for regulatory
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