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House prices begin 2024 on a more upbeat note

e UKhouse pricesrose 0.7% month on monthin January
e  Furtherrecoveryinannualrate of change, with pricesdown
just 0.2% comparedwithayearago

Monthly Index* 521.5 517.8
Monthly Change* 0.7% 0.0%
Annual Change -0.2% -1.8%

AETEISD|FlTiet: £257,656 | £257,443
(not seasonally adjusted)

* 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:

“UK house prices rose by 0.7% in January, after taking
account of seasonal effects. This resulted in an
improvement in the annual rate of house price growth
from -1.8% in December to -0.2% in January, the
strongest outturn since January 2023.

Signs of easing in affordability pressures
“There have been some encouraging signs for potential
buyers recently with mortgage rates continuing to trend
down. This follows a shift in view amongst investors
around the future path of Bank Rate, with investors
becoming more optimistic that the Bank of England will
lower rates in the years ahead.

“These shifts are important as this led to a decline in the
longer-term interest rates (swap rates) that underpin
mortgage pricing around the turn of the year. However,
the partial reversal in recent weeks in response to
stronger than expected inflation and activity data
cautions that the interest rate outlook remains highly
uncertain.
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“While a rapid rebound in activity or house prices in 2024
appears unlikely, the outlook is looking a little more
positive. The most recent RICS survey suggests the
decline in new buyer enquiries has halted, while there are
tentative signs of a pickup in the number of properties
coming onto the market.

“‘How mortgage rates evolve will be crucial, as
affordability pressures were the key factor holding back
housing market activity in 2023. Indeed, at the end of
2023, a borrower earning the average UK income and
buying a typical first-time buyer property with a 20%
deposit had a monthly mortgage payment equivalent to
38% of take-home pay - well above the long run average
of 30%.
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“As shown on the chart above, if average mortgage rates
were to trend down to 4%, this would ease the mortgage
payments burden to 34% of take-home pay (assuming
house prices and earnings are unchanged). However,
other things equal, mortgage rates of 3% (still well above
the lows seen in the wake of the pandemic) would be
needed to bring this measure of affordability back
towards its long run average.

Deposit burden remains significant

“Raising a deposit also remains a major challenge for
those wanting to buy, with a 20% deposit on a typical first-
time buyer home equating to ¢.105% of average annual
gross income - down from the all-time high of 116%
recorded in 2022, but still close to the pre-financial crisis
level of 108%. This reflects that house prices are still very
high relative to earnings, with the house price to earnings
ratio standing at 5.2 at the end of 2023, well above the
long run average of 3.9.

“This helps to explain why the proportion of first-time
buyers drawing on help from friends and family or an
inheritance to help raise a deposit has increased from
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already elevated levels as shown on the chart below. In Monthly UK House Price Statistics
2022/23, nearly half of first-time buyers had some help

raising a deposit, either in the form of a gift or loan from

Monthly % |3 monthon| Annual | Average
family or friends, or through inheritance — up from 27% in e 8

Change 3 month % Price
the mid-1990s. Seasongally % Change | Change
Source of Deposit Among First Time Buyers Adjusted

50% - W Gift or loan from family or friend Inheritance Jan-22 09 32 12 255,656
45% - Feb-22 1.7 3.6 12.6 260,230
40% - Mar-22 1.2 3.8 14.3 265,312
- Apr-22| 01 36 121 | 267,620
059% - May-22 0.7 3.0 1.2 269,914
20% - Jun-22 0.1 2.0 10.7 271,613
o] Jul-22| O 13 1.0 | 271209
5% - Aug-22 038 0.9 10.0 273,751
0% - Sep-22 -0.0 0.9 9.6 272,259
1995-96 2005-06 2015-16 2019-20 2021-22 2022-23 Oct-22 192 05 70 268282
SR Nov-22|  -12 -0.7 44 | 263788
A mixed picture across the UK Dec-22| -03 18 28 | 262,068
“There remains considerable variation in affordability Jan-23| -08 -24 11 258,297
across the country, with pressures particularly acute in Feb-23 -0.6 -2.2 -11 257,406
London, the south of England and East Anglia. Scotland Mar-23 -0.8 -2.0 -31 257,122
and the North continue to be the most affordable regions, Apr-23 05 15 07 260,441
with mortgage payments as a share of take-home pay May-23 041 12 34 260736
much closer to their long run average. Jun-23 01 03 35 262,239
“These variations have led to stark differences emerging b e e . 260,828
between those who would like to buy and those who are Aug-23 -0.8 -0.3 -5.3 259,163
actually able to do so. This is most pronounced in London, Sep-23 0.0 -0.8 -6.3 | 257,808
where the average income of actual first-time buyers (for Oct-23 0.9 -0.6 -33 259,423
a single borrower) is around 55% higher than the average Nov-23 03 0.1 20 258,557
income in the capital (for an adult fulltime worker). Dec-23 .00 0.8 18 257,443
Jan-24 0.7 11 -0.2 257,656

FTB mean eamnings (for single borrower) vs Note that monthly % changes are revised when seasonal
mean earnings (adult full time worker)

60% - adjustment factors are re-estimated.

Actual FTB Incomes Above
50% A Regi A
° Regional Average Income

40% -
30% A
20% A
10%

-10% A
-20% -

London
SEast
East

S West
W Mids
E Mids

N West
Wales
Yorks

N East

N Ireland
Scotland

Source: UKF RMS/Mortgage Clarity, ONS ASHE. As at Q3 2023, Note: Data for Govt Office Regions

“Similarly, in the South East and East of England, the
average income of actual first-time buyers is around 25%
above the average income in these regions.

However, in parts of the UK where affordability is less
stretched, such as Yorkshire & The Humber and the
North East, we find that incomes of actual first-time
buyers are broadly similar to average regional incomes.
Moreover, in Northern Ireland and Scotland, the average
income of first-time buyers is actually slightly lower than
average incomes in those regions.”
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Annual percentage change in UK house prices Three months on previous three months % change
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Notes

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 IOSCO Principles on financial benchmarks to the NHPI is more fully set out in our statement regarding IOSCO
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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