


I Overview

This paper brings together a
selection of economic and
residential market data that can
be used to assess how the
housing market is performing.

Each metric is evaluated in turn
and accompanied by a snake or
ladder to reflect whether it is
positive for the housing market.

All data is the latest available as
of 03 February 2021, arrows on
the summary page indicate
movement since the last data
release.
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The housing market is currently
performing strongly with approvals, sales
and price growth having all bounced back
after the lockdown lull. However, the
market appears to be more weighted to
house rather than apartment transactions.

Still we are expecting some of the market
momentum to ease off reflecting the wider
backdrop; some economic indicators are
not improving as quickly as in recent
months and lockdown 3.0 will act as a
negative drag on the economy in Q1. In
addition, the stamp duty holiday is due to
come to an end, which may deter buyers.
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All data shown is the latest available as at 03 February 2021, arrows indicate movement since last data release.

3 WHAT TO WATCH IN 2021

FEBRUARY 2021



@ Economic - Unemployment rate

It's a slither
down
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‘j/ﬁ/mﬂ Current state

44 Latest data shows unemployment rate has risen to 5% in the three
: months to November, 1.2% higher than a year earlier. Early

EN estimates for December 2020 indicate that the number of
4.2 payrolled employees fell by 2.7% compared with December 2019.
Redundancies were at a record high in the three months to
4.0 November at 395,000.
3.8 a, Assessment
Unemployment rate has risen to its highest rate in over four years.
3.6 This is expected to increase due to the third national lockdown,
however, the extension of the furlough scheme to March 2021
3.4 should help to mitigate unemployment.
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Widespread unemployment reduces the number of potential home
buyers. When the labour market is weak, the fear of redundancies
Source: Labour Force Survey may put potential buyers off. Higher unemployment tends to
suppress wage growth, which in turn affects the ability to buy.
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m Economic - FTSE 100

It’s a step up
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-8 6,500 0 = The FTSE 100 currently stands at 6,461 compared with 7,300 at
£ 1 the start of 2020. The FTSE increased 3% from November to
December, the second consecutive month of increase since
6,000 -10 October’s low. The FTSE is down 14% compared with this time
last year.
5,500 -20 @\ Assessment
| | | The FTSE has regained some of October’s losses but is still 11%
below share prices seen at the start of the year.
5,000 L -30 : )
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=2 a = a 2 a = a =2 a = a = o} 3 a 2 a 3 a A fall in shares can lead to liquidity issues for some investors and

first-time buyers who have deposits in equity ISAs.

mmm FTSE 100 (LHS) ——YoY change (RHS)

Source: Macrobond
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Economic - Interest rates
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ﬁﬂ Current state

The Bank of England base rate was cut on 19 March 2020 to
0.1%. It has remained at this historic low level since.

A, Assessment

Such low levels of interest suggest the Bank of England is hugely
pessimistic about the underlying economic health of the UK.

Ll Why is it an important indicator for residential?

A low base rate is generally a sign of a weak economy with low
inflationary prospects. It is used to stimulate spending to boost the
economy. Low interest rates are beneficial for the housing market
when lenders pass the low rates on to consumers.
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Q Economic - Household savings
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It’'s a step up

{Dﬁﬂ Current state

Latest data shows the level of deposits in bank accounts
increased by £20.9bn in December. This is up from the £18.4bn
increase in November.

Assessment

December saw the fourth consecutive month of increase. This is
negative as it partly reflects reduced spending on commuting,
travel and entertainment, following the introduction of the second
national lockdown. It is now more than three times the monthly
increase seen in February 2020, pre-pandemic.

L Why is it an important indicator for residential?

The saving ratio tends to rise as the economy weakens, as
consumers become more risk averse, paying off debts and
increasing savings. However, often the level of savings itself can
fall due to lower earnings. Here we are looking at deposits held
in banks. The level at which these deposits are drawn down post-
lockdown could indicate confidence in the wider economy.
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Economic - Retail performance

It’'s a step up
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5 Retail sales increased by around 2.9% year-on-year in December
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i n, Assessment
"8 ‘15 Total retail sales saw tentative recovery is December, increasing
o just 0.3% since November. Food stores saw strong annual growth
of 4.4%, however, non-food sales saw negative annual growth
-20 propped up by online sales. In 2020 overall , retail sales fell by
1.9% when compared with 2019, the largest year-on-year fall on
record
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< O < O < O < O < O < O Retail has been hit hard by the lockdown. As the restrictions are

relaxed, we expect a bounce back. Sustained strength in retail
Retail sales non-food sales will reflect that households are feeling more confident about
their personal situations.

Retail sales food

Source: Springboard, ONS
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Economic - Consumer confidence

10

It’'s a step up

10 VV\W
ﬁﬁf]ﬂ Current state
20 Latest data shows consumer confidence rose in December from -33
to -26. It is still 17 points below the reading at the start of the year.
-30 Assessment

All measures within the index increased compared to the previous
month. Consumer confidence remains fragile, however, the news of
-40

the COVID-19 vaccination programme getting underway has lifted
consumer’s expectations.

-50 /|_|-|} Why is it an important indicator for residential?
AR i e el L When confidence is low consumers are less likely to make big ticket
g é g é g é 8 _g’ 8 _g’ 8 _g, 8 _g, 8 _% 8 _g’ 8 _g’ 8 _g’ 8 _g, 8 Tra.nsacho.n.s like buying a home. Rising confidence is correlated with
rising activity.
Source: GfK
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ﬁﬂ Current state

Latest data shows only 21% of London is moving around. It has
been steadily increasing since the second lockdown in November
2020, however, the tier 4 restrictions just before Christmas saw
another fall in mobility which has stayed low ever since.

Assessment

The data shows that Londoners are now moving around half as
much as they were at the end of the second lockdown. This is
unsurprising considering the recent lockdown imposed on the UK
urging people to stay at home and only travel when it is essential.

LI Why is it an important indicator for residential?

This is an indication of mobility or how 'active' Londoners are. The
housing market is unlikely to return to full strength until a sense of
'normality' returns.
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IETﬂi Economic - PMI

It’s a slither
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The PMI declined to 41 in January 2021, from 50 in the previous
month. It is now well below the figures seen at the start of the
year (53).

Assessment

The PMI is now lower than the critical ‘50-point” which is

15 consistent with a growing economy. The index is much weaker
than in the second national lockdown period during November
2020 (49). This decline suggests a slow economic recovery in Q1
2021.
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L Why is it an important indicator for residential?
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PMI is a leading indictor of GDP (economic growth). A reading
over 50 is consistent with a growing economy. Housing market
activity is highly correlated with a growing economy.
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Source: Macrobond
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Economic - Inflation rate
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It’s a step up

tﬁjﬂ Current state

The CPl increased to 0.8% in December, up from 0.6% in
November. The largest upward contributions to the change were
from recreation, culture and transport. This was partly offset by
downward contributions from falling food and non-alcoholic
beverage prices.

N Assessment

Inflation is still well below the 2% target.

Ll Why is it an important indicator for residential?

Low inflation can be a sign of economic problems because it is
often associated with weakness in the economy. When
unemployment is high or consumer confidence low, people and
businesses may be less willing to make investments and spend on
consumption, this lower demand keeps them from bidding

up prices.
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Economic - GDP
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2020 Q1
2020 Q3

It’s a slither
down

ﬁﬁ]ﬂ Current state

Economic growth fell by a revised 8.6% year-on-year in Q3
2020. GDP grew by a revised 16% over the whole of the third
quarter (Jul-Sep), compared with the previous quarter. The ONS
monthly estimates showed GDP fell by 2.6% in November. This
was less than anticipated and supports the view that businesses
and consumers have adapted to the new environment.

@»\ Assessment

We expect a further contraction of GDP in Q1 2021, putting the
UK into a double-dip recession. That said, we remain confident
that UK activity will pick up considerably from Q2.

/|_|-|} Why is it an important indicator for residential?

GDP is the key measure of economic activity and housing market
activity follows trends in GDP closely.
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Buyer enquires
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|Z:} Residential - Enquiries and instructions
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14

It's a slither
down

‘j/ﬁ/mﬂ Current state

Buyer enquiries and instructions remained in positive territory at
+15% and +7%, respectively, in December. However, this is
down from November and the fifth consecutive month of decline.

@f\ Assessment

The data shows the housing market remains robust as buyers
continue to take advantage of the Stamp Duty holiday, albeit
momentum is easing. Since the peak in July, we have now seen
five consecutive months of decline which could potentially be
signs that the pent-up demand is diminishing.

/|_|-|} Why is it an important indicator for residential?

This data measures underlying activity in the market and can be
used to predict future sales levels.
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% Residential - Price and sales expectations
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It's a slither
down

ﬁﬂ Current state

Price and sales expectations both decreased in December 2020
to -13% and -22%, respectively. Both are still lower than readings
seen pre-COVID-19.

@\\/ Assessment

The data show surveyors are more pessimistic about the housing
market over the next three months. It is likely that sentiment has
been compounded by tighter restrictions across the UK

L Why is it an important indicator for residential?

This data reflects surveyors’ views and is therefore a good
reflection of underlying activity.
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Residential - Availability of secured credit
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Q2 2020
Q4 2020

It’s a step up

ﬁ@]ﬂ Current state

The Bank of England Credit report suggested the availability of
secured credit will increase in Q1 2020, the first positive reading
since Q3 2019 and the highest since 2012. The number of
mortgage products rose for the third consecutive month in
January 2021, rising fo a total of 2,893. The number of 90% LTV
products doubled from 72 in July 2020 to 160 in January 2021.
The average 2-year fixed rate for all LTVs increased to 2.52%,
however, this was pulled down by higher LTV products which saw
the largest monthly reductions this month.

@"\, Assessment

With lenders now offering more high LTV mortgages at lower
rates, confidence appears to be returning to this part of the
market and is positive for first-time buyers.

{n_]\ Why is it an important indicator for residential?

Without access to sufficient credit, potential buyers are unable to
fund a home purchase.
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E} Residential - Mortgage approvals
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Source: Bank of England
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It’s a step up

,ﬂjﬂ Current state

There were just over 103,000 mortgage approvals in December.
This is 53% higher than this time last year but the first month-on-
month fall since May 2020. As a result, there were just over
818,500 approvals in 2020. This is the highest level since 2007,
despite the historic lows recorded throughout the initial
lockdown.

@

N Assessment
This data is unsurprising due fo the pent-up demand after the
COVID-19 lockdown period, further boosted by the Chancellor’s
Stamp Duty holiday. However, the longevity of this positive
recovery will depend on the wider economy.

AN
Ll Why is it an important indicator for residential?

A mortgage approval is granted when a property sale has been
agreed. Although not all approvals convert to a mortgage, the
majority do. As a result, it is a key leading indicator of activity
and will be the first concrete evidence the market has turned.
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It’s a step up

‘jﬁ\{ﬂ Current state

Sales per surveyor increased to 19 in December, 38% higher
than levels seen at the start of 2020. The stock of units for sale
has increased to 46, 8% more than the start of the year.

@f\ Assessment

It would appear many potential sellers kept their properties on
the market during lockdown. This probably reflects apathy rather
than any sales expectation. Sales rates have now surpassed pre-
pandemic levels.

/Ln} Why is it an important indicator for residential?

This survey data will measure underlying activity in the market
and can be used to predict future sales levels.
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Residential - Residential sales

= It's a step up

110,000
90,000 Eﬁ{ﬂ Current state
Sales totalled 129,400 in December. This was up 13% from
November and up 32% year-on-year.
70,000
a, Assessment
50.000 This surge in transaction volumes was expected given the
' continued high number of mortgage approvals. We expect
activity to remain robust in Q1 2021 as buyers seek to complete
before the Stamp Duty holiday ends on 31 March. However, it's
30,000 too early to herald a sustained recovery.
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This data measures actual activity in the market and can be used
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to predict future sales levels.

Source: HMRC
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Uﬁé Residential - Residential prices
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£220,000 | if] Current state
0.0% The average house price in the UK was just under £230,000 in
£215.000 January 2021. Prices decreased 0.3% year-on-year to January
-0.5% 2021, the first monthly fall in seven months. However, it is still
6.4% above January 2020.
£210,000
-1.0%
N Assessment
£205,000 -1.5% . .
According to the ONS, the average UK house price increased by
7.6% in November 2020. Whether price growth is sustained will
£200,000 -2.0% depend largely on the extent and pace of the wider economic
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mmm Average House Price, LHS e Monthly % Change, RHS This data reflects the prices paid for properties sold. Consistently
falling prices indicate a significant market downturn.

Source: Nationwide
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% Residential - Bricks

It's a step up
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g 00 The latest statistics show brick deliveries decreased in December
= 1 to 137m. This is down 9% from November 2020 but still well
€ 80 above the lows during the first lockdown period.
60 Assessment
40 Brick deliveries are 5% above the 12-month average of 130m.
20 Ll Why is it an important indicator for residential?
In weaker conditions house builders will scale down
0 development, which will reduce the need for brick deliveries.
o e .‘—r Al 2 0 .2 o .': .': CJ.2 0.3 .o—\ o 8 8 More brick deliveries therefore suggest a recovering market.
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Source: ONS
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Contacts and disclaimer

CBRE disclaimer 2021

Jennet Sie b rits Lu ke Mi | IS CBRE Limited confirms that information contained
Executive Director, Managing Director, herein, including projections, has been obtained from
Head of Residential Residential sources believed to be reliable. While we do not doubt
Research their accuracy, we have not verified them and make no
luke.mills@cbre.com guarantee, warranty or representation about them. It is

your responsibility to confirm independently their
accuracy and completeness. This information is
presented exclusively for use by CBRE clients and
professionals and all rights to be material are reserved
and cannot be reproduced without prior written

jen.siebrits@cbre.com +44 20 7182 2949

+44 20 7182 2066

permission of the CBRE Research.

Please visit our website at cbre.com

Julien Mills Rebecca Hunt
Head of New Homes Residential
Research Analyst Residential

julien.mills@cbre.com
+44 207182 2679

To learn more about CBRE Research, or to access
additional research reports, please visit the Global

Research Gateway at cbre.co.uk/research-and-reports

or visit our Residential website at

https://www.cbreresidential.com/uk/en-GB

rebecca.hunt@cbre.com
+44 20 7182 2000
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