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REAL GDP FORECAST
Source: OBR

How is the economy really performing 
and what lies ahead? What shape could 
the recovery take? The January growth 
numbers and March Budget data 
provide some of the answers to these 
pressing questions. 

The January numbers – the first monthly 
set of data since the UK officially left 
the EU – help us to understand how 
the economy has fared through the 
third lockdown.

Gross domestic product (GDP), the 
most common measure of economic 
growth, is estimated to have fallen by 
2.9% during the month, as a result of 
government restrictions. The slowdown 
left the UK economy 9% smaller than 
at its pre-pandemic peak. But the GDP 
drop was considerably less than many 
economists expected; it also contrasts 
with the 18% slump in April 2020 during 
the first lockdown. 

In January non-essential shops were 
closed, office workers mainly continued 
to work from home and millions of 
children were not in classrooms. 
Hospitality venues were shuttered, 
contributing to a 3.5% decline in 
the services sector activity. But the 
construction sector bucked the trend, 
growing by 0.9%. 

The total value of EU imports tumbled 
by 29%, while exports slumped by 
40%, the largest monthly decline since 
records began in 1997. This may be a 
temporary phenomenon, as businesses 
in the UK and EU adjust to the new rules, 
but we should not underestimate the 
impact on the economy. 

However, there was a degree of optimism 
in the air when the independent Office 
for Budget Responsibility (OBR) updated 
its economic forecasts as part of the 
Budget. The economy is forecast to 

ECONOMY
A YEAR INTO THE PANDEMIC

grow by 4.0% this year, accelerating to 
7.3% in 2022 – the fastest rate since 
records began. 

On this basis, the economy should 
be restored to its pre-Covid peak by 
mid-2022, six months quicker than 
previously expected. Following this, 
growth will moderate to 1.7% in 2023, 
1.6% in 2024 and 1.7% in 2025. 

The Chancellor extended the Coronavirus 
Job Retention Scheme until September. 
As a result, the OBR – which had forecast 
in November that employment would 
peak at 7.5% – downgraded this to 
5.6%. This would be – by far – the lowest 
unemployment peak in any recent 
recession, despite this being the deepest 
downturn for 300 years.

Of course, much can change, and 
quickly. Also, the prospects for the 
economy depend hugely on how quick 
and effective the vaccine rollout will be. 
There are reasons to be optimistic. But 
it’s worth remembering the extent of the 
damage that has been inflicted on the 
economy, and the impact on millions of 
lives and livelihoods, all of which comes 
at a cost. 

VALUE OF EU IMPORTS/EXPORTS  
IN JANUARY 2021 

Source: ONS

QUICK FACT

6 months
quicker for the economy to be 
restored to its pre-Covid peak  

(expected by mid-2022)

IMPORTS EXPORTS

-29% -40%
These figures 
represent the 
largest monthly 
decline since 
records began  
in 1997
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The UK Census was first conducted in 
1801 during the reign of George III, in 
an exercise designed to elicit information 
about households amid economic 
concerns over population growth. 
Subsequently it has been run every 
10 years, with only one postponement 
in 1941 at the time of World War Two.

The exercise provides unique insights 
into lifestyles and changes in society, and 
it is expected that the 2021 Census will 
reveal some significant shifts over the 
past decade.

Here we examine how three property-
related trends may emerge from the 
2021 Census: homeownership rates; 
where we work, and how we live. 
It is reasonable to assume that the 
pandemic has had a significant influence 
on some of these trends. 

HOMEOWNERSHIP RATES
The last Census was held in 2011. The 
buy-to-let market was booming and the 
homeownership rate was declining. The 
number of households who owned a 
home of their own in England and Wales 
stood at 64% and fell further to 63% in 
2015, according to the English Housing 
Survey, marking a low point. 

Landlord tax reforms appear to have 
reversed this trend, with the results of 
the 2021 Census likely to show that the 
homeownership rate is once more above 

its 2011 level at about 66% – which 
would be close to an all-time high.

However, it also appears probable that 
the private rented sector in 2021 will 
be slightly larger than it was a decade 
ago, although smaller than in 2016. 
The increase in the number of privately 
rented households over the past 10 
years has partly offset a reduction in the 
supply of social housing over the period. 
For the moment, the pandemic seems 
not to have had any material effect 
on tenure. 

 WHERE WE WORK
Just 10% of the population mostly 
worked from home in 2011, against 
9% in 2001, meaning most people 
still lived within commuting distance of 
where they worked. The latest Office 
for National Statistics (ONS) surveys 
suggest that, in the months leading up 
to the start of the pandemic, the number 
of people working from home on a 
regular basis had risen to 12% over the 
previous 10 years. 

FOCUS
A UNIQUE CENSUS

HOUSEHOLD TENURE
Source: Hamptons, EHS & ONS
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However, the timing of the Census 
means that it is likely to show that about 
half of the workforce, are working from 
home, with 57% of workers in London 
doing so.

Unsurprisingly, this major lifestyle 
change has been accompanied by a 
decline in commuting. The Census may 
show that about 600,000 people are 
commuting daily into London, fewer 
than in 2001. The 2011 Census cited 
that 795,000 people were commuting 
daily into London, but this number is 
thought to have increased as a result 

of outward migration in following years. 
We believe this figure would be close to 
1,000,000 today without Covid.

HOW WE LIVE
The average household size is falling as 
a result of people marrying later in life, 
and more couples choosing not to have 
children. Between 1979 and 2011, 
the average size of a household in 
England and Wales dropped from 2.5 
to 2.4 people everywhere except for 
London where affordability pressures 
counteracted the decline. 

We believe that households outside 
the capital would have continued to 
grow smaller. But the pandemic may 
have reversed the trend. Students 
and grown-up children who had been 
renting moved back into their parental 
homes during lockdown. As a result, 
we forecast that the average UK 
household size will be 0.1 larger than it 
would have been without Coronavirus.

QUICK FACT

795,000
people commuted into  
London daily in 2011

QUICK FACT

57%
of the London population are  
currently working from home



Despite the lack of homes coming onto the market, the second half of February marked a tipping point where the year-on-year 
change in buyer numbers jumped back into positive territory. While the first month of lockdown in January saw prospective 
buyer numbers tumble by a fifth on the same time last year, they recovered sharply midway though February. Investors rushing 
to beat the stamp duty holiday led the way, increasing by more than any other group. Despite this, three first-time buyers 
registered with a branch for each investor.

NEW BUY-TO-LET COMPANIES SET UP
Source: Companies House

This rush of investors has translated into 
18% more companies set up to hold 
buy-to-let properties during the first two 
months of the year compared to the 
same period in 2020. There are now 
a total of 237,000 companies holding 
buy-to-let property in Great Britain.
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Over the course of the pandemic a total 
of 275,000 homes have been missing 
from the sales market in comparison 
to the previous 12 months. For every 
100 homes that came onto the market 
to sell in the 12 months leading up to 
the start of the pandemic, just 85 have 
come on in the 12 months since. And for 
every 100 houses coming onto the 
market pre-pandemic there were 82 
for sale in the following 12 months, and 
87 flats. There are now around a third 
fewer homes on the market than there 
were five years ago.

DAYS BEFORE FIRST VIEWING
Source: Hamptons
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25 This lack of stock has caused the time 
between homes coming onto the market 
and the first viewing to fall. In March, 
it took eight days on average between 
a home coming onto the market and a 
viewing, the lowest figure on record.

DAYS TO SELL (Q1 OF EACH YEAR)
Source: Hamptons
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More viewings, more quickly, also means 
time to sell has fallen across multiple price 
brackets. The average home went under 
offer after 49 days, down by two days 
compared with 2020, marking one of the 
strongest starts to a year since 2015.

MARKET METRICS

The increases in first-time buyer and 
investor numbers means that first-time 
buyers viewed 65% of all homes sold in 
Q1 2021, while investors viewed 45%. 
Both figures are the highest level since 
the pandemic began.
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2% -21% -8% 1% 9% 3% 3%

ANNUAL CHANGE IN REGISTERING BUYERS
Source: Hamptons



SHARE OF LANDLORDS ACHIEVING  
A HIGHER RENT

Source: Hamptons
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GENERAL 
The latest trends in the lettings market 
have been underpinned by the squeeze 
on rental stock. Since the onset of the 
pandemic, 300,000 fewer properties 
have come onto the rental market than 
in the preceding 12 months. 

The drop was most marked in the South 
West where 48% fewer homes were 
available to rent in February than at the 
same time last year; there were double-
digit percentage drops in every other 
region, apart from London.

Behind these falls lies a slowdown in 
landlord purchases until the final months 
of 2020. The emergency legislation 
requiring landlords to give tenants a six 
months’ notice period has reduced the 
number of homes becoming vacant.

The shortage of properties led to an 8% 
increase in rents outside London in the 
year to February, the highest figure since 
our index began in 2012. When London 
is included, the annual increase in rents 
was 5.6%, the fastest rate of growth 
since February 2015.

For the first time, there was double-digit 
rent growth in the South East and 
Yorkshire & Humber. As a result of 
the lack of homes, 50% of landlords 
could raise rents when agreeing a new 
tenancy, the highest figure since 2016. 

LONDON AND OTHER CITIES
The performance of the London market 
was in marked contrast to all other 
regions. The average rent for the region 
fell, following five months of rises. Only 
37% of London landlords were able 

LETTINGS
RENTAL STOCK SQUEEZE

to secure higher rents – the lowest 
proportion anywhere. 

Our data shows large variations in 
the performance of different parts of 
London. Across Greater London, there 
was a modest year-on-year decline of 
0.2% in the average rent. But, in Inner 
London the average tumbled by 17.7%, 
the largest annual decrease over the 
course of the pandemic to date. As 
lockdown measures begin to ease, and 
offices, restaurants and shops reopen, 
we expect demand for Inner London 
rentals to rise again.

In Outer London, however, rents rose 
5.3%, the sixth consecutive month of 
growth, underlining the demand for 
space and gardens.

The mood in other cities was also 
downbeat – tenant demand subsided 
by 10%. There were 16% more 
homes available to rent in cities in 
February 2021 than at the same 

time last year. This compares with 
a fall of 28% in towns and 52% in 
country locations. 

OUTLOOK
There are signs that the supply of rental 
homes may no longer be diminishing. 
Landlords resumed their purchases 
at the turn of the year, eager to beat 
the original March stamp duty holiday 
deadline. The concession will now be 
withdrawn on June 30, after which the 
stamp duty threshold will be £250,000 
until the end of September. The ban on 
evictions enforced has been extended 
until May, after which a “new approach” 
will be adopted.

To date, many tenants who hoped to 
buy have been forced to delay this as 
lenders required higher deposits. But 
this group should be helped by the 
plan, unveiled in the Budget, for a new 
mortgage guarantee scheme – all of 
which means we may have seen stock 
levels reach rock bottom. 

Feb-20 Feb-21 YoY

Greater London £1,763 £1,759 -0.2%

       Inner London £2,654 £2,185 -17.7%

       Outer London £1,594 £1,678 5.3%

South East £1,070 £1,184 10.6%

South West £831 £908 9.2%

Midlands £696 £718 3.2%

North £643 £686 6.8%

Wales £653 £694 6.3%

Scotland £660 £685 3.8%

Great Britain (Ex London) £845 £913 8.0%

Great Britain £1,006 £1,062 5.6%



FIRST-TIME BUYERS ABLE TO 
SERVICE A 95% LTV MORTGAGE

Source: Hamptons & ONS
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We are now more optimistic about the 
outlook for the housing market this 
year. The extension of the furlough 
schemes should help retain jobs, the 
extension of the stamp duty holiday 
will incentivise households to move, 
while the reinstatement of the Help 
to Buy mortgage guarantee scheme 
will support up to 100,000 first-time 
buyers with small deposits.

The Help to Buy mortgage guarantee 
scheme has the potential to unlock sales, 
coming at a time when some lenders 
have retreated from the 95% loan-to-
value (LTV) space and with buyers able 
to use the guarantee on secondhand 
homes. In particular, it will help those 
with a 5% deposit who have struggled 
to obtain finance. The government 
will underwrite the first 20% of the 
property’s purchase price in return for 
a small fee from the lender. Since this 
makes lending to such borrowers less 
risky, banks and building societies should 
be able to offer lower interest rates.

The scheme is a reincarnation of an 
earlier iteration which ran from 2013 to 
2016 and supported just over 100,000 
purchases. Its popularity peaked in 
2014 when it backed just over 38,000 
sales, however the numbers fell in 
each subsequent year as more lenders 
returned to the higher loan-to-value 
lending market without the need for 
government support. It is likely that the 
rates offered by lenders this time round 
will be lower than they were last time. 
When the scheme launched for the first 
time in 2013, standalone 95% LTV rates 
were close to 5.0% (if a bank was even 
willing to lend), whereas this time round 
they are closer to 4.0%.

If the rates on mortgage deals of 95% 
LTV fall close to those on 75% LTV, 
around 1.75%, repayments will be 
more affordable. A typical first-time 
buyer would save £165-a-month or 
£1,978 a-year using the scheme based 
on a £10,540 deposit. In London, 
the annual savings could be £6,105. 

SALES
RETURN OF THE 5% DEPOSIT

In reality however, it is unlikely rates 
will fall quite this far. Instead, lenders 
are more likely to pitch rates closer to 
Help to Buy Equity Loan style products, 
in the region of 2.5% to 3.5%, below 
rates on loans without this guarantee.

In similar fashion to the first time the 
scheme ran, it is likely to predominantly 
benefit buyers in the South rather than 
in the North given currently far fewer 
households in the South can afford 
to service a 95% mortgage. This is 
reflected in the take-up of the previous 
scheme which saw 58% of guarantees 

taken out on loans in England by buyers 
in the South (London, the South East, 
South West and Eastern England).

If lower mortgage rates are 
available, nationally the average 
household taking out a 95% LTV 
mortgage will need to earn around 
£40,000 each year, against £30,000 
at present. This means that 80% of 
first-time buyers will have the income to 
service a 95% LTV mortgage, against 
60% at present. The vast majority 
of these extra 20% will be based in 
Southern England.

“When the scheme launched for the 
first time in 2013, standalone 95% LTV 
rates were close to 5.0% (if a bank 
was even willing to lend), whereas this 
time round they are closer to 4.0%.”
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International buyers did not lose their 
taste for London real estate in 2020, 
despite travel bans. These househunters 
bought 30% of the homes that were 
sold in Greater London during the year. 
This compares with 27% in 2019 and 
35% (a record) in 2018. 

These buyers were spurred on by the 
stamp duty holiday, and also by the 
opportunity to beat the international 
buyer 2% stamp duty surcharge, a 
measure confirmed in the 2020 Budget 
that takes effect on April 1 2021. 

The mood in Greater London was upbeat: 
11% more sales were agreed than in 
2019. By contrast, after a promising start 
to the year, the tempo in Prime Central 
London turned listless: sales agreed were 
13% lower than in 2019. 

FOCUS SPECIAL 
INTERNATIONAL BUYERS

SHARE OF HOMES BOUGHT BY 
INTERNATIONAL BUYERS IN LONDON

Source: Hamptons

CHANGING COST OF A £1MILLION HOME IN 
GREAT BRITAIN DUE TO CURRENCY CHANGES

Source: BoE & Hamptons
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23%
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buyers were EU nationals
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International buyers accounted for 49% 
of these sales, up from 45% in 2019. 
A mix of factors drove this demand, such 
as the weakness of sterling and the desire 
to snap up a home ahead of the Brexit 
deal. Political events around the globe, 
such as the new security legislation in 
Hong Kong, were another key motivation.

However, some of the increase can be 
attributed to a decline in competition 
from UK buyers, many of whom were 
heading for the suburbs, or the shires. 
International purchases in Prime Central 
London last peaked at 55% in 2018.

Buyers from the EU and Hong Kong led 
the search for a home in Prime Central 
London. EU nationals, many of whom 
were already renting in the capital 
topped the international sales league. 
They accounted for 23% of buyers, up 
7% on 2019’s figure. 

Purchases by people from Hong Kong 
also hit a record, rising from 2% of 
homes sold in 2019 to 8%.

Interest from the Middle East and India 
showed a small decline, but this was 
offset by demand from the US and 
South Africa. 

Activity was supported by sterling’s 
weakness. As a result of the dip in 
the currency’s value, a Prime Central 
London property that would have cost a 
dollar buyer £1 million in 2015 dropped 
to £951,000 last year. 

For an EU buyer, the cost of such a 
property went down even further 
– to £846,000 due to sterling’s 
depreciation. But if we add in the 
downward move in prices in Prime 
Central London, the cost was an even 
more attractive £793,000. 

Currency factors are among the 
reasons why we believe that the 
2% stamp duty surcharge for 
international buyers – which takes 
effect on April 1 – may not have much 
of an impact, particularly in Prime 
Central London. 

For an average international buyer, 
the total stamp duty bill on a £1 million 
main residence in England will increase 
from £28,750 (this reflects the tax 
saving from the stamp duty holiday) to 
£63,750. This is a substantial rise of 
£35,000, or 122%. Yet, it is outweighed 
by the currency advantage – for the 
moment at least.

“Purchases by people from Hong Kong 
also hit a record, rising from 2% of 
homes sold in 2019 to 8%.”




