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ECONOMY

Incomes & inequality

 conomists are divided over the 
shape of the coming recession.  
Will it be V-shaped, that is, a sharp 

decline followed by a rapid rebound?  
Or U-shaped, with recovery taking longer  
to arrive? Or even W-shaped, with a second 
slump following the first? But there is assent 
on one point. The income inequalities that 
opened up in the recession of the global 
economic crisis over a decade ago are  
set to become wider, as a result of the 
latest pandemic. 

These problems may be aggravated if Britain 
fails to achieve a satisfactory agreement for 
its future relationship with the EU. Whatever 
the outcome of these talks, the widening 
of the wealth gap will have an impact on 
the outlook for the housing market. 

Some households have not taken a financial 
hit from the lockdown. They are saving 
more, and even repaying debt. Others are 
struggling. Office for National Statistics 
(ONS) figures show that the number 
of people claiming Universal Credit or 
Jobseeker’s Allowance in May increased 
to 2.8 million, which is 1.5 million more 
than in January. This also marked a 126% 
increase since March and does not bode 
well for the future level of unemployment. 

Another piece of ONS research shows 
that 18% of those surveyed said their 

household’s income fell in April. Large 
regional differences emerge from this study’s 
underlying data. In the West Midlands 21% of 
respondents said their earnings were lower 
during the month which reflects this region’s 
reliance on manufacturing. In the North East, 
14% felt worse off, while in London 16% said 
their earnings had dropped. As many as 60% 
of Londoners have been able to work from 
home which is likely to influence this result.

About 1.86 million mortgage borrowers 
have taken a repayment holiday which 
has lessened some of the pain for such 
households. Moreover, homeowners entered 
the crisis with lower-than-average housing 
costs and a bigger financial buffer than 
renters - who are nearly twice as likely to 
have fallen behind with housing costs than 
homeowners. The think tank Resolution 
Foundation found one in five renters have 
been furloughed or lost their jobs, compared 
with 14% of households that own a home. 

It is evident that lower income households, 
whether they are renters or first-time 
buyers, are disproportionately worse 
off as a result of the Covid-19 pandemic. 
Since the health of the labour market 
underpins the housing market, pressure 
is set to mount for government stimulus 
measures to reinvigorate the economy 
and create new employment. 

E

Percentage of people who reported 
reduced household income (3 April to 3 

May 2020)  Source: ONS 

Proportion of employees who have experienced job changes since  
the coronavirus outbreak, by housing tenure (6-11th May 2020)  Source: Resolution Foundation

18%
of those surveyed 
said their 
household  
income fell 
in April

1. North East .......................................... 14.4%

2. London ................................................ 15.6%

3. Yorkshire & Humber ........................ 16.2%

4. Scotland .............................................. 16.8%

5. East of England ................................. 16.9%

6. North West ......................................... 16.9%

7. South East .......................................... 18.5%

8. Wales ................................................... 19.7%

9. East Midlands .................................... 20.1%

10. South West ......................................... 20.7%

11. West Midlands .................................. 21.1%
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FOCUS

 here is much talk of a ‘new normal’ 
but much less agreement as to  
what the changes to the economy 

caused by the pandemic mean for the 
housing market. For example, lockdown  
has indubitably raised the allure of a large 
house in a leafy suburb or village, but it is  
not certain how many families will proceed  
to realise this dream in 2020. But we do  
have a clearer picture of how Covid-19 
affected the market - and how life may be 
returning, albeit hesitantly. 

During lockdown, activity dropped sharply 
as HMRC transaction numbers highlight. 
There were 37,640 completions in April, 
a 59% decline on the same month of 
2019. Many of these deals were sales 
agreed before the nation went into 
lockdown. Mortgage approvals, a timelier 

indicator, provide a better picture of 
the mood. Only 15,850 loans for house 
purchase were approved in April - which 
was 76% fewer than in April 2019. 

The surprise government announcement 
in mid-May that the market would 
re-open raised spirits and gave a fillip to 
activity. Yet there seemed little chance 
there would be a repeat of the buoyant 
conditions of the early part of the year. 

Amid the ‘Boris Bounce’ of January and 
February, the UK asking-to-achieved ratio 
(that is, the price of a property compared 
to its sold price) averaged 98.9%, slightly 
higher than in the same period of 2019. In 
May, this figure dropped to 97.1% - the lowest 
level recorded in any May since 2011. But 
let’s also note that in May 2009, against 

T

What next for house prices?

Mortgage approvals  (April) Source: Hamptons International 
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97%
The average 
asking price 
achieved in 
London

the background of the global financial 
crisis and at a time when asking 
prices had already been adjusted 
downwards, the asking-to-achieved 
ratio was 96.4% - a record low. 

It seems buyers hoping for a big 
discount are taking a reality check. 
At any time, a prime property is 
more likely to sell at a price below its 
asking price. But, at the moment, the 
deepest discounts are being seen 
in the mainstream market.  This is an 
indication of the affordability pressures 
facing middle and lower-income 
households which are likely to prevail 
for the rest of this year and into 2021. 

The average prime property achieved 
95.9% of its initial asking price in 
May, 1.3% below the same month 
of 2019. The average mainstream 
market London home sold for 
96.0% of its asking price. This is the 
lowest value since May 2009. 

Will this trend continue? Possibly. Some 
households seeking to trade up may 
be happy to take a lower price because 
they can secure a larger reduction on 
the home they wish to buy. But pent-up 
demand appears to be supporting 
values in the meantime, particularly 
those larger homes with gardens 
that top the summer 2020 wish-list.  

But the greatest determinant of what 
happens next will be the damage 
wrought by the pandemic and the 
speed of the economic recovery. How 
soon will people’s incomes return to 
pre-pandemic levels? Will those who 
have lost jobs easily find new 
employment? Sadly, there 
are no firm answers 
to those questions 
since we have 
not yet seen the 
extent of the wider 
Covid-19 fall-out.

FOCUS continued

Proportion of initial asking price achieved  (May of each year) Source: Bank of England 
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MARKET METRICS

Transactions   Source: HMRC

After a promising start to the year, the lockdown 
measures introduced to control the spread of 
Covid-19 put a halt on housing market activitity.  
The latest data from HMRC shows that there 
were 37,640 completions in April across Great 
Britain, which marks a 56% year-on-year fall.  

% of homes sold +£1million in London   Source: HMRC

Annual house price growth (March 2020)   Source: ONS

Rental Growth (April of each year)   Source: Hamptons International
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Average House Price  Source: Hamptons International & Land Registry

Mortgage Interest Rates    Source: Bank of England
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Average days to let by region (April of each year)  Source:  Hamptons International

LETTINGS

 he rapid bounceback in lettings 
demand in recent weeks may be 
heartening, with enquiries starting to 

surge as soon as the government re-opened 
the housing market in mid-May. But, despite 
this evidence of the pent-up desire to move, 
the economic consequences of lockdown on 
tenants’ incomes seems likely to continue to 
affect the level of rents. 

Meanwhile, April data provides early evidence 
of a possible longer-term shift in tenants’ 
preferences. Usually one-bedroom homes 
let most quickly. But in April, larger properties 
were the most sought-after, suggesting 
many people suspect that they will be 
working from home for a while and will be 
increasingly unwilling to tolerate the cramped 
conditions in small flats.  It also partly 

represents signs of the shift we’ve seen in the 
number of people looking to leave London, 
with many searching for a bigger home.  

The government’s order to stay home meant 
that the majority of tenants had little other 
choice but to extend their tenancies while 
in lockdown. As a result, in April it took 
an average of 29 days to let a home, an 
increase of five days over the same month of 
2019 -  the longest period since Hamptons 
International began its time-to-let analysis 
in 2013. At that time, it took an average of 
just 18 days to find a tenant in all regions. 

In April the slowdown was most marked in 
Wales, where a home that found a tenant 
had been available to let for 34 days, seven 
days longer than in April 2019. But Yorkshire 

T
and the Humber and the South East 
were also becalmed. In each of these 
regions, a home took an average of 
33 days to find a tenant. In April 2020, 
the time to let a home in the South East 
was 23 days. However, the tempo was 
speedier in the South West where it 
took 25 days to let a home, only three 
days fewer than in April 2019. This may 
be another indication of the new allure 
of countryside and seaside locations 
to citydwellers spending lockdown in 
homes with little or no green space.

In April, rents on renewed tenancies 
fell for the second month in a row. 
The £925 monthly average was down 
1.1% over a year. But this figure masks 
regional variations. The average in 
Scotland rose by 4.2% between April 
2019 and April 2020 from £622 to 
£648. There were increases too in the 
North, where the £609 average was 
up by 2.7%, and the Midlands where 
there was a 1.9% rise to £658 a month.

In London the average was 3.2% lower 
at £1,647, against £1,701 in April 2019. 
The average for the South East also 
declined by 2.4%. London and the South 
East were the only regions to record 
rent falls, and this reflects the areas 
where tenants’ incomes tend to be 
most stretched already. Unfortunately, 
this trend seems unlikely to change 
since the service industry jobs in 
these regions could be under threat 
this year, with jobs in hospitality and 
retail some of the most vulnerable.

Average rent of renewed tenancies (pcm) 

Region Ave. Rent 
(Apr-19)

Ave. Rent 
(Apr-20)

YoY Rental 
Growth

Greater London £1,701  £1,647 -3.2%

South East £997 £973 -2.4%

South West £763 £775 1.6%

East of England £917 £922 0.5%

Midlands £646 £658 1.9%

North £593 £609 2.7%

Scotland £622 £648 4.2%

Wales £610 £616 1.0%

Great Britain £935 £925 -1.1%

Great Britain 
excluding London

£738 £744 0.8%

Source: Hamptons International

Time to let
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SALES

Kissing goodbye to the bright lights

 here are two reasons for the new 
resurgence of the suburbs, one of 
the strongest trends of the summer 

of 2020.  Lockdown has been much more 
tolerable in a large-ish house with a garden. 
Moreover, for the moment, such homes 
appear relatively good value to the 
inhabitants of inner-city properties that have 
only a balcony and a tiny kitchen, far from 
ideal while restaurants are closed.

This price differential may not last, 
however, given the increased interest in 
leafy locations. Since April, 34% of the 
applicants who registered to a buy a home 
in such ‘super-burb’ areas as Hampstead, 
Richmond or Wimbledon are currently living 
in the middle of town.  During the same 
period last year, 27% of such applicants 
were inner-city types. Such demand for 
a move to the suburbs was last seen in 
2016, when many homeowners were also 

cashing in their Kensington and Chelsea 
gains to experience suburban living.

The burgeoning love affair with the suburbs 
reflects the differing pace in house prices 
across parts of the capital in 2019 and early 
2020. Up until June 2019, prices in inner 
London were falling faster than those in 
outer London. By September, however, 
inner London was recovering. During the 
second half of 2019, prime central London 
prices rose by an average of 1.3%. Growth 
in the elite neighbourhoods was 4%.

It was a different story in outer London where 
prices edged upwards by 0.9% during the 
second half of 2019. In the super-burbs, the 
increase was just 0.4%. This was the weakest 
growth in these locations since 2008, at 
the start of the global financial crisis. Outer 
London did not revive until February 2020, 
as the ONS house price index highlights. 

T

34%
of the applicants who 
registered to buy a home 
in the super-burbs came 
from inner London

Share of inner Londoners looking to buy in the suburbs 

Top 5 best & worst performing 
areas in the suburbs 

Top 5 best & worst performing 
areas in the super-burbs 

District Average  
Price

Annual 
Growth

1 RM2 £477,160 7%

2 HA0 £425,540 7%

3 DA17 £297,700 7%

4 SM2 £501,440 5%

5 RM11 £508,220 5%

5 NW7 £682,760 -6%

4 RM6 £321,970 -6%

3 N11 £477,310 -7%

2 TW7 £445,090 -8%

1 TW11 £686,800 -9%

District Average  
Price

Annual 
Growth

1 TW1 £838,520 8%

2 SW19 £823,340 1%

3 NW3 £1,407,600 1%

4 KT17 £544,740 1%

5 W5 £740,100 1%

5 E14 £471,750 -3%

4 TW9 £851,100 -4%

3 N3 £662,590 -6%

2 N6 £1,110,500 -7%

1 SW14 £896,640 -8%

Price performance in 2019 may be a guide 
to the places that are perceived to represent 
the best value now. London SW14 - which 
takes in Mortlake and East Sheen - was at the 
bottom of the super-burb league, with prices 
down by 8%. Nearby London TW1 – which 
encompasses Twickenham, St Margarets and 
Strawberry Hill -  was the leader, rising by 8%. 

Among the mainstream suburbs, London 
RM2, the area outside Romford took 
the crown with a 7% increase, indicating 
househunters were looking east for 
bargains. London TW11, that is Teddington, 
was at the bottom with a 9% decline.

The disparity between the fortunes of 
Mortlake and and St Margarets will be 
puzzling to those residents that know and 
love these places. But it may be better 
to focus on another key statistic. The 
average price in the super-burbs is 57% 
above its level of 2008, showing that the 
suburbs never really go out of style.

Source: Hamptons International & Land Registry

Source: Hamptons International
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FOCUS SPECIAL

Moving to the country

37%
of the Londoners 
registering to 
buy in a branch 
outside London 
in April were 
first-time buyers

 greater willingness to 
contemplate a move to the 
country may be one of the 

longer-lasting consequences of 
lockdown. Working from home – which 
was supposed to be a temporary 
arrangement -  seems set to become a 
way of life for more employees at every 
level in organisations. The length of the 
commute to London has always been a 
prime consideration in the choice of a 
home to buy or rent. But househunters 
are becoming more focused on such 
features as garden size and space for a 
home office. A kitchen table tends not 
to be a long-term substitute for a desk.

In April, Londoners accounted for 15% 
of those registering at a Countrywide 
group branch outside London, up 
from 8% in March. This may not 
immediately increase the total numbers 
of those leaving London this year: 
the pandemic will continue to make 
any type of relocation a challenge.  
But such migration may reach a new 
peak in 2021 if the rural idyll continues 
to exercise its current attraction. 

The desire to start a new life outside 
London last peaked in 2016 when 
75,690 urbanites bought outside the 

capital. Subsequently, the annual 
average has been about 73,000. 

The desire for views over fields has 
not only seized families. More than 
a third  - 37% - of the Londoners 
registering to buy in a branch outside 
London in April were first-time buyers, 
against 27%  in the same month of 
2019. This is yet more evidence of the 
challenges posed by trying to live and 
work in a small flat during lockdown. 

Most people hoping to leave the city 
want to move to a location in the South. 
Close to one-in-five (19%) applicants 
who registered in a Southern branch 
in April 2020 were Londoners. This 
was up from 12% in April 2019 and 
above the last peak of 13% in April 
2016.  Londoners made up 7% of those 
registering in branches in the Midlands, 
but there was a small annual fall in the 

A Most people hoping to leave 
the city want to move to a 
location in the South

LOCAL AUTHORITY
% OF APPLICANTS 

FROM LONDON
AVERAGE 

HOUSE PRICE

1 Broxbourne 78% £339,140 

2 Epping Forest 71% £451,540 

3 Dartford 64% £299,730 

4 Tandridge 61% £455,260 

5 Thurrock 58% £267,800 

6 Sevenoaks 56% £440,390 

7 Reigate & Banstead 47% £404,800 

8 Watford 44% £346,920 

9 Aylesbury Vale 43% £318,750 

10 Medway 41% £238,300 

11 Elmbridge 40% £593,080 

12 Luton 40% £232,420 

13 Gravesham 38% £284,190 

14 Mole Valley 36% £483,830 

15 Brentwood 34% £426,770 

Top 15 destinations for London leavers  (March - April 2020)

Source:  Hamptons International & Land Registry
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share of London applicants registering 
to buy in the North. The yearning to 
relocate to the Lake District may be 
strong, but, in practice, many workers 
suspect they will have to be in their 
central London office for one or two 
days a week, as lockdown eases. 

This is influencing the choice of 
relocation destinations: 25 out 
of the 50 local authorities with 
the highest proportion of London 
applicants were in the South East.  
And the traditional commuter 
hotspots remain the most popular.

Broxbourne in Hertfordshire was the 
most favoured destination in March 
and April with 78% of applicants from 

London. An average journey time of 
33 minutes to London Liverpool Street 
helps explain the area’s popularity: the 
average house price is £427,900. This 
puts it within the budget of the average 
Londoner shopping for a home in the 
shires which is £422,000. About 5% 
of those who pine for a place in the 
countryside have a £1 million budget. 

The analysis suggests that some are 
unsure whether they are ready for a 
permanent move out of town. One-in-
five of the people registering to rent a 
home with a rural branch in the South 
is coming from London. Best to try 
before you buy, perhaps, to find out 
if you will miss the urban lifestyle.

Share of applicants from London (April of each year)  Source: Hamptons International




