Barratt Redrow trims UK home sales forecast amid London market slump
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UK housebuilder Barratt Redrow has reported a shortfall in home sales for the fiscal year ending in June 2025, selling 16,565 homes compared to its initial guidance of 16,800 to 17,200. The company attributed the weaker sales primarily to high interest rates and a significant drop in international buyers, particularly affecting the London market. The firm's CEO, David Thomas, highlighted that first-time buyer numbers in London have fallen notably. To counter these challenges, Barratt Redrow has introduced new buyer incentives such as rent-before-you-buy schemes and shared equity products. Despite the disappointing year, the company remains optimistic about the future, targeting sales between 17,200 and 17,800 homes in the next fiscal year and maintaining a medium-term ambition to build 22,000 homes annually. Analysts, however, remain cautious, questioning if these challenges are simply short-term delays or indicative of deeper structural issues exacerbated by broader planning reforms.
The London housing market has been particularly difficult, with demand subdued from both domestic and international buyers. Barratt Redrow noted consumer caution remains strong, driven by the current economic climate and affordability challenges, despite some improvements in mortgage market competition and availability. This ongoing sensitivity underscores the complex environment homebuyers currently face.
Recent trends in UK mortgage lending present a mixed picture. While major lenders such as HSBC, Halifax, Barclays, and Nationwide have been cutting fixed and buy-to-let mortgage rates in an attempt to attract borrowers, average two-year fixed rates have only just dropped to around 5.05%—the lowest since September 2022. Factors influencing these reductions include falling swap rates and the Bank of England’s current decision to hold interest rates steady at 4.25%, with markets cautiously anticipating future rate cuts. However, this relief is uneven; some lenders, including HSBC and Santander, have recently increased mortgage rates, reflecting volatile market conditions and a less certain economic outlook. Borrowers are advised to act promptly and compare deals carefully, paying attention to long-term affordability amid this competitive yet fluctuating mortgage landscape.
The wider financial system is also experiencing shifts with regulatory changes benefiting smaller challenger banks. The Bank of England’s revised capital rules aim to level the playing field, easing regulatory burdens on these smaller lenders and potentially boosting competition in the £1.7 trillion UK mortgage market, long dominated by major banks like Lloyds, NatWest, and Barclays. Enhanced competitiveness from smaller players could reshape mortgage lending, providing more options for borrowers and mitigating consolidation pressures within the banking sector.
Meanwhile, major lenders like Santander have increased their UK mortgage market share by aggressively competing for new customers, despite their overall net profit falling by 23% in the recent quarter. This dynamic illustrates the high-stakes environment in UK mortgage lending, where banks are balancing profit margins against the need to attract increasingly cautious buyers.
Political developments may further influence the mortgage market landscape. The Labour Party, under Keir Starmer, is proposing policies aimed at protecting consumers from mortgage market volatility and the cost of living crisis, including reviewing longer-term fixed rate mortgages. While these measures seek to bolster financial resilience for households, they could constrain bank profits over time and shift the balance of the mortgage market towards more consumer-friendly terms.
Overall, the current housing and mortgage market reflects a complex interplay of economic pressures, regulatory changes, competitive dynamics, and political considerations. Barratt Redrow's sales performance is a clear example of these challenges, particularly in London, while shifts in mortgage rates and increasing competition among lenders offer potential glimmers of relief. However, uncertain economic conditions and evolving policy frameworks suggest that both buyers and lenders will need to navigate continued volatility in the months ahead.
📌 Reference Map:
Paragraph 1 – [1], [2] 
Paragraph 2 – [1] 
Paragraph 3 – [3], [7] 
Paragraph 4 – [4] 
Paragraph 5 – [5] 
Paragraph 6 – [6] 
Paragraph 7 – [1], [2], [3], [4], [5], [6], [7]
Source: Noah Wire Services
Bibliography
1. https://www.standard.co.uk/business/business-news/london-stocks-dow-jones-industrial-average-new-york-investors-b1238332.html - Please view link - unable to able to access data
https://www.ft.com/content/39f9abd1-ea4a-44ac-bbb3-24dfa39e8103 - Barratt Redrow, a UK housebuilder, reported lower-than-expected home sales for the fiscal year ending in June 2025. The company sold 16,565 homes, missing its April guidance of 16,800–17,200. The shortfall was attributed to high interest rates and a decline in international buyers, particularly in London. CEO David Thomas highlighted reduced first-time buyer numbers in London and revealed ongoing efforts to attract buyers through new incentives like rent-before-you-buy schemes and a shared equity product. For the 2026 fiscal year, Barratt anticipates selling 17,200–17,800 homes and maintains a medium-term goal of building 22,000 homes annually. Analysts remain cautious about whether the current market challenges are temporary delays linked to broader planning reforms. (ft.com)
https://moneyweek.com/personal-finance/mortgages/latest-UK-mortgage-rates - UK mortgage rates are currently on a downward trend, with major lenders such as HSBC, Halifax, Barclays, and Nationwide reducing their fixed-rate and buy-to-let mortgage deals. For instance, HSBC is making its third rate cut in two weeks, indicating aggressive competition among lenders. Average two-year fixed rates have dropped to 5.05%, the lowest since September 2022, with five-year rates at around 5.04%. Factors contributing to rate reductions include falling swap rates, the Bank of England's decision to hold interest rates at 4.25%, and expectations of future rate cuts. Experts suggest that more reductions may come later in the year, depending on economic indicators like inflation and GDP. The Financial Conduct Authority (FCA) is also reviewing mortgage regulations to better support homebuyers. While lower mortgage rates are welcome news for borrowers, those with maturing fixed deals or variable-rate mortgages should consider switching to avoid higher costs. Over 80 mortgage products now offer rates below 4%. Borrowers are advised to compare deals carefully, considering fees and their long-term affordability, and to take action early as competition intensifies among lenders. (moneyweek.com)
https://www.reuters.com/business/finance/britains-challenger-banks-boosted-by-capital-rules-revamp-2024-09-12/ - The Bank of England has revised capital rules, benefiting smaller UK challenger banks by easing regulatory burdens. These changes, designed to align with global Basel III standards, aim to strengthen the financial system and enhance competitiveness. The amendments narrow the gap between standardised and internal risk models, allowing smaller banks to better compete with larger rivals. This regulatory adjustment, expected to lower operational costs and reporting burdens, has driven stock gains in several smaller lenders like Metro Bank and OSB Group. This move is anticipated to increase competition within the UK’s £1.7 trillion mortgage market, currently dominated by major players like Lloyds, NatWest, and Barclays, which hold over 71% market share. Facing pressure from rising costs, these regulatory changes provide an opportunity for smaller banks to grow market share independently, potentially mitigating the need for mergers. (reuters.com)
https://www.ft.com/content/3131fa0c-fc32-49b2-b0b8-e1434822461f - Santander experienced a 23% drop in UK net profit to €325 million in the second quarter as it increased its market share in the fiercely competitive mortgage sector. Despite a record global quarterly profit of €3.2 billion, driven by strong performances in Spain and Brazil, the UK market proved challenging due to efforts to attract new mortgage customers. The bank's share of new mortgages grew to 10.5% after a drop last year when it focused on profit margins over market competition. Expectations of a cut in the Bank of England's borrowing rates have led to lower mortgage rates and increased demand. In Spain, Santander's net profit rose by 48% to €984 million, while in Brazil, lower central bank rates boosted net profit by 64% to €580 million. However, Santander faced a €687 million loss in Argentina due to adjustments for hyperinflation. Santander's shares went up by 3.2% following this announcement. (ft.com)
https://www.reuters.com/world/uk/consumer-focused-lending-under-labour-could-dent-uk-bank-profits-2024-06-21/ - Britain's Labour Party, under leader Keir Starmer, has been attempting to appeal to both business-owners and financiers by promising stability and balanced taxation. Despite recent record profits for major lenders like HSBC, Barclays, Lloyds, and NatWest, Labour's proposed policies are expected to push banks to improve the financial resilience of consumers and households affected by mortgage market volatility and the cost of living crisis. Labour plans to review the benefits of longer-term fixed rate mortgages to protect homeowners from variable interest rates, possibly leading to further changes favouring consumers. While unlikely to impose windfall taxes or overhaul bank interest payment systems, Labour's other policies, such as opening banking hubs and promoting home ownership schemes, may impact banks' earnings over time. Furthermore, the potential decrease in interest rates and the focus on fair value in credit card and current account markets could further pressure bank profits. (reuters.com)
https://www.ft.com/content/a538f364-ac7f-46fb-bc13-f658c8ba0c4a - Several UK lenders, including HSBC, Santander, NatWest, and Nationwide, have increased mortgage rates, indicating a slowdown in competitive rate offerings as expectations of immediate Bank of England interest rate cuts decrease. The average five-year fixed-rate mortgage increased from 5.18% to 5.3%, and the average two-year deal rose from 5.56% to 5.71%. This trend comes amidst the cost of living crisis and as Prime Minister Rishi Sunak demonstrates support for homeowners ahead of a possible general election. Despite recent bond market rallies which previously lowered rates, mortgage offers are expected to remain volatile. Recent data showed the UK economy entered a technical recession in late 2023; however, improved business activity in February 2024 suggests potential recovery. Market analysts predict that mortgage pricing fluctuations will continue in response to economic conditions, with sub-4% deals likely unavailable temporarily. Swap rates, critical for pricing mortgages, have also increased, reflecting the changing economic outlook. (ft.com)
image1.jpg




