Coastal house prices plunge up to 16% as tax hikes and economic uncertainty hit buyer demand
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As spring approaches, the allure of coastal homes traditionally captivates many potential buyers. However, the current real estate landscape reveals a distinct shift: prices for coveted seaside properties are in decline. Once considered a surefire investment, coastal homes have seen significant reductions, providing opportunities for those looking to purchase without the hefty price tag.
Recent data from Lloyds reveals that in Salcombe, Devon—ranked as the second most expensive coastal area in the UK—house prices have slumped by 16 per cent over the past two years, translating to an average drop of £160,000 for properties previously valued at £1 million. Meanwhile, in Sandbanks, Dorset, the priciest coastal enclave, home values have decreased by three per cent, and Aldeburgh in Suffolk has experienced a similar downturn, with nine per cent lower prices. This trend suggests a larger market adjustment, influenced heavily by political decisions and economic factors that are reshaping buyer behaviour.
Analysis indicates that government policies targeting second homeowners have inadvertently led to broader economic repercussions. The introduction of a 17 per cent Stamp Duty for properties over £1.5 million and an even steeper 19 per cent for overseas buyers has dampened the once-thriving second-home market. This legislation, coupled with a sharp increase in council taxes—some areas reporting a rise of 100 per cent—has made ownership of second homes more burdensome. Jackie Stanley, an agent from Padstow, Cornwall, noted that many owners are reconsidering their investments in coastal properties as vacation rentals become untenable due to rising operating costs.
Nigel Bishop, who heads the buying agency Recoco Property Search, echoed these sentiments, noting a significant decrease in market momentum as uncertainty looms over the economy. Buyers appear hesitant, leading to reduced sales activity. Data from Savills indicates that the pricing peaks reached during the pandemic are being recalibrated; properties in prime coastal regions saw a 25 per cent increase from March 2020 to September 2022, followed by a sharp almost 13 per cent decrease, marking a dramatic reversal.
The broader implications of these market trends suggest a dual dilemma. While second homeowners face significant financial strains, locals seeking affordable housing continue to be priced out. The let market is struggling, particularly as many individuals who once dreamt of a coastal lifestyle during the pandemic have returned to city life, selling their houses and exacerbating the downward pressure on prices.
Barriers are appearing across various coastal hotspots. Areas like Swanage, Dorset, and St Ives, Cornwall, are struggling to attract buyers, reports indicate that properties are languishing on the market longer than before, often selling below asking prices. Despite these challenges, some regions, such as Rutland and the Cotswolds, manage to defy the overall trend, where property values remain robust.
Real estate experts suggest that now presents a unique opportunity for buyers, as sellers, acknowledging the slowing market, are making significant price reductions in a bid to stimulate interest before the arrival of winter. For instance, in West Sussex, properties have seen reductions ranging from £50,000 to £500,000, demonstrating how sellers are adjusting their expectations in response to market realities.
Tim Day, managing director of Suffolk Coastal estate agents, remarked on the notable slowdown in the spring market, attributing it to the compounded effects of increased tax obligations and economic hesitation among buyers. The recovery could be on the horizon as experts predict improved conditions in 2024, should inflation rates decrease and mortgage rates stabilise.
In this evolving landscape, the potential for bargains remains a beacon of hope for prospective coastal homebuyers, albeit against a backdrop of significant changes in buyer intent and market conditions that will likely shape future purchases.
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