Barratt Redrow sales dip as UK housing market faces slower recovery and London demand weakens
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The UK housing market continues to navigate a complex landscape shaped by economic pressures, shifting buyer behaviour, and evolving government and regulatory interventions. Barratt Redrow, a leading homebuilder, revealed in its recent fiscal update that sales fell short of expectations, with 16,565 homes sold against a guidance range of 16,800 to 17,200 for the year ending June 2025. The company attributed this underperformance principally to high interest rates and a notable decline in international buyers, particularly in London, where demand remains weak. CEO David Thomas highlighted a significant drop in first-time buyers in the capital and indicated the business is seeking to stimulate interest through innovative products such as rent-before-you-buy schemes and shared equity options. Despite near-term challenges, Barratt Redrow remains confident in its medium-term target of building 22,000 homes annually, projecting sales of between 17,200 and 17,800 for the current fiscal year.
The wider housing market reflects a similar sentiment of caution. The London market, in particular, is described as “challenging,” with fragile demand both domestically and internationally. Consumer hesitancy is largely shaped by affordability difficulties and economic uncertainty. Recent data suggests that while some modest improvements in mortgage competition and availability are emerging, these have not yet translated into a substantial rebound in housing transactions. The Bank of England’s recent easing of mortgage lending restrictions aims to alleviate some of the pressure on prospective buyers. By allowing individual lenders to exceed the previous 15% cap on high loan-to-income mortgages, the Bank hopes to make financing accessible to more first-time buyers. However, the Bank noted that deposit requirements continue to be a more significant barrier, and high LTI lending still accounts for less than 10% of total lending, underscoring the slow pace of market adaptation.
Mortgage rates in the UK have shown encouraging signs of easing, as major lenders engage in competitive pricing to attract buyers. Average two- and five-year fixed rates have declined to just above 5%, with some deals dropping below 4% for low-risk borrowers. This downward trajectory is driven by falling swap rates and expectations of a forthcoming Bank of England base rate cut. Market watchers point to an intensifying 'price war' among lenders such as HSBC, Halifax, Barclays, and Nationwide, making borrowing costs more affordable for a broader segment of buyers, including first-time purchasers, remortgagers, and self-builders. However, experts caution that these attractive rates may not last indefinitely if lender funding costs rise or profit margins are squeezed, urging prospective buyers to act swiftly to lock in favourable terms.
The government is also stepping up efforts to support homebuyers with the imminent launch of a permanent mortgage guarantee scheme called 'Freedom to Buy.' Announced by Chancellor Rachel Reeves and set to be detailed shortly, the initiative will enable borrowers to access 95% loan-to-value mortgages with just a 5% deposit. By backing these loans, the government aims to reduce risk for lenders and encourage a more stable mortgage supply, particularly during economic downturns. While the scheme has garnered support from housing policy experts and smaller lenders for the stability it promises, some mortgage brokers remain sceptical about its effectiveness in overcoming lenders' conservatism. The plan caps government liability at £3.2 billion and requires lenders to pay fees to offset potential losses, aiming to balance support with fiscal responsibility.
House price trends in 2025 have been influenced by a mix of factors including stamp duty holiday changes, regional supply variations, and fluctuating buyer activity. After a surge early in the year due to tax incentives, prices dipped slightly in June, with figures from Nationwide showing a 0.8% fall and Halifax reporting no growth. Nevertheless, annual house price growth remains modestly positive between 2% and 2.5%, supported by strong employment levels and rising incomes. Regional disparities are increasingly pronounced: London and southern England experience subdued growth and an oversupply of housing, while northern and rural markets, buoyed by lower prices and limited inventory, show more robust appreciation. Northern Ireland stands out with a notable 9.5% annual increase. Market analysts remain cautiously optimistic, forecasting moderate home price increases through the year, reflecting a market in gradual recovery but still tempered by affordability challenges.
In summary, the UK housing market is at a critical juncture. While mortgage rates are easing and government initiatives strive to enhance access to financing, consumer caution driven by economic conditions and affordability issues continues to suppress demand, especially in London. The combination of regulatory adjustments, competitive lending, and new policy measures may gradually unlock latent demand, but the market’s recovery is likely to be uneven and dependent on broader economic stability and affordability improvements.
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