London housing market growth slows amid policy uncertainties and regional disparities
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The London housing market has experienced a subdued atmosphere this year, largely influenced by economic uncertainties and prospective changes in the tax landscape. According to property consultancy Savills, speculation around reforms such as adjustments to stamp duty, the potential introduction of a mansion tax, and other tax increases have caused many buyers and sellers to adopt a cautious stance, effectively putting transactions on hold as they await more clarity, particularly from the forthcoming autumn Budget.
Looking ahead, Savills forecasts a modest 13.6% rise in average property values in London by 2030. This projected growth is notably slower than the anticipated 22% increase across the UK as a whole. Regional disparities are expected to persist, with northern areas such as Yorkshire and the North East poised to witness the most robust house price growth over the same period.
The current market lull aligns with recent data from the Office for National Statistics (ONS), which revealed a £4,000 drop in the average UK house price over the year leading to December 2023—a 1.4% decrease. London stood out with the steepest price decline, experiencing a 4.8% fall. Meanwhile, the rental market tells a different story. The private rental sector recorded a record-high annual increase, with rents rising sharply amid continuing pressures on affordability and supply.
Further underscoring the market’s shifting dynamics, house price growth in the UK slowed to its weakest pace in over three years as of March 2023. The average home price reached £287,880, marking just a 1.6% annual increase, with London showing almost stagnant growth at 0.1%. Earlier in the year, prices had fallen for seven consecutive months, and the capital recorded a 1.4% annual decline with an average property price around £511,293 during the first quarter.
This slowdown is attributed to a combination of factors including economic pressures, rising living costs, and changing buyer preferences. Higher mortgage rates and tighter lending conditions have also dampened demand, contributing to a decrease in the number of property millionaires across Britain—down by 60,000 in 2023, as noted by Savills. Despite this decline, the total number of property millionaires remains elevated compared to figures from 2019, reflecting the longer-term value growth in parts of the market.
Overall, while London continues to be a significant and complex market, its growth trajectory appears more restrained than in other regions, shaped by ongoing economic uncertainty and evolving fiscal policies. This environment invites cautious optimism tempered by the need for careful monitoring of policy outcomes and market responses in the coming years.
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