UK housing market slows as budget uncertainty and tax fears overshadow prospects for 2026
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The UK housing market is currently grappling with a palpable sense of uncertainty as it awaits the government's upcoming Autumn Budget, which many hope will provide clearer direction but may also intensify existing pressures. Recent data, notably from the RICS UK Residential Market Survey for October 2025, reveals a marked slowdown: buyer enquiries have declined to their lowest since April, with a net balance of -24%, while sales activity also dipped, reflecting widespread hesitancy among buyers and sellers alike. This tentative stance stems largely from fears about potential tax changes affecting property ownership, particularly concerning stamp duty, capital gains tax, and inheritance tax, which are causing notable caution around higher-value properties, especially in London. Agents report a decline in transactions for homes priced above £1 million, and new vendor instructions have slumped to levels unseen since 2021. Price growth is subdued, projected to soften further in the short term, although some surveyors expect modest improvements in 2026. These subdued conditions are expected to persist through the remainder of 2025, with any meaningful recovery unlikely before early 2026 once the budget's impacts become clearer and seasonal factors improve.
The commercial property development sector is mirroring this general market fragility. Taylor Wimpey, one of the UK’s largest homebuilders, reported that its net private sales rate per development fell to 0.63 homes per week between late June and early November 2025, down from 0.71 in the same period the previous year. The company attributes this slowdown to pre-budget uncertainty combined with enduring affordability issues. CEO Jennie Daly highlighted that while market conditions remain challenging, unlocking increased housing supply depends critically on reactivating effective demand, particularly among first-time buyers who continue to face financial constraints. Despite these hurdles, Taylor Wimpey retains its annual targets, anticipating UK home completions in the range of 10,400 to 10,800 and projecting a stable operating profit around £424 million. The firm also notes some positive progress through enhanced cooperation with local authorities, which is aiding planning approvals, an encouraging sign amid the broader market slow-down.
Similarly, other leading housebuilders echo concerns about budget-related uncertainties exacerbating existing affordability and market confidence issues. Barratt Redrow has flagged that speculation about potential increases in stamp duty and overall economic headwinds, such as high inflation and weak consumer confidence, are likely to further dampen sales prospects for the fiscal year 2026. However, Barratt Redrow’s CEO, David Thomas, expressed confidence in the long-term fundamentals of the UK housing market despite these short-term challenges. Meanwhile, Persimmon remains cautiously optimistic, reporting steady sales rates and maintaining its annual home completion targets amid continued economic uncertainty and mortgage rate volatility. Industry analysts suggest that while short-term volumes may stay subdued, some growth is expected to return in 2026 as market conditions gradually improve.
The impact of proposed tax reforms looms large over the market, with reports underscoring the chilling effect these have had, especially in the premium sector. Speculation that Chancellor Rachel Reeves might introduce a national property tax on homes over £500,000 and impose capital gains tax on sales of properties exceeding £1.5 million has driven a measurable drop in buyer demand and new listings for high-value homes. According to the Zoopla House Price Index from September 2025, demand for properties above £500,000 fell by 4%, with a sharper 11% decline for homes over £1 million. In contrast, demand and price growth remain more robust in lower-priced regions, such as Kirkcaldy and Oldham. Experts note that serious buyers may benefit from acting promptly, given the typical property transaction timeline of six to seven months and the risk of missing opportunities amid growing market caution.
Renters in the UK are also feeling squeezed, with a Barclays report highlighting that rising rent and mortgage costs, alongside increasing utility bills, are outpacing inflation and eroding disposable incomes. This financial strain limits renters’ ability to save for home purchases, contributing to low confidence in their likelihood of buying a home soon. Only a minority of renters expect to purchase property within the next five years, reflecting broader economic uncertainty and challenging affordability. The report underscores that renting is often now more costly than owning a mortgage, consuming a larger share of income and placing financial strain on many households. This dynamic feeds into the cautious atmosphere permeating the housing market overall.
Taken together, these factors paint a complex picture of the UK housing market in late 2025. The sector finds itself in a "holding pattern," awaiting government clarity on fiscal measures that will critically influence buyer and seller behaviour. While these uncertainties and affordability constraints are likely to suppress activity through the end of the year, industry voices remain alert to the possibility that clear, well-targeted policies could revive demand and stability. The coming months are therefore pivotal, with the Budget announcement poised to either halt the market's current slowdown or deepen it further, underscoring the delicate balance facing the UK's housing sector.
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