Briefing note: SE London housing market (August 2008)

The SE London Housing market bulletin for the 4th quarter of 2007-8 was produced in June 2008. It also included reference to changes in house prices between March and April 2008. Other sources of data also contribute to being able to identify some particular trends in SE London’s housing market.

House prices
· Parts of London (Westminster, Hammersmith & Fulham, Ealing, Camden, Hackney, Brent and Islington) saw house price increases of over 10% in 2007-8. However SE London did not – all boroughs experienced increases of less than 5% and Bexley (along with Newham) was one of 2 London boroughs that experienced an overall price decrease.

· The above suggests that 2007-8 price increases were greatest in the highest value areas. It’s possible that the same applies to within SE London – e.g. it’s relatively low value Bexley that sees the least increase or an actual decrease. If this is the case we can expect to see relatively higher value or more “desirable” parts of the sub region such as Bankside, Dulwich, Blackheath/West Greenwich and the leafiest parts of suburban Bromley maintaining values whereas lower value areas such as the riverside area between Woolwich and Erith lose value.

· Between March and April 2008 house prices in London dropped by an average of 0.9% - however Bexley was the only SE London borough to experience a drop in value greater than this and since April 2008 it has not been possible to detect any further drops in house prices in SE London.
· SE London Housing Partnership has been producing a housing market bulletin since March 2005. Each bulletin can be found on the Publications page of the partnership’s website (www.selondonhousing.org). The bulletins give a detailed breakdown or house prices and rents (e.g. by postcode and property type, and more recently by ward) for the previous 6 month period. Unfortunately the data source for house prices changed in 2007 and it is not possible to make a meaningful comparison of house prices from all the bulletins, although an overall increase after March 2005, particularly marked in 2006-7, is clearly discernible.

Affordability

· A recent report produced by Steve Wilcox on behalf of Hometrack suggests a significant difference in affordability within the sub region – with Southwark house prices estimated to be over 6 times greater than Southwark incomes whereas Bexley house prices are estimated to be less than 4 times greater than Bexley incomes. Presumably Bexley house prices would be estimated to be less than 3 times Southwark incomes. NB Incomes in this context refer to the earned incomes of individuals aged 20 to 39 (i.e. a proxy for First Time Buyers).

Shared Ownership Sales

· Complete information on housing association’s sales of new shared ownership properties (“New Build HomeBuy”) is not yet available but what has been received covers the majority of sales. Initial findings are consistent with last 2 years in terms of income levels (£27,600 being the average household income of a shared ownership purchaser in SE London in 2007-8) and shares purchased (c. 40%). The proportion of sales to existing tenants (8%) would appear to continue a gradual downward trend but may still compare favourably with elsewhere in London.
Rents

· Information on rent levels within the bulletins often appears more volatile with sometimes small samples resulting in apparently inexplicable rises and falls. Nevertheless a selection of property types in particular postcodes points to increases in rents of between 16% and 36% between March 2005 and March 2008.  Such increases would suggest little difference in increases between rents and house prices in SE London over this period.

Sub Prime Mortgages
· Information provided by Savill’s refers to the proportion of mortgages that are ‘sub prime’. In common with many East London boroughs, but nowhere else in London or the South East, Greenwich, Lewisham and Southwark have relatively high levels of over 9% whereas both Bexley and Bromley are less than 5%. Further investigation would be needed to ascertain whether this was particularly connected to the Buy to Let market or was likely to result in a significantly increased number of repossessions.

Repossessions
· Nationally, information on repossessions shows a marked increase over the last year. However information for the 3 Courts (Bromley, Lambeth, Woolwich) that cover SE London shows overall a very slight increase in mortgage possession claims but a decrease in orders when the first two quarters for 2007 are compared to the first two quarters for 2008.
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