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Remortgaging pushes lending to Q2 high
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Themes & Trend Analysis

The Scottish Property Federation has reported that over, the first 4 months of this financial year,
there was a 2% drop in LBTT revenue. This contrasts with the market in January to March. Since
April, the market has weakened and shifted from the 15% year-on-year growth in revenue in Q1
to a 2% fallin Q2 compared to 2017.

Areport by RICS has found the housing market in Scotland has continued to outperform national

UK trends. There was a net balance of 36% more surveyors reporting an increase in prices in

Scotland, with the positive momentum forecast for the rest of the year. Simon Rubinsohn, RICS chief
economist, said: "As the latest RICS results highlights, in many parts of the country, including Scotland,
the housing market remains quite firm." However, market activity in Scotland is down on 2017

There was a strong upturn in remortgaging in the UK ahead of the August base rate announcement,
leading to a year-on-year increase of 23.1% in the number of remortgages and 26.1% increase in the value
of remortgaging in July. Elsewhere in the market, the number of loans to First Time Buyers (FTBs) increased
1% year-on-year, whilst mortgages for home purchase from home movers fell 3.8% nationally. In Scotland,
the number of FTB loans were down -3% in Q2 2018 YoY and Scottish Homes movers down -2%.

Revenue from LBTT slows

£235,782,008 £209,103,692

Housing Market Indicators

Mortgage Rates (BoE) Number of Mortgage Advances and Value (CML)
Type Mar18 Apr18 May18 Junl8 Jull8  Aug18 2017Q1 2017Q2 2017Q3 2017Q4 2018Q1 2018Q2
2 Year (90% LTV) Fixed 2.21 2.36 2.36 2.37 2.28 2.28 St Fisi T 7600 9600 9400 8800 6800 9300
2 Year (75% LTV) Fixed 1.49 17 1.7 173 173 175 Buyers (FTB) (£820m) (£1070m) (£1050m) (£980m) (£780m) (£1100m)
5 Year (75% LTV) Fixed 1.99 2.02 2.02 2.03 2.05 2.04 Scottish Home 6800 9400 9600 9100 6500 9200
StandardVariableRate 423 418 418 406 41 433 Moves (£1040m)_(£1460m) (£1530m) (€1370m)_(£1030m)_(€1460m)
77777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777 Source: CML
House Price to Earnings Ratio
Interest Rates (BoE)
Official Bank Rate 0.5 0.5 0.5 0.5 0.5 0.75 Scotland FTB 33 33 33 33 3.2 33
Mortgage Repayments as Percentage of Income
Source: Bank of England Scotland FTB 20.7 20.4 20.5 20.4 199 =

Source: Nationwide


https://www.insider.co.uk/news/scottish-house-prices-continue-rise-13233040
https://www.ftadviser.com/mortgages/2018/09/12/new-mortgage-lending-hits-highest-levels-in-decade/
https://www.insider.co.uk/news/lbtt-property-revenues-suffer-slowdown-13231928

Average house prices rise with low supply

Average house prices have seen positive growth in both Edinburgh and
Glasgow as low supply and falling transactions have supported values. In
Q2 2018, average values in Edinburgh were up 5.2% year-on-year, whilst
Glasgow outperformed the national average of 2.9% growth by returning
3.1% YoY. Aberdeen saw a slight fall of -1.5% during this period.

Average House Prices in Scotland and Main Cities, 2008-18
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Transaction levels fall across most of Scotland

Affordability pressures, limited available housing stock and low levels
of house building have meant that transaction volumes in many parts
of Scotland have been falling. This trend has been most pronounced in
markets with higher average house prices.

Change in Sales Volumes Q2 2018 vs Q2 2017
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Remortgaging drives mortgage lending to decade high

Remortgaging ahead of the base rate announcement in August
increased the total of Bank of England gross advances to £66.7bnin
Q2,3 6.4% increase on the previous year. A review of the breakdown
of lending shows that remortgaging filled the space left by falling forms
of other lending, especially for house purchase.
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Market turnover retreats in Q2 2018 in Scotland

The downturn in market transaction activity has meant that despite
rising average house prices the overall market value has retreated in
2018 by ¢.1.8% in the first half of 2018 compared to 2017. This has
mainly been due to a weak Q2 which saw a -4.3% fallin turnover.

Market Turnover of Property in Scotland, 2015-18
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LBTT revenue falls with weakening transaction levels

Having started the year positively with strong year-on-year growth
inreceipts, especially in the higher value brackets, Q2 saw weakening
activity impact on revenues. Overall, Q2 recorded a 2% fall in revenue,
led by declines in the lucrative price brackets over £325k, where the
majority of tax revenue is collected.

Year on Year change in LBTT tax receipts by 2018 quarter
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Scottish FTB and Home Mover lending weakens

In Scotland, the level of mortgage lending to FTB and Home Movers
for purchase have fallen back 5% year-on-year in the first half of 2018
compared to the same period in 2017. An 11% fall in the number of
FTBloansin Q1 2018 contributed to the overall fall.

Mortgage Lending in Scotland by Buyer Type, 2005-16
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