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Winnington Road, London home

 
By FORREST  CARDAMENIS

The United Kingdom's impending European Union referendum is causing London's housing market to falter,
according to a Knight Frank report.

The city's annual growth rate slowed to a mere tenth of a percent in May, its  lowest rate since October 2009. Despite
the anxieties of a potential withdrawal from the European Union, signs of pent-up demand and a new mayor cast a
more hopeful outlook on the market.

"The market has become price-sensitive due to higher levels of stamp duty, but an indication of the Brexit effect is
that demand in May has remained subdued even for properties where asking prices have fallen by 10 percent or
more," said Tom Bill, head of London residential research at Knight Frank. "Demand was already more restrained
as a result of the impact of two stamp duty increases in the space of 18 months."

Brexit
On June 23, the British electorate will vote on the United Kingdom European Union membership referendum,
commonly known as "Brexit," which could see the country withdrawal from the union. The economic uncertainty
that could accompany the withdrawal is leading many to wait on purchases.

Kensington, London home

Brexit has hampered demand despite a decrease in asking prices of more than 10 percent. Additionally, the number
of active buyers has halved over the last year, a trend tied into larger economic volatility and slowing market but
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attributable in part to the EU Referendum.

Polls are close but generally suggest the country will not leave the European Union. Experts are predicting that
undecided voters will opt to stay once they enter the voting booth, preferring the familiarity of membership to the
uncertainty that leaving will create.

Moreover, with Brexit rather than recent stamp duty rate increases being the cause of stagnated demand, buyers
could re-enter the market after the vote. Viewings between January and April are up 31 percent compared to the same
timeframe in 2015, suggesting interest from buyers.

Still, Knight Frank estimates that for every available property there are only 4.8 active buyers, less than half the
number from last year. Accordingly, prices have continued to slow, with growth of just 2.4 percent over the last two
years.

Winnington Road, London estate

In addition to Brexit, the election of Sadiq Khan as mayor of London also has implications for the housing market.

Mr. Khan has expressed a desire to increase the number of affordable homes and increase the number of houses
built annually to 50,000, double today's number, by 2020. Additionally, he has talked about tightening restrictions on
overseas buyers.

While the impact more affordable housing will have on the luxury market is harder to predict, restricting overseas
buyers will likely create a drop in demand and further curtail price growth. The mayoral race led to the more
concrete goals and numbers, incentivizing Mr. Khan to stick to them.

Wildwood Road London home

"What was unusual about the 2016 Mayoral election was that enough numbers were traded by the candidates to
create a measurable benchmark, which his opponents in 2020 will point to if he falls short," Professor Tony Travers,
a local government expert at the London School of Economics, told Knight Frank for the report. "With that in mind he
needs to keep developers broadly onside."

Ups  and downs

Despite decelerating growth, London still boasts the most expensive real estate in the world.
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Nevertheless, stagnation in the luxury real estate market of the world's biggest cities is counterbalanced by the
emergence of new hubs, according to a new report by Christie's International Real Estate.

London and New York have slowed down recently, but less prominent markets that were slower recovering from the
recession are continuing to perform admirably. With the post-recession boom over, exchange rates and a host of
other political and financial concerns have shaken up the market, creating opportunities and challenges heavily
dependent on geography (see story).

Overall, prime residential real estate continued its steady climb in the first quarter of 2016, according to a Knight
Frank report released earlier this month.

The index increased 3.6 percent, within the 3-4 percent window observed every quarter since late 2014. However,
this is a result of a handful of booming markets rather than stable growth across the board, meaning the 3.6 percent
number obscures the fall of some markets (see story).

"Despite the looming referendum, there are signs underlying demand is strengthening as buyers drop asking prices
to reflect higher transaction costs," Mr. Bill said.
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