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(Updated – 8 July 2022) 

Weekly Economic and Construction Update 

 

LATEST INFORMATION 

1) UK Housing and Construction Ministers (July 2022):   

Housing Minister Stuart Andrew and Construction Minister Lee Rowley resigned this week, which 

means that industry will have its 7th housing minister (announced today as Marcus Jones MP) in the last 5 

years averaging 11 months each and its 9th Construction Minister in the last 5 years, averaging just 8 

months each. 

 

The upheaval in government is unlikely to affect construction activity on the ground, but we’ve already 

been told by civil servants that we should expect some important policy discussions to slow, given the 

absence of ministerial direction.   
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2) S&P Global/CIPS UK Construction PMI (June 2022):  

The S&P Global/CIPS UK Construction PMI was 52.6 in June, down from 56.4 in May, but still above the 

50.0=no monthly change mark for the 17th consecutive month. However, it was the slowest rate of 

expansion since September 2021. Civil engineering was the most strongest sub-sector in June (54.3, 

compared with 55.5 in May), illustrating growth but at a slower rate than in May. The commercial index 

was at 54.3, down from 59.8 in May. House building was the weakest-performing area and with an index 

of 49.3, signalled a downturn in residential work for the first time since May 2020 according to S&P 

Global/CIPS. 

  

June data pointed to a further rise in total new orders, but the rate of expansion softened to its weakest 

since October 2021. Some construction companies noted a lack of new work to replace completed 

projects due to economic uncertainty and inflation concerns. Efforts to boost capacity in response to 

greater overall workloads contributed to another robust rise in staffing numbers during June and 

respondents once again commented on shortages of candidates to fill vacancies despite higher wage 

offers. 

Input buying meanwhile increased at a much slower pace than in May, with the latest expansion the 

weakest since the start of 2021. The loss of momentum was attributed to weaker new order growth 

and, in some cases, a smaller degree of safety stock building. Suppliers' delivery times lengthened again in 

June, but the downturn in performance remained less marked than that seen in the first quarter of 2022. 

Staff shortages and a lack of transport availability were the most commonly cited reasons for longer wait 

times for construction products and materials. 

Around 71% of the survey panel reported higher purchasing prices in June, while only 1% signalled a 

reduction. The resulting index signalled a rapid pace of cost inflation that was slightly faster than in May, 

albeit still below the survey record high seen in June 2021. Higher prices paid mostly reflected rising 

energy, fuel and transportation costs. 

 

Looking ahead, around 36% of construction companies anticipate a rise in business activity, compared to 

17% that expect a decline. While this highlighted positive sentiment overall in June, the degree of 

optimism signalled was the lowest since July 2020. Weaker business confidence has now been recorded 

for five months running, largely reflecting subject growth expectations for the UK economy, alongside 

uncertainty about the impact of higher interest rates and escalating inflationary pressures. 

 

https://www.pmi.spglobal.com/Public/Home/PressRelease/d3d6d044f00449e5a6c5cd3590c6e72c
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3) BEIS UK Building Materials Prices (May 2022):  

There was a further rise in the UK construction materials prices as the spikes in energy costs and 

commodity prices continue to feed through. Prices in May 2022 were 27.2% higher than a year ago 

according to BEIS. This compares with a 19.3% in prices in February (prior to the invasion of Ukraine 

and the subsequent energy cost and commodity price spikes) and also compares with last year's peak of 

23.7% in October 2021 (when there were availability issues). Note prices in May were not only 27.2% 

higher than a year ago but also 43.5% higher than in January 2020, pre-pandemic, yet the full impact of 

energy cost and commodity price rises after Russia's invasion of Ukraine on prices has not fully fed 

through and will come through in the next 6 months due to pre-purchasing and forward contracts.  

 

Materials inflation varies considerably by product, with the sharpest price rises in the year to May on 

steel products such as concrete reinforcing bars (65%) and fabricated structural steel (53%) as 13% of 

UK construction steel imports are from Russia and Ukraine so supply is affected and there is a rise in 

demand and price from other sources. Plus recent commodity price spikes have led to iron ore and 

steel price rises plus steel is energy-intensive and energy costs account for 25%-33% of total costs for 

energy-intensive manufacturers so these are also contributing to the sharp price rises. The largest 

impacts of the price rises will be on smaller specialist sub-contractors, particularly those on fixed-price 

contracts signed up to 12+ months ago. They are also the firms that suffered most from skills shortages, 

IR35, reverse charge VAT, rising P.I. insurance costs and last year's materials availability and price 

inflation issues so construction should expect to see further rises in specialist sub-contractor 

insolvencies (and construction insolvencies in April 2022 were already 44% higher than pre-pandemic 

even before the recent price rises) despite construction output 2.6% higher than pre-pandemic.   

 

https://www.gov.uk/government/statistics/building-materials-and-components-statistics-june-2022
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4) Bank of England UK Mortgage Approvals (May 2022):  

There were 66,163 mortgage approvals in the UK in May 2022 according to the Bank of England. This is 

0.1% higher than in April and 23.4% lower than a year ago during a period last year in which transactions 

were buoyed by the extended Stamp Duty holiday and unconstrained Help to Buy deadlines. UK 

mortgage approvals in May 2022 remained broadly flat, as expected, at the pre-pandemic average 

remained 1.2% higher than the average number of mortgage approvals between 2018 and 2019.  

 

UK mortgage approvals in April 2022 also remained 1.0% higher than in the same month in 2019 but 

May 2022’s marginal rise in mortgage approvals follows on from three monthly falls previously since the 

start of the year and points towards a decline, towards pre-pandemic trends in property transactions. 

The key question for the housing market will be whether we see transactions remain at pre-pandemic 

trends or continue the downward trend since the start of the year. Given, a slowdown in the wider 

economy in the final quarter of the year and falling real wages this year, we would expect a slowdown in 

demand over the next 12 months. As highlighted in previous updates and the CPA forecasts, it is likely 

that lower housing demand this reflected more in mortgage approvals and property transactions than 

house prices (as lower demand is partially offset by lower supply) unless unemployment rises 

significantly and we see a rise in forced sellers. 

 

https://www.bankofengland.co.uk/boeapps/database/fromshowcolumns.asp?Travel=NIxAZxSUx&FromSeries=1&ToSeries=50&DAT=RNG&FD=1&FM=Jan&FY=1993&TD=31&TM=Dec&TY=2025&FNY=Y&CSVF=TT&html.x=66&html.y=26&SeriesCodes=LPMVTVX&UsingCodes=Y&Filter=N&title=LPMVTVX&VPD=Y
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5) Persimmon Trading Update (July 2022):  

Persimmon reported for the period 1 January 2022 to 30 June 2022 that it had delivered 6,652 new 

homes in the first half of the year compared with 7,406 last year, slightly lower than previously expected 

due to further delays in the planning system and material and labour shortages. Total revenues for the 

period were £1.69 billion compared with £1.84 billion in 2021. The average selling price increased by 

4.0% year on year in the first half to around £245,600 compared with £236,199 in 2021. Rising energy 

prices, supply constraints on certain materials and increased labour costs are driving upward pressure 

on total build costs. Currently, house price inflation is continuing to offset these increases. As a result, it 

expects a housing gross margin slightly ahead year on year although the lower number of completions 

will result in a slight fall in operating margin. Persimmon also stated it currently has around 1,500 plots 

affected by Natural England's nutrient neutrality guidance, which were due for delivery over the next five 

years. 

 

Looking forward Persimmon reported that demand across the UK remains strong. During the first six 

months of the year, the average private weekly sales rate per site was around 1% ahead of that achieved 

during the same period in 2021. The value of the Group's forward sales was around £1.87 billion 

compared with £1.82 billion a year earlier with around 8,800 homes compared with 9,550 a year ago in 

its forward order book at 30 June 2022. The Group is around 75% forward sold for the full year. The 

average selling price of new homes forward sold to owner occupiers was c. £280,700, around 12% 

ahead of the prior year.   

 

6) Vistry Trading Update (July 2022):  

Vistry reported for the period 1 January 2022 to 30 June 2022 that its private sales rate per site per 

week rose to 0.84 compared with 0.76 a year ago, up 11%, while the cancellation rate has remained 

stable.  This strong demand has been accompanied by price increases of 5% to 8% on its private units in 

with price increases more than offsetting cost increases in the period. The Group's forward sales 

position has strengthened with Housebuilding and Partnerships' mixed tenure forward sales totalling 

£2,144 million compared with £1,847 million, up 16% on a year earlier.  It also reported that 92% of its 

total forecast Housebuilding and mixed tenure revenues for the financial year 2022 have been secured 

compared with 93% a year earlier.   

 

Wider industry cost pressures, including rising energy costs and increasing wages, are resulting in higher 

costs for certain materials.  It continues to expect to see build cost inflation for the financial year 2022 

in the region of 6%.  Planning remains the single most significant constraint on its business, from 

continuing capacity issues within local planning authorities, to the increasingly challenging political and 

regulatory environment around issues such as nutrient neutrality.   

 

Demand remains strong reflected in high prospect levels and strong current reservation rates.  Given 

the positive trading in the first half and in particular the strong price increases, it expects margins in both 

Housebuilding and Partnerships in the year to be ahead of its targets for financial year 2022 and adjusted 

profit before tax to be at the top end of market forecasts. 

 

https://www.londonstockexchange.com/news-article/PSN/trading-update/15529422
https://www.londonstockexchange.com/news-article/VTY/trading-update/15531540
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Vistry Financial Update 
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EXISTING INFORMATION 

Bank of England Interest Rate Rise (June 2022): The Bank of England’s Monetary Policy Committee 

voted to increase its Bank Rate from 1.0% to 1.25% in view of continuing signs of robust cost and price 

pressures, including the current tightness of the labour market, and the risk that those pressures 

become more persistent.  

Bank of England Central Bank Rate Time Series 

Since 1820    Since 2015 

 

It also stated that CPI inflation is expected to be over 9% during the next few months and to rise to 

slightly above 11% in October. The increase in October reflects higher household energy prices after 

the rise in the energy price cap. The consensus of financial markets is that interest rates will reach 3% by 

the end of the year, which combined with higher than expected inflation points towards slower GDP 

growth this year and an increased probability of recession plus, due to the lagged impacts on consumer 

spending and business investment, it points towards slower growth next year as well.  

CPI Inflation and previous Bank of England forecasts Since 2020 

 

  

https://www.bankofengland.co.uk/-/media/boe/files/monetary-policy-summary-and-minutes/2022/monetary-policy-summary-and-minutes-june-2022.pdf


 

8 

 

After the rise in interest rates to 1.25%, markets are now pricing in interest rates of 3% by the end of 

this year and it will be interesting to see what happens to UK house prices, particularly in the light of a 

slowing economy, rising costs of living, falling real wages and also the end of Help to Buy next March. 

Slower demand in the housing market is also likely to be matched by a slower supply of homes onto the 

market so price growth may still be maintained, albeit slower than the current double-digit rates. The 

key is likely to be whether UK unemployment rises significantly (from historic lows) or not. If 

unemployment rises significantly then this would increase the number of forced sellers and supply, 

consequently suppressing prices. If unemployment doesn't rise significantly, we could still see significant 

single-digit house price growth this year and next (assuming there remains the mortgage availability to 

enable it).  

 

ONS UK CPI Inflation (March 2022): UK annual CPI inflation rose to 7.0% in March, up from 6.2% in 

February according to the ONS. It was also higher than the consensus macroeconomists’ forecast when 

polled by Reuters and the highest since March 1992, when it reached 7.1%. Transport fuel prices rose by 

30.7% in March compared with a year ago, reflecting high energy prices after Russia’s invasion of 

Ukraine. CPI Inflation in March 2022 was considerably higher than the Bank of England’s “around 6.0%” 

that it forecast previously. The Bank of England stated then that it expected inflation to rise to 8.0% in 

April following the increase in the energy price cap. The Bank has consistently underestimated inflation 

and, in the light of March’s figure, it is likely that CPI inflation will peak higher than the Bank’s forecasts.  

 

Core inflation, which excludes volatile items such as energy, food, alcohol and tobacco, rose to 5.7% in 

March. The price of many items rose at a double-digit annual rate, including furniture, cooking oil, 

clothing, household utensils, second-hand cars, hotels and flight tickets. These increases reflect 

businesses passing on more of their rising costs whilst demand also rebounded in some sectors 

following the easing of Covid-19 restrictions. Food prices rose 5.9 per cent, the highest in a decade, with 

most types of food registering annual increases above 5 per cent, including bread, meat, milk and fruit. 

The CPA view in the CPA Spring construction forecasts (published on 3 May) is that CPI inflation peaks 

at 8.5% in April and remains high for the rest of the year, averaging 6.8% over 2021 as a whole.  

 

 

https://www.ons.gov.uk/economy/inflationandpriceindices/bulletins/consumerpriceinflation/march2022
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GfK UK Consumer Confidence (June 2022): GfK’s Consumer Confidence Index fell by one point to -41 

in June, the lowest score since records began in 1974 (beating May’s previous record low). As 

highlighted in previous updates, the key for consumer spending and the UK economy will be the extent 

to which sentiment translates into spending. This, in turn, is likely to depend heavily on the extent of 

rises in inflation, which hit a 50-year high in Spring and is expected to hit 11.0% in October, and any 

significant rises in unemployment, which reached a 50-year low with vacancies outnumbering job seekers 

for the first time.  

 

 

 

Pessimism was most clear in views on the economy at -65 for the past year and -57 for the year ahead. 

GfK stated that “With prices rising faster than wages, and the prospect of strikes and spiralling inflation 

causing a summer of discontent, many will be surprised that the index has not dropped further. The 

consumer mood is currently darker than in the early stages of the Covid pandemic, the result of the 

2016 Brexit referendum, and even the shock of the 2008 global financial crisis, and now there’s talk of a 

looming recession. One thing is for sure, Britain faces a stark new economic reality and history shows 

that consumers will not hesitate to retrench and tighten their purse strings when the going gets tough.” 

 

  

https://www.gfk.com/hubfs/website/editorial_ui_pdfs/UK%20Consumer%20Confidence%20Barometer%20-%20June%202022.pdf
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ONS Construction Output (April 2022): Construction output in April 2022 was 0.4% lower than in 

March but still 3.9% higher than a year earlier and 2.6% higher than in January 2020, pre-pandemic, 

according to the Office for National Statistics (ONS). Within the 0.4% monthly decline in construction 

output in April. 

 

The largest fall in activity was the 6.5% fall in private housing repair, maintenance & improvement (rm&i), 

which is the 3rd largest construction sector and had been buoyant due to a 'race for space' but note 

private housing rm&i in April 2022 remained 19.3% higher than pre-pandemic so the question for private 

housing rm&i is whether it is a blip or the start of a downward trend from a high level as real wages fall. 

The private housing rm&i fall in April was partially offset by rises in the 2 largest construction sectors, 

private housing (1.1%) and infrastructure (3.8%) plus the fast-growing industrial sector (7.6%), clearly 

driven by the rapid expansion in warehouse and logistics space.  

 

 

 

https://www.ons.gov.uk/businessindustryandtrade/constructionindustry/bulletins/constructionoutputingreatbritain/april2022


 

11 

 

Construction output in April 2022 was 3.9% higher than a year ago with growth in most sectors but 

mainly due to industrial warehouses, boosted by projects originally planned for 2021 H2 but delayed due 

to materials shortages that have eased.  

 

 

 

Across key construction sectors between January 2020, pre-pandemic, and April 2022 (see chart 

below), infrastructure (+29.4%), private housing rm&i (+19.3%) and industrial (+11.1%) remain strong 

and private housing is broadly back at pre-pandemic levels. Commercial (offices, retail and leisure) 

output in April 2022 remained 27.3% lower than in January 2020, pre-pandemic, according to ONS, 

which reflects a dearth of major commercial towers (which is expected to pick up in 2022 H2), partially 

offset by stronger than pre-pandemic levels of commercial refurbishment, fit-out and changes of use (of 

commercial developments to residential, in cities, or warehouses/logistics, on the edge of cities).  
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Overall, construction output year to date is 6.5% higher than a year ago and the key question is how 

sustainable this is given construction materials price inflation is 25% and construction labour inflation is 

10% and both are on a rising trend. 

 

 

 

 

ONS Construction New Orders (2022 Q1): Total construction new orders in 2022 Q1 were 2.6% 

lower than in 2021 Q4, which was before the increase in economic uncertainty and inflationary 

concerns due to Russia’s invasion of Ukraine and the consequent increase in energy costs and 

commodity prices. Total orders in 2022 Q1 were 13.4% higher than a year earlier, although this was 

during the third national lockdown so the increase is unsurprising. Total orders in 2022 Q1 were also 

1.2% higher than the average between 2015 and 2018, a reference point before the pandemic and also 

before the Brexit and election uncertainty in 2019.  

 

 

 

 

https://www.ons.gov.uk/businessindustryandtrade/constructionindustry/datasets/newordersintheconstructionindustry
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Looking across the sectors, in the 2.6% quarterly fall in total new orders, the largest fall was in industrial 

orders (19.8%) although it is worth noting that industrial (warehouses) orders in the last quarter were 

at a historically high level. The largest rise was due to infrastructure orders in Q1 with both small 

projects at financial year end and projects within long-term frameworks.  

 

 

 

In the 13.4% annual rise in total new orders, the largest rises were in commercial (43.5%), infrastructure 

(34,5%) and public non-housing (23.9%) whilst the largest fall was in industrial (20.3%), However, it is 

worth noting once again that one year earlier is not a useful reference point given that it was during the 

third national lockdown (and immediately following the second national lockdown) so client decision 

making and signing new contracts was highly uncertain for some sectors such as commercial, which 

were adversely affected by the lockdown due to the effect on customer-facing services. Conversely, 

investment in industrial was at a record high one year ago due to increased demand for online shopping 

and, consequently, new warehousing space.  
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S&P Global/CIPS UK Construction PMI (May 2022): UK construction activity grew again in May 

according to the S&P Global/CIPS UK Construction PMI but it was 56.4 in May, down from 58.2 in April 

and the lowest reading for four months. Weaker trends in the house building sub-sector were the main 

brake on the rate of growth, slowing to 50.7 from 53.8 in April, the worst index level for residential 

work since May 2020 according to S&P Global/CIPS. Commercial building was the fastest-growing sector 

in May (59.8), with the speed of expansion easing only slightly since April. Construction companies 

noted strong demand for commercial work, despite a degree of hesitancy due to the uncertain 

economic outlook. Meanwhile, civil engineering activity increased for the fifth month running and at a 

robust pace (index at 55.5) amid a sustained boost from major infrastructure projects. 

  
 

 

Total new orders expanded again in May, which marked two years of continuous sales growth in the 

construction sector but the latest increase in new work was the slowest since December. Job creation 

accelerated slightly in May and was the strongest for four months. There were again widespread reports 

citing recruitment difficulties due to shortages of suitably skilled candidates.  

 

May data highlighted strong demand for construction products and materials, as signalled by a steep and 

accelerated rise in total purchasing volumes. Efforts to replenish stocks and pre-purchase ahead of price 

rises also contributed to higher purchasing activity in May. Rapid cost inflation persisted in May, with the 

vast majority of respondents (73%) reporting a rise in purchasing prices linked to rising fuel, energy and 

raw material costs. The index measuring overall growth expectations across the construction sector 

signalled the weakest degree of optimism since August 2020. Construction companies suggested that 

lower consumer confidence, rising borrowing costs and heightened economic uncertainty were all likely 

to act as headwinds to client demand in the next 12 months. 

 

  

https://www.pmi.spglobal.com/Public/Home/PressRelease/b21a6b59d6694eeab974268c868aab9e
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BEIS UK Building Materials Inflation (April 2022): There was a rise in building materials prices, which in 

April 2022 were 25.2% higher than a year ago according to BEIS compared with 24.5% in March and the 

previous peak of 23.7% in October 2021 when there were materials availability issues. Note that, firstly, 

prices in April were also 38.4% higher than in January 2020, pre-pandemic. Secondly, the full impact of 

energy and commodity price rises on materials inflation will still be coming through in the next few 

months due to the use forward contracts.  

 

 

Thirdly, inflation varies considerably by material with the sharpest rises in steel products such as 

concrete reinforcing bars (62%) and fabricated structural steel (46%). 13% of imports of construction 

steel comes from Russia and Ukraine so supply is affected and there is a rise in demand from other 

sources, commodity price spikes leading to ore and steel price rises plus steel is energy-intensive and 

energy costs account for between 25% and 33% of total costs for energy-intensive manufacturers. For 

softwood timber products, 6% of imports come from Russia and Ukraine so there is a supply effect and 

import price rise as demand rises from other sources but they are not energy-intensive so the price 

rises are not as high as for steel. Note timber prices fell between October 2021 and February 2022 

before prices rising again from March due to the supply impact and as activity ramped in the Spring in 

housing and renovation plus merchant softwood stocks fell. 

 

 

 

https://www.gov.uk/government/statistics/building-materials-and-components-statistics-may-2022


 

16 

 

 

Insolvency Service UK Construction Insolvencies (April 2022): Construction output in April 2022 was 

2.6% above pre-Covid-19 (January 2020) levels but UK construction insolvencies in April 2022 were 

44.4% higher than pre-pandemic and are on a general upward trend despite high demand, primarily due 

to the effect of sharp rises in building materials prices, which in April 2022 were 38.4% higher than pre-

pandemic.  

 

The sharp rise in insolvencies is also due to impacts of skills shortages and wage inflation, IR35, reverse 

charge VAT and P.I. insurance that hit specialist sub-contractors most, especially firms on fixed-price 

contracts signed 12+ months ago and it is notable that many of the construction firms that have gone 

under in the last 6-9 months still had a significant pipeline of current and upcoming projects.  

 

Demand was not a key issue for these firms but there was a twofold adverse effect as cost rises hit firms 

on one side whilst project delays, due to labour and materials availability, hit revenue coming in and had 

knock-on effects for subsequent projects on the other side, so some projects and sub-contractors were 

financially unviable. 

 

 

 

 

  

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1083474/Data_Tables_in_Excel__xlsx__Format_-_Monthly_Insolvency_Statistics_May_2022.xlsx
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ONS UK Construction Employment (2022 Q1): There were 2.18 million workers employed in UK 

construction in 2022 Q1, which is 1.1% higher than in 2021 Q4 and 3.7% higher than a year ago (during 

the 3rd national lockdown although construction activity was permitted) but employment in 2022 Q1 

was still 5.5% lower (127,000 fewer workers) than in 2019 Q4, pre-Covid-19, despite construction 

output being higher than pre-pandemic and there were 244,000 fewer UK construction workers in 2022 

Q1 than at the recent peak in 2019 Q1. 

 

ONS UK Construction Self-employment (2022 Q1): Employment remains lower than at the peak 

despite the recovery in construction output primarily due to a 192,000 fall in UK construction self-

employment between 2019 Q1 and 2022 Q1 (-19.3%) compared to the 3.6% fall in UK construction 

employees. In turn, the fall in construction self-employment was mainly as a result of a drop in EU 

workers and early retirees despite high demand.  

 

 

 

  

https://www.ons.gov.uk/employmentandlabourmarket/peopleinwork/employmentandemployeetypes/datasets/employmentbyindustryemp13
https://www.ons.gov.uk/employmentandlabourmarket/peopleinwork/employmentandemployeetypes/datasets/employeesandselfemployedbyindustryemp14
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BEIS UK-EU Trade Volumes in Construction Products (2021 Q4): UK construction products import 

volumes from the EU in 2021 Q4 fell by 10. 2% compared with Q3 and were 15.3% lower than one year 

ago, which was immediately before the end of the Brexit implementation period whilst firms were 

stockpiling. UK imports of construction products from the EU remained 7.9% lower than in the same 

quarter two years ago, prior to the pandemic and 15.8% lower than the average level between 2015 and 

2018, before any issues regarding Brexit deadline issues or the pandemic. This is in line with indications 

the CPA has that, immediately after the end of the implementation period in 2021 Q1, large firms 

experienced some initial disruption but had largely sorted out processes to deal with import issues. 

However, small firms importing continue to report difficulties and additional costs importing despite full 

checks not being implemented on EU imports as yet (due to come in this year). 

 

Initially after the end of the Brexit implementation period, the greater construction products trade 

issues were for firms from the UK exporting to the EU (which has implemented full checks). UK 

construction product export volumes to the EU fell by more than half during the first quarter of 2021. 

Exports have partially recovered but remain subdued compared with pre-Brexit and pre-pandemic 

levels. In 2021 Q4, exports to the EU were 22.1% lower than in Q3 and 32.2% lower than the same 

quarter one year earlier. In addition, exports in Q4 were 22.6% lower than the average level between 

2016 and 2018.  
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UK Commercial Property Market Survey (2022 Q1): The RICS UK Commercial Property Survey points 

to the market gaining momentum in 2022 Q1, with growth accelerating in relation to both occupiers 

and investors. Nevertheless, despite the general improvement in the survey results, contributors remain 

cautious on the outlook for the economy given pressures caused by rising living costs and higher 

interest rates. A net balance of +32% of respondents reported an increase in occupier demand, up from 

+16% in the previous quarter, the strongest figure reported since 2015. The industrial sector continues 

to post the strongest pick-up in tenant demand with a net balance of +60%, similar to +61% in 2021 Q4. 

Respondents cited an upward shift in demand in the office occupier market in Q1, with the net balance 

rising to +30% from -3% in Q4. For the retail sector, occupier demand moved to -1% from -23% in Q4. 

For supply, both office and retail sectors continue to see a rise in availability of leasable space but the 

pace slowed compared to last year. For the industrial sector, vacancy rates declined over the quarter, 

with the latest net balance coming in at -47%.  

 

On the investment side of the market, a net balance of +32% of contributors saw an increase in buyer 

enquiries at the all property level during Q1. This is up from a reading of +19% in each of the past two 

quarters and is the strongest figure posted since 2015 Q3. Moreover, for the first time since 2017, the 

investment enquiries indicator is now in positive territory across each of the three traditional market 

sectors (office, industrial and retail), albeit only marginally for retail. In net balance terms, capital value 

expectations for the year ahead were revised higher or became less negative in both prime and 

secondary portions of the office and retail markets. For prime retail, the latest net balance of zero 

represents the first non-negative return in almost five years. For the prime office sector, the net balance 

of +37% of respondents expecting a rise in capital values over the next twelve months is the strongest 

figure since 2019 Q4. Meanwhile, although sentiment regarding the 12-month capital value outlook 

across the industrial sector remains robust, the latest net balances fell slightly from recent highs.  

 

 

https://www.rics.org/globalassets/rics-website/media/knowledge/research/market-surveys/construction-monitor/q1-2022-rics-uk-commercial-property-market-survey-1.pdf
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DHLUC Net Additional Homes (2020/21): Net additional homes (UK government's measure for its 

300,000 new homes per year by the mid-2020's target) in 2020/21 were 216,490, which is 11% lower 

than in 2019/20 according to the Department for Levelling Up, Housing and Communities. This is 

unsurprising given the impact of the initial Covid-19 lockdown in Spring 2020 but it means for 

government to achieve its 300,000 new homes per year by the mid-2020's target there needs to be a 

38.6% rise in house building in the next 4 years. 

 

Looking at the breakdown of net additional homes in 2020/21, there were 11% falls in new housing 

completions, conversions (e.g. changing a house into flats) and changes in use (e.g. changing an office into 

flats) whilst demolitions fell by 31%. Demolitions have been on a long-term downward trend, As a 

proportion of the dwelling stock, last year's demolition rate was just 0.02%, one-fifth of the rate up to 

the mid-2000s. At 2006-7 demolition levels, the housing stock would be renewed every 990 years. At 

today's rate, it would be renewed every 4,200 years. 

 

 

 

 

 

https://www.gov.uk/government/statistics/housing-supply-net-additional-dwellings-england-2020-to-2021
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BPF UK Build to Rent (2022 Q1): According to the British Property Federation, there were 225,352 

Build to Rent homes in the UK in 2022 Q1, including both London and the regions, which is a 14.0% 

increase compared with a year earlier. Of this 72,668 are complete, a 19.0% increase compared with a 

year earlier. 46,304 Build to Rent homes were under construction, a 14.0% rise compared with a year 

earlier, and 106,380 units were in planning, an 11.0% rise compared with a year earlier.  

 

 

 

In London, there were a total of 94,256 units in 2022 Q1, a 12.0% annual rise although it is worth noting 

that whilst 34,474 were complete, a 20.0% annual increase, there was a 3.0% fall in the number under 

construction compared with a year earlier. Outside London, there were 131,096 units in 2022 Q1 with 

38,194 complete, an 18.0% increase whilst there was a 28.0% annual rise in the number under 

construction to 29,339. 

 

 

 

 

 

 

https://bpf.org.uk/media/5042/build-to-rent-q1-2022.pdf
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Knight Frank Residential Investment Report 2022 (May 2022): Institutional investment into residential 

assets, including student housing, co-living, multifamily, single-family rental and seniors housing, 

accounted for 15% of all institutional UK real estate spend last year and 22% in 2020, only behind offices 

and a resurgent logistics secto,r according to Knight Frank. This contrasts with ten years ago, when 

residential accounted for just 8% of all acquisition activity. Figures for Q1 2022 suggest that investor 

demand remains strong. Institutions have committed a further £2.9 billion in the first three months of 

the year, which is higher than the level achieved during the same period last year and in line with the 

quickening pace of investment activity over the past 12 months.  

 

Demand is driven by a combination of strong structurally supportive market dynamics, an evolving 

service-focussed product, as well as an expanding and more discerning occupier base.  Covid-19 has 

transformed the way global institutional investors look at real estate. The residential investment sector 

has proven resilient by delivering secure income in uncertain economic conditions. As well as existing 

investors looking to build scale, activity is being driven by a deepening pool of capital looking to target 

residential. Some 23% of institutional investment in the BTR market last year was from new entrants to 

the UK market, for example, while for seniors that figure was 48%. For the student market, the most 

mature of the markets, 22% of deals last year went to new capital. 

 

Based on the level of investor demand – and supported by its survey of 54 institutional investors that, 

combined, account for £76 billion in residential assets under management across the UK (which we 

estimate accounts for c.60% of the total current investable market) – further growth is expected. 80% of 

survey respondents are expecting to ‘significantly increase’ their exposure to residential assets over the 

next five years. In the short term, its survey respondents alone said they plan to invest a record £16.5 

billion in 2022. This would represent a 65% increase from the £10.2 billion spent in 2021. In total, an 

additional £75 billion has been earmarked by the investors surveyed to deploy across residential 

investment sectors over the next five years. Nonetheless, there remain challenges for investors to 

achieve their ambitions. A lack of operational stock was the most cited barrier for increasing investment, 

followed by competition from other investors, and the availability of development  and funding 

opportunities. Currently, just 42% of survey respondents said they are targeting land deals, with the 

majority looking for income producing assets, or forward funding opportunities. 

7  

https://content.knightfrank.com/resources/knightfrank.com/reports/residential-investment-report/residential-investment-report-2022.pdf
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Bank of England – House Price Growth and the ‘Race for Space’ (December 2021): Average UK house 

prices in June 2021 were 13% higher than a year earlier, which was the fastest growth rate recorded 

since 2004. The Bank of England examined the extent to which an increase in demand for larger 

properties outside city centres during the pandemic (a ‘race for space’) may explain this increase in 

prices using a model focused on three ‘race for space’ factors that have potentially driven price growth 

during the pandemic: 

 

• A shift in the types of properties traded. e.g. transactions of detached homes increased whilst 

transactions of flats decreased. The lilac bar in the chart below shows that this change in the 

basket of purchased properties explains nearly 11% of the house price growth since January 

2020 

• An increase in the price that buyers were willing to pay for a house compared to a flat with 

similar characteristics (e.g. located in a similar area, with a similar number of bedrooms). As 

shown by the pink bar, this accounts for around 21% of the price growth 

• A reduction in the price gap between identical properties in London and outside of London 

since the start of 2021. This accounts for around 15% of the overall house price strength, shown 

in purple in the chart 

 

Overall, this means that the Bank of England estimates that just under half (47%) of the recent increase 

in house prices can be attributed to the ‘race for space’ as people seek and value larger living spaces 

outside city centres. 

 

 

https://www.bankofengland.co.uk/bank-overground/2021/how-much-of-the-recent-house-price-growth-can-be-explained-by-the-race-for-space
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RICS UK Residential Market Survey (May 2022): The RICS UK Residential Survey results highlights that 

the net balance for new buyer enquiries in May was -7%, down from +8% in April, consistent with a 

marginal decline in buyer demand after eight consecutive rises. Buyer enquiries were either flat or 

negative in nine of the twelve UK regions and countries. The volume of sales agreed was little changed 

for a second consecutive month, highlighted by a net balance reading of -2% compared with -3% last 

month. Going forward, near term sales expectations moved into broadly neutral territory, at +1% from 

a reading of +10% in April. The twelve-month outlook for activity has deteriorated more noticeably, 

with the expectations net balance slipping to -24% from -4% previously. 

 

New instructions to sell were largely flat in May with a net balance of zero from -2% last month. The 

latest headline net balance of -5% for market appraisals suggests they are broadly similar to a year earlier 

but it is still the weakest reading since December 2021 and suggests there is little prospect of an uplift in 

the flow of supply coming onto the market near-term. Given the continued constrained supply 

backdrop, house prices continue to rise. An aggregate net balance of +73% reported an increase in 

house prices during May, slightly lower than +80% last time but is still in line with the average over the 

past six months. When broken down, all parts of the UK continue to see house prices moving upwards, 

with growth exceptionally strong in Northern Ireland, Northern England and Wales. Meanwhile in 

London, the net balance of +53% was more moderate than +68% a month ago but above the long-run 

average of +12%. Looking ahead, however, twelve-month price expectations eased at the national level 

for a third successive month. Although a net balance of +42% of survey participants still envisage house 

prices being higher in a year’s time, this is down from +78% in February and is the most moderate 

reading seen since January 2021. However, twelve-month price expectations remain positive across all 

parts of the UK at this stage. 

 

 

https://www.rics.org/globalassets/rics-website/media/knowledge/research/market-surveys/uk-residential-market-surveys/5._web_-may_2022_rics_uk_residential_market_survey_tp.pdf
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DLUHC House Building Starts and Completions in England (2022 Q1): Private housing starts in England 

in 2022 Q1 were 3.3% higher than in 2021 Q4 but 4.5% lower than a year earlier according to the 

Department of Levelling Up, Housing and Communities (DHLUC). However, they were also 12.1% 

higher than in the equivalent quarter three years earlier, in 2019, pre-pandemic. Private housing 

completions in England in 2022 Q1 were 3.7% higher than in 2021 Q4 but 11.5% lower than a year 

earlier. They also remained 0.5% lower than in the equivalent quarter three years earlier, in 2019 Q1. 

 

 

 

Public housing starts in England in 2022 Q1 were 10.5% lower than in 2021 Q4 and 18.7% lower than a 

year earlier according to DHLUC. In addition, they were also 3.7% lower than in the same quarter three 

years earlier, in 2019, pre-pandemic. Public housing completions in England in 2022 Q1 were 2.3% 

higher than in 2021 Q4 but 8.3% lower than a year earlier. They were, however, 2.3% higher than in the 

equivalent quarter three years earlier, in 2019 Q1. 

 

 

 

https://www.gov.uk/government/statistical-data-sets/live-tables-on-house-building
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HMRC UK Property Transactions (May 2022): There were 109,210 UK residential transactions in May 

2022, which is 1.3% higher than in April but 5.1% lower than in May 2021 when the stamp duty holiday 

and unconstrained version of Help to Buy still were in place. Furthermore, property transactions in May 

were 10.7% higher than the monthly average in 2018 and 2019.  

 

 

 

Year-to-date (January to May) in 2022, UK property transactions were 18.9% lower than in 2021, which 

was artificially boosted by spikes in transactions immediately before stamp duty holiday and Help to Buy 

deadlines (that were subsequently extended) in 2021. Year-to-date, UK property transactions in 2022 

were still 12.0% higher than in 2019, pre-pandemic. 

 

 

 

  

https://www.gov.uk/government/statistics/monthly-property-transactions-completed-in-the-uk-with-value-40000-or-above/uk-monthly-property-transactions-commentary
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ONS/Land Registry UK House Price Index (April 2022): The average UK house price was £281,161 in 

April 2022, which is 12.4% higher than a year earlier, up from 9.7% in March 2022 as a continued lack of 

supply of homes onto the UK housing market continues to ensure that house price growth remains 

strong and accelerated in April despite slower economic growth and falling real wages. 

 

 

 

There was double-digit house price inflation across the regions and nations except for Northern Ireland 

and London in April 2022. However, it is worth noting that even in London house price growth is 

accelerating and the 7.8% annual house price growth in the capital in April 2022 is considerably higher 

than the 4.5% annual growth at the start of the year and the 3.2% annual growth in April 2021. The 

fastest annual percentage growth in house prices was in Scotland and Wales (16.2%). 

 

 

 

  

https://www.ons.gov.uk/economy/inflationandpriceindices/bulletins/housepriceindex/april2022
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Nationwide UK House Price Index (June 2022): UK annual house price growth slowed from 11.2% in 

May to 10.7% in June according to Nationwide. Prices rose by 0.3% month-on-month, the 11th 

consecutive monthly increase. The typical UK home price climbed to a new record high of £271,613, 

with average prices rising over £26,000 in the past year. Nationwide reported there are tentative signs 

of a slowdown, with the number of mortgages approved for house purchases falling back to pre-

pandemic levels in April and surveyors reporting softening in new buyer enquiries. Nevertheless, the 

housing market has retained a surprising amount of momentum given mounting pressure on household 

budgets from high inflation, which has driven consumer confidence to a record low. It also stated a part 

of the resilience reflects the strength of the labour market, where job vacancies has exceeded the 

number of unemployed. Furthermore, the unemployment rate remains close to 50-year lows. At the 

same time, the stock of homes on the market remained low, which helped upward pressure on house 

prices. The market is expected to slow as pressure on household finances intensifies, with inflation 

expected to reach double digits at the end of the year. Moreover, the Bank of England will raise rates 

further, which also exerts a cooling impact on the market if it feeds through to mortgage rates. 

 

Its regional house price indices are quarterly and data for 2022 Q2 showed a softening in annual house 

price growth in nine of the UK’s 13 regions. The South West overtook Wales as the strongest region, 

with house prices up 14.7% year-on-year, closely followed by East Anglia (14.2%) and Wales, which saw 

annual price growth slowing to 13.4%, from 15.3% in Q1. London remained the weakest performing UK 

region, with annual price growth slowing to 6.0%, from 7.4% in the previous quarter. 

 

  

https://www.nationwidehousepriceindex.co.uk/download/5qgdv-p2nho-0sbcn-bfara-bnubv
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OBR UK Housing Market Forecasts (March 2022): The Office for Budget Responsibility (OBR) forecasts 

were published alongside the Chancellor’s Spring Statement. The summaries of the UK economic 

forecasts and key policies can be found in the attached CPA Weekly Notes Special. The OBR 

publication also included forecasts for the UK housing market.  

 

The OBR expects demand to ease this year due to the fall in real incomes and interest rates rises, 

causing house price inflation to slow from 10.0% in 2021 to 7.4% in 2022, 1.3% in 2023 and 1.5% in 

2024. In the medium term, it forecasts UK house price inflation of 3.2% per year, matching growth in 

nominal incomes.  

 

It also anticipates that the house price to earnings ratio settles at 7.3, which is considerably higher than 

where it was after the financial crisis but close to its average in 2017 and 2018. 

 

 

 

UK property transactions rose by 43% in 2021 but the OBR expects a 13% fall in 2022 as demand eases 

and, over the medium-term, it anticipates that transactions will pick up and return to 1.4 million a year, 

a level consistent with longer-term average rates of housing market turnover.  

 

UK residential investment in 2021 rose by 12.6% due to a rise in new housing orders as a result of pent-

up demand and in Q4 was 4.1% higher than pre-pandemic. The OBR expects that in 2022 it will slow to 

2.6% as it expects supply bottlenecks to weigh on construction in the near-term due to costs inflation in 

materials such as timber and bricks.  

 

 

  

https://obr.uk/docs/dlm_uploads/CCS0222366764-001_OBR-EFO-March-2022_Web-Accessible-2.pdf
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Barbour ABI Home Improvement Report (2022): The Barbour ABI Home Improvement Report 

highlights the 'race for space' in the chart of home improvement applications and GDP although the dip 

in home improvement applications in 2021 H2 points towards a fall in larger residential improvements 

activity this year. The chart of home office improvements highlights the rise in demand for more, better 

quality space due to increased home working for some office workers since the pandemic but it is also 

worth noting the plateau in home office applications in 2021 H2, which has implications for home office 

improvements activity in 2022.  

 

Applications for loft conversions and extensions indicate the rise in demand for more, better quality 

indoor space since Covid-19 whilst applications for garden buildings and landscaping compared to 

general home improvements also highlights a rise in demand for more, better quality outdoor space. 

 

In addition, there was also a sharp rise in energy-saving home retrofit applications during the pandemic 

(but equally noteworthy is the collapse in insulation applications since government energy-efficiency 

programmes were scrapped and cut back from 2014-15). 

 

 

https://ss-usa.s3.amazonaws.com/c/308485128/media/1647629f43437513f02066743654116/Home-Improvement-Report-2022.pdf

