Housing in London

WHY HOUSE PRICES ARE INCREASING IN LONDON OVER THE PAST 5 YEARS?
[bookmark: _GoBack]
	Student Name: 
	Modupe Lawson

	Student Number:
	1811819

	Module Name:
	Digital Skills

	Module Number:
	BMSK4003

	Lecturer Name:
	Balendram Kandasamy









Table of Contents
Introduction	3
Background	3
Why house prices are increasing in London over the past five years	4
Aims and objectives	5
Method	5
Results	6
Discussion	8
Conclusion	10
References	11




[bookmark: _Toc16470514]Introduction
In the UK housing sector happens to be one of the economic pillars contributing eminently to government revenues through taxation. Many of the houses belong to private individual and apartments.  People rent out or buy these houses based on their ability. In the recent era there are many houses and the people continue building others hence rocking the market, unlike the past when few houses were available. This is characterised by the increase of population in the UK.
In the UK, most of the private property can be leased or rented for a specified period. Mortgages are the most common methods used for purchasing property in London. These are long-term loans from financial institutions meant for the purchase of land and houses. The Nationwide Building society is one of the major mortgage lenders in the UK. With shelter as one of the basic needs of human beings, it is important that all citizens get a chance in acquiring proper housing. This can only be made possible with cheap and affordable housing throughout the country. This study seeks to analyse the reasons for the rising prices for houses in London over the past five years.
WHY HOUSE PRICES ARE INCREASING IN LONDON OVER THE PAST 5 YEARS?

[bookmark: _Toc16470515]Background
Since March of 2019, the price for houses in London has risen at an average of 2.4%. Despite there being a fall on the annual price by 1.2%, the average property value in London is £471,504. This is a high price compared tom other locations in the UK. For instance, the average price for a property in wales is £163,902 (London Datastore, 2019).
The housing sector in London is of great importance for two major reasons. Firstly, changes in the value of houses in the region has added value in the country’s economy. Secondly, housing customarily represents the household’s largest single purchase as the house is the largest single item of a consumer’s wealth (McCrone & Stephens, 2017).
When making changes on house values an impact can be felt on wealth, hence, this send signals on either bad or good situation of house markets at that moment. Conversely, significant changes in interest rates which are the key policy tools that regulate the economy in the UK have a substantial impact on the outlay amongst customers in the UK as compared to other markets. This is because of the significant home ownership in UK (McCrone & Stephens, 2017). 
[bookmark: _Toc16470516]Why house prices are increasing in London over the past five years
House prices in England are astronomically high. This is clearly evident from the average prices of properties in the counter especially the capital city (Swenarton, 2018). There are a number of reasons for the consistent increase in the prices of houses in London.
The endless credit from banks is one of the chief contributing factors to the high and rising property value in London. The ease in getting loans from the banks means that the British consumers and public in general have the access to funds to purchase property in London (Swenarton, 2018). As such the availability of these mortgages causes an accelerating effect on the housing market thus the rise in property values.
Housing in London is greatly impacted by its significance as an investment as much as it is a consumption product. As such housing prices in London are more responsive to changes in interest rates compared to other regions in UK. The low interest rates seen in UK is also a significant contributing factor to the rise in property value in London (Sayce, et al, 2017). The Bank of England’s base rate of interest that oversees how much borrowers can pay back in form of interests on their mortgages has had a significant effect on property value. This is due to its customary low interests rates (Edwards, 2016). The low interest rates on mortgages means that the mortgages are easily affordable to anyone hence the higher demand for property that leads to higher prices.
The exclusivity of London as a major city in the UK attracts more people to the city. As such, there is an increase in the demand for accommodation which causes the prices to increase (Sayce, et al, 2017). This exclusivity is brought about by various factors such as jobs, better social amenities and business investment opportunities. These factors also make London one of the most popular tourist destination globally thus the influx of people to the city from all over UK and globally. As a popular city, London attracts a lot of people thus the higher accommodation and housing prices (Edwards, 2016).
[bookmark: _Toc16470517]Aims and objectives
The primary aim of this study is to analyse and evaluate the causes for the gradual yet consistent increase in the cost of housing in London. As such the study will examine the cost of housing and the reasons behind the property values determined. This research attempts to examine the contemporary aspects that bring about the current market prices for houses in London. Due to the current challenge in finding affordable housing in London, study has the purpose of investigating and shedding light on the status and trend of housing prices over the past five years in London and UK as a whole.
[bookmark: _Toc16470518]Method
This study was based on the qualitative analysis of the houses in London and their prices. Where quantitative data is vital, the data was analysed and evaluated qualitatively. The basis of the study was mainly qualitative and was based on interviews as a major source of data and evidence from various institutions in both the public and private housing sectors of the economy. The key qualitative information was sourced from interviews with key employees and residents in London who are affected by the rising housing prices, and those that work in the housing and accommodation industry in London.
This was crucial to understanding the reasons for the high prices of houses in London compared to other major cities in the UK. This is because qualitative study is more holistic than specific. As such, it seeks to gather information and understand why houses prices are increasing in London. However, quantitative methods were important as they seek to be more confirmatory and can be easily understood as it take a more deductive approach (Davis, 2018).
This study also depended on data gathered from government reports, housing industry associations from the private sector, and press publications. These sources and approaches to gathering data was crucial to ensuring that the study engaged the matter with the necessary depth and perspective.
[bookmark: _Toc16470519]Results

Figure 1: source: office for national statistics [GB] 2019.
Despite the prices in London declining over the year, the city stands to be expensive in getting a house to purchase across the different regions in UK at an average price of £460,000. The city is followed by the south east and east of England respectively, (Office for national statistics, 2019).


Figure 2: source: office for national statistics [GB] 2019.

Figure 3: source: office for national statistics [GB] 2019.
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On a seasonally adjusted basis, the general prices for properties in England and London in particular increased by 0.1% between the months of April and May of 2019 (London Datastore, 2019). This means that all houses showed an increase in prices compared to previous years with semi-detached houses showing the biggest increase in value (Office for national statistics, 2019).
The pricing of houses in London’s free economy is generally based on supply and demand. As such, an increase in the prices for houses leads to a decrease in demand for the houses as the consumers will prefer spending their money on other goods that are cheaper. Conversely, with an increase in demand for houses, there is a significant increase in prices (Davis, 2018). 
Due to various reasons such as job availability, exclusivity, amenities and infrastructure, London is one of the highest populated regions within England and UK as a whole. As such, the high demand for housing and accommodation has brought about the higher prices for houses as compared to other areas in England. This is visible from the comparison of the average housing prices depicted in figure 1.
The monetary and low levels of interest rates offered by financial institutions also lead to the increased demand for housing in London as most people can easily access and afford mortgages to pay for the houses. As such, there is increased demand for housing which in turn leads to higher prices (Davis, 2018). The role of housing in London as an investment and consumption good also creates more demand. Despite the recent decline in the rates at which the prices of housing in London increased as seen in figure 2, the average price for housing in London is still too high. By comparison to other regions such as Yorkshire, this has made it difficult for most of the first time buyers to own property in London.
The main alternative to purchasing a house is renting. However, the price for renting in London has also increased (Davis, 2018). As such, most of the people residing in London would rather take mortgages and pay instalments of £900 rather than pay rent at a rate of £700. This clearly reflects on the imbalance between the housing supply and demand in London. Furthermore, this raises concerns such as wealth and income inequality, limited geographical mobility and vulnerability of the economy to sudden housing price changes.
Building more comes to meet the demand of housing in London is an effective way of managing the house prices in the city. This is because the increased supply will relatively reduce the prices for houses. Furthermore, the price for housing as an investment will go down. The bank of England should also re-evaluate the lending base rates. Proper and realistic interest rates can also aid in reducing the prices for property in the city.
[bookmark: _Toc16470521]Conclusion
This study has drawn data and key information from various government sources to analyse the causes of the consistent rise in prices for houses in London. It is clear from the data that London is the most expensive city in the UK in terms of housing and accommodation. The prices for houses in Britain have been increasing gradually at slow rates over the past five years. However, London has had the least increment over the past year compared to other regions in the country. This study has shown why the prices for housing in London are high and have been consistently increasing over the past five years.
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All dwellings annual house price rates of change, year to February 2019, by English region

Series 1	North East	North West	Yorkshire and The Humber	East Midlands	West Midlands	East	London	South East	South West	-0.8	4	0	1.6	2.9	0.6	-3.8	-1.8	1.2	



the rate of annual price change over the past five years

England	42009	42010	42011	42012	42013	42014	42015	42016	42370	42371	42372	42373	42374	42375	42376	42377	42378	42014	42015	42016	42736	42737	42738	42739	42740	42741	42742	42743	42744	42745	42746	42747	43101	43102	43103	43104	43105	43106	43107	43108	43109	43110	43111	43112	43466	43467	43468	43469	43470	6.1647379999999998	6.023377	6.3204549999999999	6.0718709999999998	6.2416140000000002	6.5740210000000001	7.7923679999999997	7.9847349999999997	8.6292530000000003	8.4564800000000009	9.4922839999999997	8.666385	8.6931189999999994	8.8413050000000002	8.1255050000000004	7.1467049999999999	6.7013069999999999	6.1234450000000002	5.745425	5.6195019999999998	5.0972939999999998	5.4702739999999999	4.0853429999999999	5.0214499999999997	4.5754520000000003	4.4499009999999997	4.56433	4.9541079999999997	4.8485579999999997	5.2443099999999996	4.3421070000000004	4.5083650000000004	4.0883070000000004	3.9939770000000001	3.740059	3.1381700000000001	2.8380130000000001	2.6677940000000002	2.7099160000000002	2.5572349999999999	2.6116410000000001	2.3797739999999998	2.4405670000000002	1.7533970000000001	1.59148	1.108061	1.2769969999999999	1.291873	0.97405200000000003	London	42009	42010	42011	42012	42013	42014	42015	42016	42370	42371	42372	42373	42374	42375	42376	42377	42378	42014	42015	42016	42736	42737	42738	42739	42740	42741	42742	42743	42744	42745	42746	42747	43101	43102	43103	43104	43105	43106	43107	43108	43109	43110	43111	43112	43466	43467	43468	43469	43470	8.6521849999999993	8.3403150000000004	8.2526100000000007	7.7570969999999999	8.9329730000000005	9.4915179999999992	11.148020000000001	11.703900000000001	13.55803	13.09008	14.81114	12.33371	12.42557	11.596830000000001	10.16724	8.2095000000000002	7.2858090000000004	6.9296559999999996	5.694706	4.9595479999999998	3.9682569999999999	4.1415800000000003	2.3231030000000001	4.0606280000000003	2.8700749999999999	2.5702699999999998	2.7331310000000002	3.2051989999999999	2.5575510000000001	2.2830710000000001	1.1546419999999999	0.94718599999999997	0.87324100000000004	0.23971899999999999	-0.64878000000000002	-0.52875000000000005	-0.50241000000000002	-2.036E-2	-0.82713999999999999	-1.4901199999999999	-1.53335	-0.39540999999999998	-0.34844999999999998	-0.41611999999999999	-1.9609099999999999	-2.59145	-2.22309	-1.66601	-4.3917999999999999	
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