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1. Introduction

In this report an analysis of the current UK housing market has been undertaken. Described by Arc4 (2019) “Housing market analysis examines the market from countrywide trends to detailed, street-specific current activity, market demand and socio-economic and demographic profiles of the local area”.

The report was commissioned by FH Ltd, a major French developer who propose to invest in the UK housing market and are searching for the right site on which to build a number of housing developments. A prerequisite for them is a healthy return on their investment. FH Ltd have identified three prospective towns in South Wales that they want analysed: Cardiff; Caerphilly and Merthyr Tydfil.

This report will focus on the output cost index to predict the future housing market, by examining market trends and variations in inflation. A housing cost index measures house price fluctuations over a period of time. This method will enable FH Ltd to consider which, if any, of the three locations is the most advantageous and profitable site. 

A feasibility study has been carried out to provide location housing price change indices and house price fluctuations, for a range of detached housing types from 2-4 bedrooms. This study will limit any potential financial risk but only if the cost indices are current, pragmatic and accurately understood. By collecting, collating and analysing data the report will explore statistical characteristics. Data from 2014-18 will be obtained to provide calculated projections for the forthcoming five years. 


2. Housing demand

This development would be extremely beneficial to the UK, particularly Wales because houses are in short supply. HBF (2019) reports that Wales has the oldest housing stock of any Western European nation and it is in a poor condition. Wales already has an unmet need of 33,000 houses and is set to suffer the worst housing crisis in the UK. 

According to the Welsh Government (2018) they have a target to build 20,000 new affordable homes in Wales. With the elimination of the Severn bridge toll, ITV News (2018), states that house prices in Wales are set to rise by 19.3% by 2023 and in September 2018 they reached an all-time peak. 


3. Housing deprivation

Areas of deprivation are measured through different principles, encompassing housing, income, employment, education and access to services. According to Devine (2014) The Welsh Index of Multiple Deprivation (WIMD) ranked St James in Caerphilly, one of the top 10 most deprived places in Wales for 2005, 2008, 2011 and 2014. The Splott, Cardiff entered the ranking in 2014 whilst Pennydarren, Merthyr Tydfil was removed. Although usually every three years, the next WIMD ranking update will not be published until November 2019.

Rideout (2019) reported that Barry, a commutable distance from Cardiff, was classified in 2018 as the top hotspot for growth in house prices, rising by 10.6%


4. [bookmark: _Hlk7007571]Yearly percentage changes and house prices

The UK House Price Index (UKHPI) uses house sales data from HM Land Registry to calculate house trends. The data collected for this study is respective of January 2014 to December 2019 and is only inclusive of detached houses. 
Wales has been incorporated into this data to be utilised as a comparison baseline. The figures displayed in the graphs below are the averages collated from statistical data  supplied by Land Registry (2019). These figures demonstrate the year-over-year growth rate. If multiplied by 100 the number is converted into a percentage.

[bookmark: _Hlk6946940]Graph 1 shows the  “average yearly percentage change” (see appendix 1). 




















The baseline figures for Wales will assume the “average”. It is evenly distributed with slight increases year-on-year since 2015. Caerphilly has the most similar growth pattern.






The results below are compared to Wales’ “average”:

	
	Cardiff
	Caerphilly
	Merthyr

	2014
	Highest result
	Highest result
	Slightly below

	2015
	Far above 
	Below 
	Highest result

	2016
	Far above
	Slightly above 
	Below

	2017
	Below
	Far above
	Far above

	2018
	Far above
	Far above
	Slightly below



· Cardiff has the best results with 4 years consistently far above average;
· Caerphilly has the second best results with 3 years far above average and it displays the highest recorded rate of growth;
· The most significant fluctuations are in Merthyr. They demonstrates a slightly lower than average rate for three years, inclusive of a significant drop in the last recorded year.

[bookmark: _Hlk6946963]Graph two shows the ““average yearly house price” (see appendix 2).



















The results below show the year-on-year percentage calculated from the yearly house price figures.
	
	2014
	2015
	2016
	2017
	2018

	Wales
	202,450
	208,827
	217,025
	227,145
	237,937

	%
	
	3.1%
	3.8%
	4.5%
	4.5%

	Cardiff
	313,219
	330,796
	350,509
	361,794
	381,275

	%
	
	5.3%
	5.6%
	3.1%
	5.1%

	Caerphilly
	178,290
	183,793
	191,270
	201,947
	212,619

	%
	
	3%
	3.9%
	5.3%
	5%

	Merthyr
	143,259
	151,589
	155,776
	164,479
	171,647

	%
	
	5.5%
	2.7%
	5.3%
	4.2%



This graph shows that house prices have risen steadily in all areas over the past 5 years. Wales will again be used as the “average”. The comparisons are:
· Cardiff has shown the best results with significantly higher than average house prices for 3 of the 4 periods. It has the highest overall percentage of 5.6;
· Caerphilly and Merthyr Tydfil both demonstrate 2 comparable above and below averages;
· Caerphilly emphasises the closest similarity to Wales.


5. Households 
Stats Wales (2019) is the Welsh Governments register for statistical data and the source of the following information. The table below displays projections for the number of households.
	Year
	Cardiff
	Caerphilly
	Merthyr Tydfil

	2014
	147,582
	75,542
	24,419

	2019
	156,349
	77,029
	24,620

	2024
	165,868
	78,430
	24,802



These findings show:
· All households have grown over the last five years and this growth is projected to continue.

The table below presents the forecast for the average size household. 
	
	Cardiff
	Caerphilly
	Merthyr

	2014
	2.322
	2.368
	2.399

	2019
	2.294
	2.338
	2.386

	2024
	2.268
	2.309
	2.370



These findings show:
· The average size of a household has decline in Caerphilly and Merthyr Tydfil  over the past five years;
· Cardiff has seen a growth. This may correlate with the number of households growing exponentially and the lack of available housing forcing individuals to remain in the “family home”. 
· All 3 locations are predicted to see a future decline over the next 5 years. 
6. Inflation 

Keeping track of inflation rates are important to developers looking for a long term investment, as it will affect the build cost as well as the sale price. Inflation is an increase in the price of goods and services over time and a decrease in the value of money. 
The diagram below was sourced from Statista (2019). It demonstrates the inflation rate in the UK from 2012, forecasting until 2022.
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[bookmark: _Hlk7009416]This graph shows that inflation is predicted to decrease and then level out and remain at a constant 2% for the foreseeable future. 


7. Location information

7.1 Cardiff 
Cardiff is the capital of Wales and its largest city. The population is documented at 362,756 (Stats Wales, 2017). It is located near major motorways and is only a 2 hour drive from London. 
Cardiff receives more than 18 million visitors a year ranking it the 6th most popular UK tourist attraction (World Population Review, 2019). Not surprisingly as Cardiff is packed with visitor attractions such as: Mermaid Bay; Cardiff Bay Barrage; Cardiff Castle; Bute Park; Flat Holm Island; National Museum; Roath Park & Lake; Techniquest; Welsh Mining Experience and St Fagan’s National Museum of History. 

7.2 Caerphilly 

Caerphilly is a large town located 8 miles from Cardiff, between Monmouthshire and Glamorgan. According to StatsWales (2017) the population is listed at 180,795. 
There are numerous tourist attractions including: Blackwood Miners Institute; Caerphilly Castle; Cwmcarn Forest; Llancaiach Fawr; The Winding House Museum and Sirhowy Valley Country Park.

7.3 Merthyr Tydfil

Merthyr is a large town 23 miles from Cardiff with a recorded population of 59,953 (StatsWales, 2017). Tourist attractions include Cyfarthfa Castle and Park.
Dickins (2018) stated that Merthyr, once a very deprived town now saw the arrival of thousands of tourists to the BikePark Wales and 6.8 million visited the castle in 2017.  Going on to say that unemployment has dropped so people have more disposable income to spend in the new leisure facilities, bars and restaurants. 

8. Conclusion

The recommendations to FH Ltd would be to choose Cardiff because:
· The yearly percentage changes show Cardiff far above the average of Wales as a whole or either of the other two towns;
· The average house prices are rising significantly higher than prices reflected in Wales or Caerphilly and Merthyr;
· There is a proven demand for housing in Wales;
· Households are undeniably growing;
· Household sizes are forecast to decline;
· Inflation is predicted to remain at a constant 2%. 
· It has the most central location;
· It has a large population;
· It attracts millions of visitors each year impacting on the disposable income spent within the city, which in turn will appeal to people looking to move house. 




[bookmark: _GoBack]
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Appendix 1 - Average yearly percentage change

Appendix 2 - Average yearly house price
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Percentage change

2014	Wales	Cardiff	Caerphilly	Merthyr Tydfil	4.68	6.5	6.95	4.24	2015	Wales	Cardiff	Caerphilly	Merthyr Tydfil	3.16	5.64	3.09	5.94	2016	Wales	Cardiff	Caerphilly	Merthyr Tydfil	3.93	5.98	4.0999999999999996	2.83	2017	Wales	Cardiff	Caerphilly	Merthyr Tydfil	4.67	3.21	5.52	5.46	2018	Wales	Cardiff	Caerphilly	Merthyr Tydfil	4.75	5.38	5.28	4.38	



Average prices


2014	Wales	Cardiff	Caerphilly	Merthyr Tydfil	202450	313219	178290	143259	2015	Wales	Cardiff	Caerphilly	Merthyr Tydfil	208827	330796	183793	151589	2016	Wales	Cardiff	Caerphilly	Merthyr Tydfil	217025	350509	191270	155776	2017	Wales	Cardiff	Caerphilly	Merthyr Tydfil	227145	361794	201947	164479	2018	Wales	Cardiff	Caerphilly	Merthyr Tydfil	237937	381275	212619	171647	
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United Kingdom: Inflation rate from 2012 to 2022 (compared to the
previous year)
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UK House Price Index

Percentage change (yearly) for detached houses, Jan 2014 to Dec 2018 for 4
locations

Date Wales Cardiff Caerphilly Merthyr Tydfil
Jan 2014 3.1% 3.1% 5.1% 3.1%
Feb 2014 6.0% 3.5% 9.3% 1.1%
Mar 2014 1.4% 3.7% 10.2% -2.3%
Apr 2014 3.4% 5.6% 9.4% -2.8%
May 2014 5.5% 6.4% 9.4% 0.3%
Jun 2014 3.6% 9.6% 9.8% 1.1%
Jul 2014 51% 9.2% 71% 8.2%
Aug 2014 4.3% 9.6% 3.2% 8.3%
Sep 2014 6.1% 6.1% 2.4% 12.8%
Oct 2014 5.9% 5.3% 3.7% 9.9%
Nov 2014 4.7% 6.6% 6.1% 6.5%
Dec 2014 7.1% 9.5% 7.6% 4.8%
Jan 2015 3.2% 9.1% 4.4% 3.4%
Feb 2015 2.5% 71% 1.2% 7.0%
Mar 2015 51% 5.4% -0.7% 9.3%
Apr 2015 3.5% 6.4% 0.2% 13.8%
May 2015 1.6% 6.0% 1.3% 13.1%
Jun 2015 3.1% 5.2% 0.4% 11.4%
Jul 2015 3.0% 4.0% 2.8% 0.4%
Aug 2015 3.0% 4.7% 2.5% 2.0%
Sep 2015 2.3% 5.3% 7.3% -0.2%
Oct 2015 3.2% 5.7% 7.3% 4.7%
Nov 2015 3.4% 4.5% 7.8% 2.7%
Dec 2015 4.0% 4.2% 2.6% 3.7%
Jan 2016 2.6% 5.3% 3.8% 1.6%
Feb 2016 4.6% 8.8% 3.5% 2.5%
Mar 2016 4.5% 9.5% 6.0% -1.8%
Apr 2016 2.6% 7.6% 2.6% -2.5%
May 2016 4.4% 5.0% 4.6% -2.9%
Jun 2016 5.8% 5.3% 6.9% 4.0%
Jul 2016 4.6% 6.6% 6.7% 11.9%
Aug 2016 2.6% 6.2% 6.6% 9.0%

Sep 2016 2.8% 4.8% 2.8% 6.8%
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Date Wales
Oct 2016 4.5%
Nov 2016 4.4%
Dec 2016 3.8%
Jan 2017 5.4%
Feb 2017 3.0%
Mar 2017 5.0%
Apr 2017 7.0%
May 2017 3.0%
Jun 2017 2.6%
Jul 2017 3.8%
Aug 2017 6.0%
Sep 2017 6.0%
Oct 2017 5.9%
Nov 2017 3.9%
Dec 2017 4.5%
Jan 2018 4.6%
Feb 2018 5.2%
Mar 2018 4.0%
Apr 2018 2.3%
May 2018 5.2%
Jun 2018 4.9%
Jul 2018 5.9%
Aug 2018 5.4%
Sep 2018 4.8%
Oct 2018 3.9%
Nov 2018 4.8%
Dec 2018 6.0%

© Crown copyright 2019

All content is available under the Open Government Licence v3.0 except where otherwise stated

Cardiff
3.8%
4.9%
4.0%
3.6%
0.7%
0.8%
1.7%
3.9%
4.4%
2.8%
2.5%
3.7%
5.0%
4.8%
4.6%
4.5%
5.3%
5.6%
4.7%
5.1%
4.4%
6.2%
6.3%
6.7%
5.8%
4.8%
5.4%

Caerphilly
3.1%
0.5%
2.2%
3.1%
4.8%
7.2%
8.7%
6.7%
3.5%
3.0%
4.4%
5.5%
5.2%
7.0%
7.0%
6.5%
71%
6.2%
5.1%
2.4%
2.4%
3.0%
3.7%
4.9%
6.8%
7.3%
8.0%

Merthyr Tydfil
1.5%
3.2%
0.7%
7.2%

10.5%
14.8%
7.0%
3.3%
1.5%
-0.9%
1.8%
2.4%
6.8%
5.6%
5.5%
-1.7%
-2.0%
-2.3%
3.1%
5.4%
4.8%
6.2%
5.9%
9.5%
71%
8.2%
8.5%
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UK House Price Index

Average price for detached houses, Jan 2014 to Dec 2018 for 4 locations

Date
Jan 2014

Feb 2014
Mar 2014
Apr 2014
May 2014
Jun 2014
Jul 2014

Aug 2014
Sep 2014
Oct 2014
Nov 2014
Dec 2014
Jan 2015
Feb 2015
Mar 2015
Apr 2015
May 2015
Jun 2015
Jul 2015

Aug 2015
Sep 2015
Oct 2015
Nov 2015
Dec 2015
Jan 2016
Feb 2016
Mar 2016
Apr 2016
May 2016
Jun 2016
Jul 2016

Aug 2016
Sep 2016
Oct 2016

Wales
£198,382
£200,000
£194,826
£199,250
£202,704
£201,447
£203,056
£205,325
£207,601
£205,355
£205,986
£205,471
£204,794
£205,038
£204,680
£206,244
£205,928
£207,700
£209,105
£211,403
£212,382
£211,922
£212,956
£213,773
£210,134
£214,386
£213,809
£211,634
£215,069
£219,789
£218,625
£216,982
£218,339
£221,467

Cardiff
£298,357
£301,823
£306,684
£306,422
£309,581
£312,152
£316,377
£318,406
£319,250
£320,650
£322,894
£326,027
£325,625
£323,176
£323,372
£325,928
£328,253
£328,459
£329,171
£333,401
£336,100
£338,848
£337,513
£339,701
£342,970
£351,546
£354,030
£350,681
£344,630
£345,923
£350,830
£354,152
£352,163
£351,608

Caerphilly
£173,643
£177,487
£176,263
£177,860
£178,223
£180,501
£179,432
£178,374
£177,064
£177,538
£179,372
£183,727
£181,262
£179,602
£175,095
£178,154
£180,473
£181,229
£184,491
£182,852
£189,970
£190,538
£193,265
£188,590
£188,080
£185,935
£185,685
£182,720
£188,767
£193,659
£196,793
£194,890
£195,246
£196,375

Merthyr Tydfil
£145,110
£138,114
£136,561
£136,091
£139,715
£139,723
£145,378
£145,515
£149,060
£146,503
£148,204
£149,130
£150,110
£147,716
£149,308
£154,845
£157,973
£155,628
£145,939
£148,482
£148,808
£153,415
£152,244
£154,594
£152,493
£151,403
£146,591
£150,996
£153,354
£161,805
£163,315
£161,884
£158,995
£155,781
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Date
Nov 2016
Dec 2016
Jan 2017
Feb 2017
Mar 2017
Apr 2017
May 2017
Jun 2017
Jul 2017
Aug 2017
Sep 2017
Oct 2017
Nov 2017
Dec 2017
Jan 2018
Feb 2018
Mar 2018
Apr 2018
May 2018
Jun 2018
Jul 2018
Aug 2018
Sep 2018
Oct 2018
Nov 2018
Dec 2018

Wales
£222,255
£221,813
£221,555
£220,848
£224,384
£226,558
£221,407
£225,439
£226,982
£229,969
£231,555
£234,474
£230,858
£231,705
£231,743
£232,291
£233,379
£231,782
£233,040
£236,570
£240,449
£242,262
£242,626
£243,604
£241,882
£245,615
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Cardiff
£354,123
£353,446
£355,483
£354,154
£356,768
£357,057
£358,175
£360,992
£360,631
£362,864
£365,117
£369,342
£371,212
£369,730
£371,594
£372,818
£376,906
£373,692
£376,386
£376,791
£382,840
£385,704
£389,447
£390,607
£388,865
£389,655

Caerphilly
£194,279
£192,807
£193,870
£194,758
£199,128
£199,657
£202,305
£200,370
£202,594
£203,548
£206,069
£206,687
£207,980
£206,394
£206,472
£208,617
£211,578
£209,794
£207,240
£205,115
£208,587
£211,013
£216,251
£220,713
£223,129
£222,913

Merthyr Tydfil
£157,048
£155,646
£163,548
£167,321
£168,233
£164,573
£159,943
£164,290
£161,789
£164,813
£162,798
£166,410
£165,872
£164,153
£160,767
£163,887
£164,333
£169,610
£168,614
£172,211
£171,770
£174,542
£178,206
£178,278
£179,495
£178,055
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