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1. Introduction

House Pricéndices have been volatile in @B09 with significant variations between the different
indices. Particularly volatile has been the Nationwide New Property Index which clearly reflects both
the continueddiscounting of new properties by developers aswhfirmation of the green shoots of
recovery previously predictedChanges in the Nationwide New Property Index fearjessby region

than previous quarters reinforcing the indicationsovrall housing mas.

The UK continued to be in recession with GDP falling for th@arter ina rowand by 5.2% over
the past year.

Unemploymentcontinues to rise and isow at 7.8%.

The Bank Rate remains at an all time low of 0.5% and the Bank of England adding to its quantitative
easing programme in Q3.

N

House Price Indices

I S N S N

House Monthly House Monthly House Manthly

Price change Price change Price change
£221,463 -1.7% £226,440 -1.6% £230,184 +2.8%
m N/A * N/A* £167 664 +1.4% £165,528 +1.2%
N/A* N/A * £162,764 +0.5% £162,038 +0.5%

House Price Indices

Nationwide report house prices rose by 3.95% in Q3 2009, 0.5% in
and by 2.7% in year to 11/0Nationwide summarises the frailty of th
current marketwith tK S O02YYSy il GKIFIG GKS af
better than expected butizy OS NI F Ay i AS& NBYIF Ay ds

Change in New House Prices Q2 2QBfglish Regions)

East of England 3.8%
Nationwide East Midlands 2.6%
London 4.7%
North East 3.3%
North West 4.7%
South East 4.3%
South West 5.4%
West Midlands 3.4%
Yorkshire and The Humber 2.2%

Source; Nation
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House Price Indices

Halifax
Chart to right shows
seasonally adjustec

monthly change in UK
house prices over pas
year

SourceNationwide and Halifax.

House prices rose by 1.4% in November. Prices increased for the
consecutive month with the average house price up by 4.2% (£6,803) i
first eleven months of 2009.

Prices over the period September to November were 3.7% higher than i
previous three months. This is the biggest increase on a three monthly
since November 2006.

Prices have increased by 8.5% since reaching a trough in April 20(
increase in the average price of £13,174. This follows a decline of
between August 200@nd April 2009.

House prices in November were 1.6% lower on an annual basis.
Monthly Change in UK House Prices
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Land Registry

The Land Registry data reports a positive monthly house price change
per cent, which is the fifth month in a row in which the movement has b
above msitive. The annual change now stands&# per cent. This is th
sixth month in a row in which the fall in annual change has eased.

Department  for
Communities and
Local Government

Department for Communities and Local Government report UK house [
rose by 1.2% in the month to September. Annual growth now stands|
4.1%. The Department for Communities and Local Government figures
a much gloomier picture than other indices.

Rightmove

Rightmove report that asking prices have fallen 2.2% welder 2009.
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House Price Indices

Royal Institution of Chartered Surveyors indicates that the housing mg
has come through the past year in rather better shape than might have
expected in the credit crunch and recession but m&rthat significant
challenges remain relating both to the maezoonomic environment an(
property market. Although the supply of property is beginning to increa
is still short of demand. This points towards further price gains over
Royal Institution | coming monthsTransaction levels are also likely to edge up in 2010.

of Chartered

The prospect of higher interest rates and fiscal retrenchmeift present
Surveyors

obstacles for the market later in 2010.

The housing market has gradually regained some composure and
have begun to pickip but with strong regional variations. Some parts
London are seeing a return towards peak values. Other parts of the co
have experienced rather more labouredrharound in prices. Commenta
on residential market remains cautious.

Housing market continued to see house price rigggh mortgage lending
risingby 43%in 2009according to the @uncil ofMortgagelLendersthough
lending remains about half its pre credit crisis levels.

Transactions have started to increase albeit from very low base, largaly
result of increase in mortgage approvals, with Land Registry recordin
increase in number of properties soldEngland and Wales over past yeal

Homes and Communities Agency warn of possibilitydduble dip once the

Homes and byl 2F 9y3ftlryRQa .yl wlkdaS Of A
Communities supply of properties for sale increases.

Agency House price to earnings raticemained abovedongrun average of 4.0 a
4.54according to Halifax despite economy being in recession.

Housing starts in England in Q3 2009 were 18% up2according to CLG.

Housebuilders have been taking advantage of recent upturn in house |
and sales to raise money through rights issues to reduce delBarratt
raised £720m Redrow raised £1%0 and Galliford Try raised £140 Most
companies are now increasing family housing delivery relative
apartments.
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House Price Indices

House prices edgkup by 0.2% in November 200f@r fourth month in a
row bringingthe year on year rate of growth t2.9%.

Traditional negative winter quarter continues with 2.2% fall

Summary Sep-09 |Oct-09 |Nov-09 |

Monthly price change (%) 0.2 0.2 0.2

12 month price change (%) -5.6 -4.2 -2.9

f;/;e(r:]:l:nge in new buyers registering Vv 11 12 01

% change in volume of property listings 0.1 0.6 -0.4

% change in sales agreed 2.5 4.0 2.8

Average time on the market (weeks) 8.6 8.4 8.4

% of the asking price being achieved 92.4 92.9 93.2
Hometrack :?:;O;r)]:);tcode districts with price increase %150 157 176

The pickup in market activity and prices is not one that has been felt aq
the whole country. There remain large swathes of the country where p
continue to be unchanged or have seen continued price falls.

The house price recovery has been felt across 37% of the coutnypared
to a year ago prices are higher across just 2% of the country.

The pickup in market activity over 2009 has been driven by rising der
yet new buyer registrations grew by just 0.18MNovember, the lowest leve
since the start of the year.

There are signs that the upward pressure on prices is likely to decline i
months ahead.

London and the South East have consistently seen the laraenber of
price rises In five regiongery little evidence oprice rises recorded.

Savills Annual
Forecasts for
House Price
Growth

2008 2009 2010 2011 2012

-14.7% -11.0% 1.0% 1.0% 9.0% 10.0%
as at Q2 2009
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3. Regional Housing Market Overview - Greater London
London Boroughs Monthly and Annual Change in House Prices
< (excluding City of London)
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Source: HM Land Registiylliffe and Flint

HM Land Registrgontinuesto show wide variations in house price growth (falls) across the dapita
Westminster shows aannual increase of 2.3% whilst Barking and Dagenham Barking and Dagenham
experienced a decrease df7.5% to 1009.

Variations also are significant with Southwark recording a rise of 2.5% in 10/09 and Kingston upon
Thames a decrease f.9%.

4, Regional Housing Market Overview - English Regions

Thispattern is repeated across England and Walith all English regions experiencing house price
fallsin 2009with West Midlands showing the most significant fall widhi3% with the North West
showing the greatest upturn in 10/09.
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English Regions Monthly and Annual Change in House Prices
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Source: HM Land Registiglliffe and Flint

In the South West Regiagreatest changes (annual loss) were in Torbay/ and the least in Bath &
North East Somerset. Gains were smaller than in the capital.

South West Region Monthly and Annual Change in House Prices Q4
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Source: HM Land Registiylliffe and Flint

The variations across the South East were significant with only Readisbatilhg adownturn.

South EastRegion Monthly and Annual Change in House Prices

-10

Monthly Change === Annual Change

Source: HM Land Registiglliffe and Flint

All figures continue to be distorted by the low level of transactiahdess than 50% of the peak
number inwhich alsotendsto distress prices further. The end of year upturn is primadiig to
stock shortages rather than underlyingnfidencereturningto the market.

Chart 7 Sales to Stock ratio in various regions
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£m Chart 3 Monthly change in net secured lending
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5. Housing Affordability

The continued decline over the year has eased affordability since the market peak but the trend is
reversingdue to the emergencef the property market from its lowest point and the overall effects

2F GKS NBOSaaiazy 2y S| NY A yrata dasfalldn frdmiaPeéakdd 584 2 dza S
July 2007 to an estimated 4.54 in October 2009. In the last housing market dowth price

earnings ratio peaked at 5.01 in March 1989 and fell to 3.09 in October 1995. Thmitoagerage is

4.0. The low level ointerestrates may preclude significant further house price falls.

Chart 2 Sales to Stock Ratio and House Price Inflation
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Source: RICS, Nationwide Building Sociefy
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Ratio Chart 6 House Price Earnings Ratios

1983 1983 1993 1993 2003 2008

—— Nationwide First-Time Buyer - - -Halifax All Buyer
Sowrce: Mationwide Building Society, Halifax

Repossessiaare still markedly lower level #n inthe praJSNJi e &f dzYLJ 2F (GKS SI NI
due to the underlying trend in money market andterest rates leadingto record low mortgage

rates The trend is confusing witbontradictoryfigures from the Council of Mortgage Lenders and

the Ministry of Justice

6. Tender Prices

Tender Prices remain competitive and tender prices are still coming in at rates less than a year ago.

Tender Price Index 2006-2011
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Source: Martin Associates
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7. Beacon Valus (Values at 1 January 1999)

Overall Beacon Value the Market Valueas at 1 January 1999 expressed as a percentaljlaet
Valueas at Q1 2018hows aslightwidening, with the recommendeckgionalmultiplier for 1999
Values dropping from an average of 49.888.7% of their current value at the trough of the
recession® 46.7% 55.3% of he current market value as at Q1 2010 to allow for projected
movement in house process in Q1 20E0r further information and regional and county/unitary
authority updates go tavww.jolliffeandflint.co.uk

8. Jolliffe and Flint Forecast for 2010 ~ Going down: Will prices fall once the 2010
rally ends?

The December survey shows house prices ended the year
1.9% down on a year before, with a fall of 2.2% in new
buyers registering with agents since Januz099.

All forecast paint a fairly stagnant picture for 20d4th

both Nationwide and Halifax forecasting zero growth

with the Royal Institution of Chartered Surveyors bucking

the trend with a 1% 2% growth prediction wittshortfall

S in housing supply edgin up prices despite wider
Source: This is Money economic pressures

Hometrack predicts lower incomes and rising unemployment will keep demand and pricestiow
that house pricedalling by 1% in 201@s tousing supply continues to be an issuklometrack,
predict thatscarcity of housing for sal&ill remain theimportant feature of thehousingmarket in
2010with demand dictatinghe outlook for prices 2010

Rightmove forecasts that the factors leveraging asking prices upwaresigmeéon wll be cauntered
by negative price forecast for thgost-election period, the net effect being national average asking
prices standing still during 201®ightmove forecasts for 2010:

1 New Year burst followed by postection uncertainty, leaving prices @verage static at 0%
by year end;
1 Shortage of new sellers and price rises in better locations to continue, though more forced

sellers and price falls in recession hit areas @bsttion;

1 Recessiofinduced structural changes may encourage landlords to motertfolios;

AN A A w

T Hamn GNI yal OdA 2y & dawd ondist@diSrdmis. v nn . o6dzi O

Ratings agency Fitcis uniquely pessimistic aboubbse pricegredicting furtherfalls of 20% once

the current false dawn for a property market recovery endéth a peakto fall trough of 30%It
forecasts aW-shapedpattern for the property market as house prices doudip after a mini
revival. Fitch indicate théJK's average house price to income ratio remains significantly higher than
the long term averag&hich conflicts with Homes and Communities Agency and other figures. Fitch
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believesthat a 30% fall from the peak of October 2007 would bring this ratio badke with the
long term average.

Rising unemployment, low wage inflation and continuing tight mortgage criteria are expected to
further contribute to depressing the property market and house price reports returning to
registering falls.

Ernst & YoungTEM Clulzoncludes thathe current stabilisation in the housing market is a false
dawn andthat the recent rise in house prices will not be sustained beyonddhe2010, expecting
renewed price falls during the first half of 2010, followedZyears of sagnaton. It believes prices

will not pick upuntil 2013 on the back of a strengthening economy and easier access to mortgages,
hitting 2007 level$n 2014 The gloomy prediction goes agaimsost surveys.

Capital Economics have been the mpsssimistt on property prices andontinue to be sceptical
that recent gains in duse prices will be sustained. Jolliffe and Flint continue to believe that property
market trends do not follow pure economic trends but more irrational consumer needs and desires.

Jores Lang LaSalle believe that the seemingly irrational bounce in the market will fall away towards
the end of the year, with a doubldip W:shaped outlook for the market likely with a further
contraction in prices during 2010 by%.

Conversely, théNationd Housing Federation predicts that the average house price in England will
rise by 25 per cent over the next five years despite fears of a housing market crash.

9. Conclusion

So where do all these conflicting predictions lead. Jolliffe and Flint believe tttere are 3
underlying features of this property downturn differentiating it from previous slumps in the
market.

1. The record low level of interest rates combined with low rates tihe mid to long term
money market

2. The shortage of property in the market.

3. Collapsing langricesin 2007¢ 2009 and lower and vergompetitive tender prices making
new build viable in an era of falling values

As a result Jolliffe and Flint predict that property prices will continugrise in Q1 2010 with a rise

of no more than1% to be followed by a fall back in Q2 and Q3 as a result of the uncertainty
following the General Election with prices recovering in Q4 leaving prices ovetté thanged at
the end of 2010.

For further information please contaclulian Thompson FRICS ACIH

jthompson@jolliffeandflint.co.uk| Tel: 020 3283 4411 | Mobile: 07833 464394
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- JOLLIFFE AND FLINT .
| Chartered Sureyors | Affordable Housing Consultants |

3 More London Riversidé London Bridgg London| SE1 2RE | Tel: 020 3283 4411 | Fax:
020 3283 4001 |nfo@jolliffeandflint.co.uk| www.jolliffeandflint.co.uk

Jolliffe and Flint is the trading name of Jolliffe and Flint Ltd Registered in England and WalesiyQdumpber 6783508. Registered Office: 3 More London Riverside, London, SE1 2RE.
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