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Unexpected pickup in annual price growth in January

e Annual house price growth accelerates to
3.2%

e Month-on-month pace of increase steady at
0.6%
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* Seasonally adjusted figure (note that monthly % changes are
revised when seasonal adjustment factors are re-estimated)

Commenting on the figures, Robert Gardner,
Nationwide's Chief Economist, said:

“The annual rate of house price growth picked up to 3.2% at
the start of 2018, compared with 2.6% at the end of 2017.
House prices increased by 0.6% over the month, after taking
account of seasonal factors, the same increase as December.

“The acceleration in annual house price growth is a little
surprising, given signs of softening in the household sector in
recent months. Retail sales were relatively soft over the
Christmas period, as were key measures of consumer
confidence, as the squeeze on household incomes continued
to take its toll.

“Similarly, mortgage approvals declined to their weakest
level for three years in December, at just 61,000. Activity
around the year end can often be volatile, but the weak
reading comes off the back of subdued activity in October
and November (monthly approvals were around 65,000 per
month compared to an average of 67,000 over the previous
twelve months). There are few signs of an imminent pickup,
as surveyors report that new buyer enquiries have remained
soft in recent months.

“But activity has been subdued on both the demand and
supply side of the market. The flow of properties coming onto
estate agents’ books has been more of trickle than a torrent
for some time now and the lack of supply is likely to be the
key factor providing support to house prices.

“How the housing market performs in the year ahead will be
determined in large part by developments in the wider
economy. Brexit developments will remain important,
though these remain hard to foresee.

“We continue to expect the UK economy to grow at modest
pace, with annual growth of 1% to 1.5% in 2018 and 2019.
Subdued economic activity and the ongoing squeeze on
household budgets is likely to exert a modest drag on
housing market activity and house price growth.

“Nevertheless, housing market activity is expected to slow
only modestly, since unemployment and mortgage interest
rates are expected to remain low by historic standards.
Similarly, the subdued pace of building activity evident in
recent years and the shortage of properties on the market
are likely to provide ongoing support for house prices.

Is the home ownership rate stabilising?

“The latest English Housing Survey from the Ministry of
Housing, Communities & Local Government (MHCLG)
revealed that the home ownership rate remained broadly
stable in 2017 at 62.6% (compared with 62.9% in 2016).
Nonetheless, this is similar to the rate seen in the mid-1980s
and down from a peak of 70.9% in 2003.
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“Over the past decade, there has been a particularly marked
decline in the home ownership rate amongst young adults
(those aged 25-34) - traditionally the segment containing
most first time buyers - with just 37% owning their own
home (see chart on the next page).
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“It is interesting to note that the private rental market has
continued to show steady growth despite a significant
slowing in buy to let mortgage lending, suggesting a shift
amongst landlords towards cash purchases. Changes to the
tax system, limiting deductibility of mortgage interest, may
be one of the factors behind this.

“Within the owner occupier sector, we've also seen a further
uptick in the number owning outright, which stands at a
record high of 7.9 million. This is an increase of 1.4 million
over the past decade, nearly all of which has been amongst
homeowners aged 65 or above.”
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Indices and average prices are produced using Nationwide's updated mix adjusted House Price Methodology, which was introduced with
effect from the first quarter of 1995. The data is drawn from Nationwide’s house purchase mortgage lending at the post survey approvals
stage. Price indices are seasonally adjusted using the US Bureau of the Census X12 method. Currently the calculations are based on a
monthly data series starting from January 1991. Figures are recalculated each month which may result in revisions to historical data.

More information on the house price index methodology along with time series data and archives of housing research can be found at
http://www.nationwide.co.uk/about/house-price-index/headlines

Historical figures including index levels can be viewed using the following link: http://www.nationwide.co.uk/about/house-price-
index/download-data

Photographs of our economist are available at:
http://www.nationwide.co.uk/about/media-centre-and-specialist-areas/media-centre/photo-library

Legal Information

The Nationwide House Price Indices are prepared from information that we believe is collated with care, but no representation is made as to
their accuracy or completeness. We reserve the right to vary our methodology and to edit or discontinue the indices at any time, for
regulatory or other reasons.

Persons seeking to place reliance on the Indices for any purpose whatsoever do so at their own risk and should be aware that various factors,
including external factors beyond Nationwide Building Society’s control might necessitate material changes to the Indices.

The Nationwide House Price Indices may not be used for commercial purposes including as a reference for: 1) determining the interest
payable, or other sums due, under loan agreements or other contracts relating to investments 2) determining the price at which investments
may be bought or sold or the value of investments or 3) measuring the performance of investments.

Nationwide Building Society is the owner of the trade mark “Nationwide” and all copyright and other rights in the Nationwide House Price
Indices.

The application of the 10SCO Principles on financial benchmarks to the NHPI is more fully set out in our statement regarding 10SCO
Principles. Nationwide considers that its arrangements for administration of the NHPI comply with the 10SCO Principles in a proportionate
manner having regard to the nature of the index.
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