
Where are we now?  
The lie of the land 
 

 
With uncertainty continuing to dominate the market,  in this 
brief overview we will be considering some of the i ssues 
affecting where are we now, how is the market 
what is the potential for 2009? 
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Not as simple a question as it 
appears, as the disparity between 
indices below illustrate

and table to the right show a comparison of 4 national indices 
which all disagree on the average prices, peak of the market and 
how far prices have subsequently fallen – with a 70% differential. 
 
As we have mentioned before indices are imperfect creations,
lagged and predisposed to underreport both the up and 
downsides of the market.  How many people involved in property 
would place any decision making credence in the reported
upturn in January? 
 
From our position in the market it is clear that different market 
segments are being affected in different ways, as would be 
expected. 
 
The new build market has seen extensive discounting
empting the wider market, as developers have been pushed by 
cash flow and re-financing concerns from an often highly 
leveraged position. The withdrawal of easy finance for both 
private and corporate property ventures has meant that many 
developers have been forced to provide unprecedented levels of 
price reduction, up to 50% in some developments within 
Edinburgh. This sector has also seen a growing number of 
companies being taking into administration or under the control of 
their previously acquiescent funding partners.   
 
The traditional residential market has seen a lower level of price 
retreat, in part due to the different nature of the private seller. 
the land of the credit strapped, the cash buyer has become king. 
The uncertainty that has been engendered by the financial crisis 
has driven many buyer and sellers from the market over the past 
18 months and this has seen two major trends. The first is the 
decreased volume of potential buyers and their ability to drive a 
hard bargain from a position of strength. The second has been 
the retreat of available product from the market as 
of demand, additional costs (from Home Reports) and economic 
uncertainty have kept sellers that once might have 
market, confident in a sale, opting to stay at home. 
 
In general terms the buyer is now in the driving sea
increasingly willing to offer significantly below an asking price that 
may have already retreated 10-15% from their peak. This means 
that many buyers are now seeking the equivalent
discounts from peak values. Matching these expectations with sellers who are
leading to many transactions failing to complete.  
 
So far in 2009 we have seen an increase in buyer enquiries, up 
are now viewing (up 63%). There are still a number of challenges that have prevented much of this appetite from translating into 
recognisable as a functioning market. While the most high profile reason has been problems with lending this is not the only factor a
uncertainty, job insecurity and anticipation of further market retreat have persuaded many that we are yet to reach the best time to buy despite the 
value that can be achieved within many areas of the market.   
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Edinburgh & Glasgow: Prime Numbers 
Confounding the Critics, by Tony Perriam 
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Edinburgh & Glasgow  
Prime Numbers 
 

 
 

 
 
 
 

 
The adage that traditional stone built homes in desirable areas
last to crumble and the first to rise may well hold true
West End fall in to the EH3 and G3 postcodes, with 
volume, average price and the percentage change from the nominally designated 
the flaw in trying to produce average house prices when market volumes are
 
Where the data does act as a 
valuable indicator is in the volumes of 
transactions occurring within the 
market areas. As the tables to the 
right illustrate there has been a 
significant decrease in the both the 
Edinburgh New Town and Glasgow 
Park areas. Notably, Edinburgh has 
experienced a stronger downturn in 
volumes, more in line with the wider 
national downturn of mortgage 
lending at 70-80%.  
 
The Edinburgh New Town market 
has been affected by two key factors 
that are likely to have affected 
volumes when compared to the 
Glasgow Park Area. The first of this 
is the product diversity and volume 
of the market. The New Town of 
Edinburgh has a surprisingly dense 
and diverse product offering within a 
high quality and highly desirable 
architectural zone. This means that a 
wider cross section of the market is 
encompassed from comparatively affordable 1 bed flats to multi
volume of transactions within the New Town market has been the uncertainty surrounding HBOS and RBS. This uncertainty, relating to employment 
and wealth generation, is likely to have further driven market activity down across the city. This has been quite notable in 
where the market has closed down considerably. 
 
Whilst Glasgow has a significant financial services base the 
diversity is likely to have insulated the city from the level of uncertainty 
being experienced in Edinburgh, where financial services dominate.
 
The current market stagnation has also meant that many buyers are avoiding the 
market as they perceive now as not the best time to buy and
time to sell. This facility to avoid entering the market has further been enabled by the 
historically low interest rates which is currently protecting some sellers that might 
otherwise be forced into entering the market.  
 
This said there are still transactions occurring and Glasgow seems to be witnessing 
a stronger level of activity in the early months of 2009
experience in both the Edinburgh and Glasgow prime markets, while volumes may 
be at historic lows the values achieved, whilst also down from peak levels, are 
bearing up against wider market falls of up to 20%. 
is realistic marketing prices, dedicating maximum attention on active buyers and 
having the patience to persist with protracted negotiations.

 
 
 
 
 

 
“The West Coast market is showing signs of coming 
back to life with an increase in the number of 
enquiries as well as improving viewing numbers, 
however, no specific geographical area or property 
type is distinguishing itself from the pack.

This indicates that buyers who have been monitoring 
the market for a while are growing in confidence and 
are specifically reacting to properties whose prices 
have been adjusted to reflect the changing market 
conditions.”   

Geoff Lockett 
Associate Director Residential S

The adage that traditional stone built homes in desirable areas – best characterised by Edinburgh’s New Town and Glasgow’s West End 
rst to rise may well hold true, but how are they currently performing?  The core of Edinburgh’s New T

with EH3 6 and G3 6 the prime sub-regions. The table below shows the vital statistics of market 
volume, average price and the percentage change from the nominally designated market peak in Q3 2007. What is clear from the data is once again 
the flaw in trying to produce average house prices when market volumes are at a historically low base.  

encompassed from comparatively affordable 1 bed flats to multi- million pound townhouses. The second key differential which has affected the 
w Town market has been the uncertainty surrounding HBOS and RBS. This uncertainty, relating to employment 

and wealth generation, is likely to have further driven market activity down across the city. This has been quite notable in 

Whilst Glasgow has a significant financial services base the comparative economic 
diversity is likely to have insulated the city from the level of uncertainty and concern 
eing experienced in Edinburgh, where financial services dominate. 

current market stagnation has also meant that many buyers are avoiding the 
now as not the best time to buy and potentially not the best 

time to sell. This facility to avoid entering the market has further been enabled by the 
cally low interest rates which is currently protecting some sellers that might 

there are still transactions occurring and Glasgow seems to be witnessing 
ths of 2009 than Edinburgh. From our 

experience in both the Edinburgh and Glasgow prime markets, while volumes may 
be at historic lows the values achieved, whilst also down from peak levels, are 
bearing up against wider market falls of up to 20%. The key to selling in this market 
is realistic marketing prices, dedicating maximum attention on active buyers and 
having the patience to persist with protracted negotiations.   

 

“The West Coast market is showing signs of coming 
back to life with an increase in the number of 
enquiries as well as improving viewing numbers, 
however, no specific geographical area or property 
type is distinguishing itself from the pack.   
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w Town market has been the uncertainty surrounding HBOS and RBS. This uncertainty, relating to employment 

and wealth generation, is likely to have further driven market activity down across the city. This has been quite notable in the over £500k bracket 



 

Confounding the Critics  
Is now the best time to take the plunge and buy prime property? 
 

 
 
 
 

 
 
 
 

 
The national love affair with property – some would say obsession – has taken a new slant since the autumn. Newspaper editors now compete to 
trumpet the most alarmist headlines when dissecting the housing market, and property as an asset class has learned to take more than its fair share 
of criticism for the economic woes of the nation. There is more than a little justification in this: secured loans were more often a quick fix to alleviate 
irresponsible consumer credit rather than a genuine way of enhancing hearth and home, whatever may have been declared on the re-mortgage 
application form  
 
The smugness in evidence across Scotland until May last year has been thoroughly trounced by a fall in prices so swift and severe that all parties – 
seller, agent, lender and buyer – have been caught with their trousers down. Add to this potent cocktail the worst market sentiment for 35 years, and 
couple it with the delay and expense of the Home Report every property new to the market now requires, and it is no surprise to find that 
transactions (agent speak for actual sales) are well over 50% down on the heady years – nay, decade – of 1998 to 2008.  
 
But the news is not all grim. Alarming price fluctuations across world equity markets over the past year, not to mention the volatility of the currency 
and commodity arenas, have served to highlight the attractiveness of residential property as a safe haven for hard won annual earnings and 
increasingly elusive bonuses. And the effects have been immediately apparent: both our viewings and our new buyer registrations were 65% up in 
January 2009 over January 2008 – a remarkable increase in activity. 
 
And so to the crucial question: is now a good time to buy? Given the time lag between agreeing sales and data reaching the public, reckoned by 
most to be three months or so, there is a strong argument that if the evidence of a bounce back is there for all to see, it is probably already too late. 
The shrewd investor buys within 10% of the bottom of the market and sells within 10% of its peak; only the evangelically-advised can expect to 
judge the nadir and the zenith precisely.  
 
There is plenty to suggest that activity look set to improve at some stage over 2009. Unusually attractive exchange rates for Eurozone (including, of 
course, Ireland) and US based investors have given overseas buyers around one third more spending power than six months ago; couple this with 
the commonly acknowledged 15% fall in prices since early 2008 and it is no exaggeration to say that those whose professional careers have 
brought them to the UK this Spring can buy a large house for half the outlay expected of them a year ago. 
 
Capital prices may have fallen, but rents – on the whole – have not. That gives much better yields for the buy-to-let investor, particularly if the 
alternative is placing cash on deposit with a clearing bank. And for the borrower, particularly if a deposit of at least 20% in cash is available, money 
is historically cheap. Interest only mortgages can cost between a third and a quarter of the equivalent product a year ago. As the market adjusts to 
low interest rates becoming the norm, the outcome of the Government’s arm twisting and nationalisation exercise among the big banks will 
inevitably translate into much wider mortgage availability as 2009 progresses. 
 
Furthermore, moving up the property ladder - whether incrementally a rung at a time or by boldly leapfrogging – involves a smaller price differential 
than in a booming market, and a more predictable outlay than in the past. Few of those closely involved in the upper end of the market, including in 
our own firm, would deny that it is the largest houses that have been hardest hit in terms of activity levels. Perhaps this should come as no surprise, 
give the traditional underwriting of this sector by the financial industry. This provides a tremendous opportunity to buy some the country’s best 
houses at reasonable prices as part of a negotiated outcome, thereby avoiding the lottery of the closing date.  
 
Great natural beauty, a dynamic and prosperous service sector and a wonderful, unblemished period housing stock have blessed the Scottish housing 
market for years and should shield it from the worst effects of the collapse now endemic across Southern England. And unlike 1990-92 when the last, 
well documented downturn in the property market revealed the spectre of commonplace re-possessions and the illiquidity of negative equity, 
employment levels remain resilient and money is inexpensive. Most commentators would agree that prices took between 5-8 years to recover from 
their peaks of 1989 during the last recession. We live in a more impatient world now, and if we are to avoid history repeating itself then it is clear that 
lenders’ funds need to be made available to buyers in earnest, and soon. Couple this with decisive Central Government intervention (be it a 
suspension of Stamp Duty across all price ranges for 12 to 24 months or even an underwriting of domestic mortgages of up to £250,000 from 
specified lenders) then the prophets of Armageddon may be confounded yet. 
 
 
By Anthony Perriam, MRICS 
Director of Residential Sales 
 
 
 
 
 
 
 



 

A view of the 2009 Scottish Farmland Market  
Q&A with Chris Hall, MRICS, Director of Rural & Professional Services  
 

…Q&A continued overleaf 
 

 
 

 
 
 
 

 
 
What will be the Key Market Trends in 2009?    
 
The dominant trend will continue to be a restricted supply of 30,000 to 40,000 acres in contrast to the 50,000 to 70,000 acres typically marketed 5-
10 years ago and the 100,000+ acres marketed 10-20 years ago.  Supply of acres and interest rates are the two dominant factors influencing 
Scottish farmland values and both of these are favourably placed to support values but the downward pressure on all asset values throughout the 
world will prevent any growth in land values in my opinion.  The depth of demand for all types of farmland will continue to diminish; indeed this has 
now been ongoing for the past six months.  As always the best farmland and the best farms will be least affected by downward pressure in demand 
and values.  There will be continued downward pressure in the value of residential farms, particularly those of less than 150 acres where the 
majority of value is tied up in the house and buildings. 
 
 What are current Land Values and where might they be by the end of 2009?  
 
In the current domestic and worldwide economic malaise there is downward pressure on all asset values and the further second wave of 
nationalisation of the Royal Bank of Scotland and now the possible nationalisation of the new Lloyds Banking Group continues to highlight that there 
is a long way to go before the global financial crisis and money markets are out of the woods.  Land values, despite the downward pressure in the 
last six months of 2008 remain over 100% higher than five years ago and whilst the outlook for cereals, beef and sheep commodity prices is positive 
there is limited underlying economic justification to sustain land values other than a scarcity of supply.  Discretionary purchasers from the non 
farming sector of residential farms or amenity or sporting farms have diminished and demand will remain limited in this sector.   However, reduced 
oil prices and a stronger outlook for cereal prices will engender optimism and encourage continued expansion by those able to do so. 
 
What are Current Land Values and Projected Land Val ues at the end of 2009  (See Table and Graph) 

 
Hill values will probably see the greatest pressure if the continued decline in hill 
farming continues and the demand from the non farming sector weakens.  

Will many farms come to the market this year? 
No.  There still remains no trigger forcing / encouraging farmers to sell outwith the 
usual reasons of debt or divorce or lack of a successor.  Whilst national farm debt 
continues to rise despite reducing interest rates, the majority of farmers still have 
strong balance sheets and there is no element of the capital taxation regime that 
triggers sales so the trends will be similar to recent years with a relatively restricted 
supply of 30,000 to 40,000 acres most likely to be apparent. 

 
Will there be more sales in any one sector, and if so, why?   
In recent years there has been undoubted bias towards sales in southwest Scotland 
stretching southwards from Glasgow and west from the M77.  This is most likely to 
continue with few east coast arable farms offered for sale. 
 
Who will be the main buyers in the 2009 market?  
Farmers and Inheritance Tax avoidance driven purchasers.  Residential and amenity 
purchasers will be thin on the ground as they are more likely to be unable to sell their 
own property.  The agricultural funds have not been players in the marketplace in 
Scotland.  The Irish have reduced their presence substantially.  For larger farms and agricultural estates there will be continental purchasers looking 
to take advantage of the pounds devaluation – one or two recent transactions have highlighted a saving of over 30% for some continental buyers.  
Typically they do, however, only look to buy premium properties of decent scale in Scotland.  In the last two or three months a number of farmers 
who I last spoke to in the early to mid 1990s recession have re-entered the market looking to exploit positions where sellers need to sell and cash is 
king. 
 



 
 
 
 
Is the fall in residential values impacting on the farms market, and if so, how?  
Yes.  Purchasers moving from residential to agricultural property generally cannot sell their residential property and also their confidence is low and 
their desire to make a decision to move is restricted.  Residential values are affected across the board from a terraced farm cottage to a 20 bedroom 
castle; no residential sub-sector has escaped the decline in values.  Purchasing power from outwith the farming sector are therefore restricted and 
only those who do not need bridging finance can obtain bridging finance so the pool of purchasers is greatly restricted.  I was recently offered a 
residential farm of approximately 200 acres in central Scotland at a discount of 30% to the price paid by the original purchaser at the closing date in 
the summer of 2008.  

Is the credit crunch impacting on the farm market a nd, if so, how?  
Yes.  Confidence is at an all time low and people have retrenched into a non decision making, cash hoarding position.   Borrowing money from the 
main (Scottish) clearing banks is extremely problematical at present and Scottish farmers looking to expand will probably have to seek finance from 
an alternative bank to the one they have probably traditionally banked with. 
 
 
 
 
 
BULLET POINT REVIEW  
 
Land, Development, Residential Investment 
 

·  Signals that small  scale Investors are beginning to test the market and consider investing cash. Increased levels of enquiry for small 
development sites and stock units 
 

·  Banks are taking an increasingly hands on approach with their developer clients – though lower interest rates have eased the pressure 
 

·  RSL’s still active in acquiring sites and stock units but signs that funding limits are being reached 
 

·  Banks are still not interested in providing new loan facilities to the residential development market with the only real activity from RSL’s 
and a limited number of speculators. 

 
·  The Spring market will be critical in deciding the fate of many  developers 

 
·  Land values continue to drop for Land banks – by 40%-50% plus, and may not recover until existing stock units are absorbed 

 
·  There is a limit to the number of Hotel and Care Home deals that can be absorbed (and funded) on former residential sites 

 
·  The cost of historic Section 75 agreements has made many large developments unviable and until a new structure is agreed current 

applications will not be crystallized. 
 

·  Early indications are that future land deals will have a material different structure going forward with house builders de-risking their 
exposure and paying for land on the drip or on the sale of homes. 

 
 
New Homes 
 

·  Uplift in number of enquiries in January / Feb compared to the latter part of 2008,  although only a third volume received during the same 
period last year. The more pro-active national players have reported a notable increase in sales activity in January 
 

·  Cash buyers starting to come to the fore – but looking for very good deals, they are aware of their strength of position 
 

·  Serious buyers are out there but the problems of not enough deposit (first time buyers) and a property they cant sell (second / third time 
buyers) are still the main objections to achieving a sale 
 

·  Rent before you buy schemes have attracted high levels of interest from all profiles of buyers as they not only help provide a deposit but 
provide the opportunity to delay selling existing properties in the current depressed market 
 

·  Those developments seeing the uplift in enquiries are those who are aggressively marketing through web and media and who have a 
message to tell (new prices, purchase scheme such as Try Before You Buy etc) 

 
 
 
 



 
 
 
The Rental Market  
 
The temptation to try and maximise the headline price is always alluring, 
however, when it come to renting your flat it can often be counterproductive.  
 
The table to the right shows that reducing your void period by offering a 
competitive rent can be a shrewd strategy to guarantee minimum voids and 
maximise rental income, especially in a market where supply is outstripping 
demand. A high rent with a conservative 2 month void in 2 years earns less 
than opting for a low rent from the outset. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Issues for the year ahead 
 
With transaction volumes down, house prices down, credit availability down, GDP down, tax revenue down but unemployment and national debt on 
the rise, what can we reasonably expect from the 2009 housing market? As mentioned earlier in the bulletin both the lending landscape and 
consumer confidence are crucial to market operation so 
are worth considering in more detail.  
 
Mortgage Lending 
 
Many column inches has been occupied by comments 
on the lack of liquidity within the system, the reticence of 
banks to lend to home buyer and the impact that this is 
having on the housing market, with widespread calls for 
lending to be restored to previous levels.  
 
However, as we have learned, credit and asset prices 
have a symbiotic relationship. The collapsing pack of 
cards that is the international finance markets dictates 
that the credit, and in turn housing market, that we 
emerge into will be starkly different to that familiar to 
many of us.  
 
As we can see from the mortgage to income graphs, 
market affordability became strongly detached over the 
past 5-8 years as 6 times house price to earnings ratio 
developed, driven by looser lending and higher LTVs. 
The mortgage repayments as a percentage of income 
also rose above long term levels despite comparatively 
cheap borrowing.  

 
“The residential letting market experienced strong demand in 2008 with Rettie 
& Co seeing an increase of 48% in the number of lets achieved particularly in 
the 1 & 2 bedroom market. This increased demand was felt as soon as the 
availability of cash became more difficult and would-be buyers were forced or 
decided to rent rather than buy. 

Since July 2008 there has been a steady increase in the supply of property to 
rent fuelled by those not able to sell and those not wishing to sell. Lowering 
interest rates, meaning lower mortgages will have taken the pressure of 
investors allowing them to rent rather than having to sell. 

Supply is now greater than demand and has resulted in rents levelling. Good 
quality properties are letting well but any that are tired or less contemporary in 
their internal fixtures and fittings can struggle to find tenants. The family 
house market has not seen the increase in demand that the lower flat market 
has – probably due to significantly reduced business relocation packages.” 

Diarmid Mackenzie Smith, MRICS 
Director – Lettings & Management 

 



 

Our Consultancy & Research Department offers a range of bespoke 
reporting tailored to our clients’ requirements.  

For more information contact: 
 

Andrew Meehan  
t: 0131 624 9051   
e: andrew@rettie.co.uk 
 

 
 
The unprecedented level of credit expansion enjoyed over the past decade is unlikely to return in the short to medium term and as such the 
requirement for deposits and lower LTVs are likely to be a central driver in the property market in the coming years. With this in mind there will have 
to be a period of adjustment before many potential first time buyers are able to raise deposit and gain finance to fully unlock all levels of the market 
from the bottom up, allowing a level of transaction volumes to return to the market. This period will be influenced by number of factors including 
price retreat, economic health, government intervention as well as mortgage lending.   
 
 
Consumer Confidence 
 
Confidence is an essential aspect of market function, 
we are not completely rational and impartial actors 
with perfect knowledge, hence the rise and bursting of 
asset bubbles.  
 
Consumer confidence has dropped strongly from the 
events of autumn 2007 and the current outlook is 
strongly pessimistic with recent rises in the proportion 
of respondents who have a negative view of the 
employment and economic situation. There is also 
strong fluctuation in the economic outlook of many of 
the respondents’ reflection the uncertainty that is 
dominating the current market.  
 
However, there is a growing recognition that due to 
the current circumstances, asset prices are being 
suppressed and are offering improved value. This 
recognition tallies with our experience of increase 
interest in the market place with buyers feeling 
increasingly optimistic that good value can be 
achieved in the near future.  
 
 
The outlook 
 
The key to unlocking the market in 2009 will be a return, to some extent, of both lending within the lower levels of the market which should in turn 
help build confidence across all market levels. In this regard government intervention, banking sector involvement as well as economic outlook will 
all contribute.  

 
 
 
From the final graph we can see market 
deviation from the long term trend. This shows 
that at Q4 2008 the market was only 3.37% 
above trend. At this level it would only take a 
small drop in average house price to take prices 
into a period of comparative value - it is likely 
we have already entered this window. 
 
While there may be further falls on average 
house prices over the coming year buyers 
should beware averages which may not be a 
useful guide to the specific purchases they are 
considering and instead make their judgement 
on whether or not they are achieving good 
value in a period where prices have already 
dropped below the long term trend.   

 
 



 
 
 
 
 
 
 

RETTIE & CO. SERVICES 
 
 
 
Rural:  The Rural team act in the sale and purchase of a wide range of farms and estates throughout Scotland as well as being responsible for 
residential sales north of the Forth. Contact: Chris Hall- chris.hall@rettie.co.uk 
 
 
 
Professional Services:  The professional services team provides formal valuations for security/lending and taxation purposes of both farms and 
estates and a wide range of residential property. Contact either Simon Rettie - simon@rettie.co.uk or Chris Hall - chris.hall@rettie.co.uk 
 
 
 
Letting & Management:  The Letting and Management team offers a wide range of lettings solutions from Tenant Introduction through to full 
management. We currently manage over 600 properties. Contact Diarmid Mackenzie Smith - Diarmid@rettie.co.uk 
 
 
 
Residential Sales:  The residential team is at the core of our business and offers private client estate agency combining a traditional personal 
service ethos with cutting edge technology to reach and win today's buyers, via public campaigns or off-market private sales. Contact: Tony Perriam 
- tony@rettie.co.uk 
 
 
Land & Development:  The Land & Development team buy and sell sites for non-residential uses including hotel, care home, institutional, student 
housing and serviced apartment; also residential investments and sites for residential use and Affordable housing. Contact: Will Scarlett: 
will@rettie.co.uk or Matthew Benson: matthew@rettie.co.uk 
 
 
 
New Homes:  The New Homes team provides a cost effective solution to on-site sales staff, sales management, on-line and off-line marketing to 
residential developers, Housing Associations, Banks and other lending institutions. Contact: Becky Lindsay - becky@rettie.co.uk or Matthew 
Benson: matthew@rettie.co.uk 
  
 
 
Consultancy:  The Consultancy team provides value-adding comment and analysis on all aspects of development to developers and funders for 
sites ranging from 1/2 units through to large scale masterplans. Contact: Nick Watson - nick@rettie.co.uk  or Andrew Meehan andrew@rettie.co.uk  
 
 
 
Acquisition Services:  Rettie and Co. can offer professional acquisition advice, gathered over the last 20+ years, to buyers of townhouses, country 
houses, farms and estates, both on and off market. Contact either Simon Rettie - simon@rettie.co.uk  or Chris Hall - chris.hall@rettie.co.uk  
 
 
 


