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Andrew Harwood, Head of Knight Frank's Tunbridge Wells office, brings you 
Knight Frank's response to the recent emergency budget and what it means 
to you.

CGT was always going to be the main story from this budget. In reality the rise to 28% for higher-rate 

tax payers is a non-issue for the housing market. 

The rise came into play overnight, meaning that there will be no sudden sell-off of second homes or 
investment properties. The new rate effectively takes us back to a level last seen under the pre-2008 rules, 
when taper relief enabled a 40% headline rate to be reduced to 24%.

With higher-rate CGT at 28% the argument for property investment still looks strong, and capital gains still 
compare very favourably with income tax at 40%.

Very early evidence suggests that the second-home market, which was very strong up until the CGT rise was 
first mooted in May and which then promptly stalled, will kick back into life very rapidly, we experienced a 
noticeable upsurge in calls to our second-home teams in the hours after the Chancellor sat down. 

It was noticeable that the Budget contained strong GDP growth forecasts for 2011 and 2012. The inference 
from this is that the Bank of England will be encouraged to maintain a very loose monetary policy well into 
2011, if not longer. 

This requirement to offset fiscal tightening through monetary policy, suggests that interest rates at their 
current levels could well be maintained for longer than was previously thought likely. This will underpin 
house prices and also contribute to ongoing low supply in the market as potentially distressed owners are 
protected by low mortgage payments.

With the imposition of the new 20% VAT rate being delayed until January 2011, the risk that this change 
might add to inflationary pressures is reduced considerably. 

The housing market was thought to be at significant risk from measures in this budget. In reality the 
changes announced seemed to be carefully considered, and the certainty created by the announcement will 
serve to underpin the market.

Total property 
for sale

Table 1
Market activity
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Figure 1
What do our buyers want to spend?
New applicants, last 12 months

Figure 2
And where do they come from?
Buyer locations, last 12 months
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Charting the market
Figure 4
Days to sale from instruction
Prime country property, last 12 months

Your properties, our people

Figure 3
Price change by price band
Prime country property, last 3 months (%)

Figure 5
Average % of guide price achieved
Prime country property, last 12 months (%)

Twin roundel oast with detached annexe

Guide price: £895,000

Matfield

For Sale
4 bedrooms

Decimus Burton town house of distinction

Guide price: £2,900,000

Tunbridge Wells

Sold
8 bedrooms

Charming cottage in idyllic village setting

Guide price: £645,000

Old Heathfield

Sold
3 bedrooms

Impressive country house in a rural location

Guide price: £1,600,000

Horsmonden

For Sale
5 bedrooms

Newly converted attached barn

Guide price: £1,250,000

Goudhurst

For Sale
5 bedrooms

Exceptional Victorian villa in a central location

Guide price: £1,950,000

Tunbridge Wells

Sold
6 bedrooms
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If you have any queries or would like to obtain additional information on the UK or international housing markets please contact:  Liam Bailey, Head of Residential Research, +44 (0)20 7861 5133, liam.bailey@knightfrank.com
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