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Northern Ireland residential property prices post a 4% y/y rise in Q4 2013

According to DFP’s Residential Property Price Index (RPPI), property prices remained unchanged in Q4 2013
but were 4% higher than the corresponding quarter in 2012. This represents only the second quarter in 6 years
that Northern Ireland (NI) residential property prices have posted a year-on-year increase. Despite this
growth, the residential property price index decreased by almost 1% in 2013 relative to 2012. However, the
latter represented the smallest decrease in prices in 6 years. Two of the five areas within NI (Belfast & Outer
Belfast) recorded a quarterly rise in Q4 2013 of 1% whilst prices in the East of NI remained unchanged.
Meanwhile the North of NI and the West & South of NI both reported 1% q/q declines in the latest quarter. To
date, Belfast has recorded the strongest house price recovery with prices up almost 8% since Q1 2013.
Following the latest figures, NI's standardised residential prices (housing & apartments) remain some 54%
below the Q3 2007 peak. This compares with a peak-to-trough fall of 56% between Q3 2007 and Q1 2013. An
alternative residential property price index produced by the Office for National Statistics (ONS) includes only
properties purchased via a mortgage (excludes auction / cash sales). This survey revealed a rise of 1.5% q/q
and 4.4% y/y in Q4 2013. Using this ONS survey, NI’s average house prices in Q4 were almost 49% below their
Q3 2007 peak. The latest surveys suggest that NI’s residential house prices have entered a much needed
period of stabilisation. We anticipate a 5% increase in residential property prices in 2014. This would represent
the first annual increase in 7 years. It is noted that the Republic of Ireland’s residential property price index
(RPPI) posted its third successive quarterly increase in Q4 2013.The Rol’s RPPI increased by 2.6% q/q and 6.4%
y/y in Q4 2013. Furthermore, residential property prices in Q4 2013 were over 9% higher than the trough
recorded in Q1 2013. Despite these recent increases, the Rol’s residential property prices remain just over
46% below their Q3 2007 peak. However, as far as the economic recovery is concerned, increasing levels of
transactions are much more important than rising prices.
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NI residential property sales rise by 28% y/y in Q4 2013

The new NI Residential Property Price Index (RPPI) covers all sales picked up by the HMRC, it provides the best
measure of housing transactions of all the local house price surveys. In Q4 2013 there were 4,827 residential
property transactions. This represented an increase of 16% qg/q and was 28% higher than the corresponding
quarter in 2012. The Q4 2013 outturn also represented the highest level of transactions since Q3 2007. For
2013 as a whole, there were 16,259 residential property transactions which is 19% above the 2012 outturn
and some 73% above the low posted in the four quarters to Q2 2009 (9,389). However, this still remains 61%
below the ‘freak peak’ recorded over the four quarters to Q1 2007 (41,442). Given that 2006 was something of
an abnormal peak in transactions, 2005 is a more useful gauge to benchmark ‘normal’ activity. It is noted that
that the number of property transactions during 2013 was just over half (56%) of 2005’s outturn (29,232). All
parts of NI posted strong rates of growth in transactions in Q4 2013 with Outer Belfast & Belfast recording the
strongest rates of growth at 35% and 30% respectively.
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Northern Ireland is still waiting for a recovery in housing starts

Northern Ireland’s housing market recovery has become increasingly evident in terms of house prices
and property transactions. Furthermore, the number of housing units completed has rebounded
from 2011’s low with two successive rises in 2012 and 2013. However, these rises are due to the
completion of a backlog of mothballed stock rather than the completion of recent housing starts. The
latter has fallen in each of the last two years. It is estimated that fewer than 5,500 housing units were
started last year which is just over one third of the peak in 2006 (15,260) and less than half of the
projected need (12,000). 2014 is set to become the seventh year in a row of ‘under-building” with this
trend set to continue thereafter. This has the potential to store up social and economic problems in
the future. Addressing this house building deficit, which is supporting house price growth in the
short-term, is a key challenge going forward, particularly with the local banking system already over-
exposed to this sector. Innovative thinking from all stakeholders is required to ensure that the
conditions, including access to finance, are in place to support a recovery in house-building.



X$RBS

NI House Starts

Rolling Annual Sum
ENHBC ENon-NHBC

20,000
16000 |
12,000

8,000 |

T e

Source: DSD & NHBC,NHBC now account for 30%-35% of total NI private sector activity

2004Q4  2006Q2  2007Q4  2009Q2  2010Q4  2012Q2 2013Q4

Richard Ramsey,
24" February 2014

This document is issued for information purposes only for clients of Ulster Bank Group who are eligible counterparties or professional customers, and
does not constitute an offer or invitation to purchase or sell any instrument or to provide any service in any jurisdiction where the required
authorisation is not held. Ulster Bank and/or its associates and/or its employees may have a position or engage in transactions in any of the
instruments mentioned.

The information including any opinions expressed and the pricing given, is indicative, and constitute our judgement at time of publication and are
subject to change without notice. The information contained herein should not be construed as advice, and is not intended to be construed as such.
This publication provides only a brief review of the complex issues discussed and readers should not rely on information contained here without
seeking specific advice on matters that concern them. Ulster Bank make no representations or warranties with respect to the information and
disclaim all liability for use the recipient or their advisors make of the information. Over-the-counter (OTC) derivatives can involve a number of
significant and complex risks which are dependent on the terms of the particular transaction and your circumstances. In the event the market has
moved against the transaction you have undertaken, you may incur substantial costs if you wish to close out your position.

Ulster Bank Limited Registered Number: R733 Northern Ireland. Registered Office: 11-16 Donegall Square East, Belfast BT1 5UB.
Authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority. Member
of The Royal Bank of Scotland Group.

Ulster Bank Ireland Limited . A private company limited by shares , trading as Ulster Bank , Ulster Bank Group and Bank Uladh. Registered in
Republic of Ireland. Registered No. 25766. Registered Office: Ulster Bank Group Centre, George’s Quay, Dublin 2. Member of the Royal Bank of
Scotland Group. Ulster Bank Ireland Limited is regulated by the Central Bank of Ireland.

Calls may be recorded.

Ulster Bank Limited accepts no liability for the outcome of any actions taken arising from the use of this article



