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Figure 8: New listings
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Source: Europe Economics

A3.33 However, the original implementation of HIPs due on 1 June 2007 was only pulled 
on 22 May. Therefore, it is plausible (based on our own behavioural model of 
vendors bringing forward listings as a response to the onset of HIPs) that there was 
some increase in listings towards the end of that month, which would have been 
followed by a dip in the subsequent month. The key question of the success or 
otherwise (so far) of the model comes down to whether the fall in listings to June 
can be convincingly attributed to HIPs or whether it is much more plausible that this 
is principally a matter of wider market factors. 

A3.34 May listings were 19,000 properties, or 10.5 per cent, up on our expected value. 
On the other hand, June was 40,000, or about 17 per cent, down. If one ignores all 
other causes of market noise that could affect the level of listings, it would appear 
that just under half of the June drop could be attributed to the aborted introduction 
of HIPs resulting in listings being brought forward from June to May. Re-basing 
Scenario III on this basis is also shown in Figure 8 (labelled as “Scenario III, 
re-based on difference between May & June”). In addition, part of the discrepancy 
is likely to be that predicted by the deviation of Scenario III from the actual roll-out 
dates – namely that Scenario III gives figures that under-predict the fall in listings for 
September.
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A3.35 It seems likely that reduced mortgage availability and increasing uncertainty amongst 
both buyers and vendors have had an effect on the number of recorded listings. The 
dip in listings in September in particular may be seen as a reaction by vendors to 
increased uncertainty in the housing market, followed by a subsequent correction.10 

A3.36 In addition, the HIPs regime may also have reduced the extent of multiple listings 
for properties with three or more bedrooms. This may be causing some reduction in 
the level of listings overall.

A3.37 So, our model of the effect on listings appears, so far, broadly endorsed provided 
that one accepts that market forces beyond HIPs have had a material impact upon 
listings. Looking beyond the impact of HIPs on listings it is far from evident that 
HIPs has caused any deviation from the pre-existing trend in prices or mortgages 
(see for instance, Figure 6 and Figure 7 above). 

A3.38 Although our model appears so far to have predicted quite well the HIP effect on 
listings in the transitional period, it does not of course automatically follow that our 
model will be equally successful in its predictions of how the transitional impact 
might die away. A critic might still reasonably assert the view that HIPs will have led 
to material falls in the number of listings and that this fall will be permanent, rather 
than the market returning broadly to its previous path (normalised for wider market 
impacts, such as interest rate changes or the credit crunch) by April next year as 
predicted by our model.

Time on market

A3.39 In the Main Report we noted that efficiency gains (if any) that HIPs produce for the 
home buying and selling process would probably not be apparent for at least six 
months, and this does seem to be the case so far. 

A3.40 In our report we discuss the potential impact of HIPs on time on market, both in 
the short and longer term. The chart below clearly illustrates that time on market 
has increased in recent weeks. However, the timing of this increase makes it appear 
more likely to be linked to the credit crunch and the slow softening of prices with 
the market moving in favour of buyers than HIPs lengthening the process. Whatever 
the balance of causation, increased time on market does impact upon listings in our 
model as presented in our main report, albeit not significantly.

10 It is interesting to note that this closely corresponds with the key period of the credit crunch as illustrated in 
Figure 1 above.
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Figure 9: Time on market

 
Source: Rightmove  Extract from Rightmove press release

The transitional arrangements

A3.41 The transitional arrangements are due to drop away at the end of 2007. These 
arrangements have allowed, in theory, for the purchase of HIPs to be deferred, 
as long as a HIP has been ordered prior to the property being marketed. If it is 
assumed that these arrangements have worked, then they should have acted as a 
partial brake upon one aspect of the behavioural changes that we incorporated into 
our model. This is because, simplistically, if you do not need to have a HIP prior to 
marketing you should be less likely to bring forward your plans in order to avoid it. 

A3.42 However, the removal of the transitional arrangements, provided that it lags behind 
the final implementation of the HIPs scheme to cover the entire market and the 
necessary agents to provide HIPs are in place to cover new cases and any back log, 
should not be of great consequence in itself.

A3.43 It seems likely that the transitional period, and perhaps some uncertainties created 
by the complexities that have arisen in the policy process and timing, have tended 
to delay the market’s adaptation in terms of providing market-based “solutions” 
to HIPs. For instance, once the HIP is established as a feature of the market, then 
practitioners can focus upon delivering it more efficiently and/ or cheaply.
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Updated Conclusions

A3.44 As noted in the Main Report, there were already signs of a softening in the housing 
market that preceded the events of summer and autumn 2007. That said, the housing 
market is in a more clearly vulnerable state now than was the case in July for the 
reasons rehearsed above.

A3.45 HIPs currently apply to approximately 60 per cent of the housing market in England 
and Wales. Its implementation to date has been against a backdrop of an already 
weakening housing market and new factors the full impact of which are not yet fully 
apparent.

A3.46 It seems likely that what we observe is a market that had begun to slow in 2007 and 
upon which HIPs may have had an additional modest-but-material effect on listings 
activity but no discernable impact on transactions, mortgages, or prices. However, at 
this stage it is still too early to be definitive about what the scale of impact has been 
(indeed, even on the Europe Economics model the transitional effects – let alone any 
longer-term impact – are still under way). 

A3.47 Even with a longer-term view, the sort of data available and limits to the academic/
practitioner understanding of the functioning of the housing market mean that 
in reality it will be very difficult to ascribe with any precision how significant an 
impact HIPs will have had on prices, mortgages and transactions. The likelihood is 
that it has been and will be much smaller than the uncertainties of measurement 
surrounding much more material factors such as interest rates, and employment and 
wage expectations. Going forward, with further potentially even more significant 
factors adding to pressures upon the market – such as the unwinding of fixed rate 
mortgages, the credit crunch and a slowing economy, the effect of HIPs (if any) on 
prices, mortgages and transactions is likely to be an even more limited proportion 
of the total impact, and even less possible in practice to measure separately – it will 
just be too small to notice amongst the noise of the wider issues.

A3.48 Notwithstanding this, we still expect the effect on listings due to the implementation 
of HIPs to have largely washed through within three to six months of its introduction 
– so if, for example, smaller properties were to have a HIP requirement from 1 
December 2007, the market would be back to a path that reflected wider market 
developments, and in which there was no longer a material transitional HIP element, 
by April 2008.  There would be a residual impact in that we expect HIPs to deter 
a small proportion of sellers (those testing the market without little real intent to 
pursue a transaction through, or about 4 per cent of the total) from seeking a listing. 
By definition, since those listing that fell into this category had no intention of 
actually selling, this latter effect is unlikely to have a measurable impact on actual 
transactions.

A3.49 Standing back from this specific evaluation of the potential effect of HIPS and taking 
a wider market based view, the position appears to be this:
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(a) The UK housing market has been growing strongly for a number of years and 
affordability pressures have been building up. A combination of these and 
interest rate increases resulted in an almost inevitable slowing in 2007 and this 
process was added to later in the year by the effects of the ‘credit crunch’. 
Although HIPs have surely had some impact on new listings, it is striking that 
few analysts have identified HIPs with either the start of the wider market 
slowdown or with much lower rates of house price growth in 2008. There is a 
widespread view that it is very difficult to identify a specific HIP effect on price 
trends (as distinct from listings).

(b) In a softening market reduced listings might most naturally be argued to lead to 
limits on any tendency for prices to fall, since with buyers would have fewer 
properties to choose from. With 60 per cent of the market already covered by 
HIPs and with a degree of uncertainty regarding future house price trends there 
are strong arguments for putting the whole market under the same regime, 
particularly in the context of more testing and uncertain market conditions. From 
a market perspective closing off uncertainty regarding the HIP regime is likely to 
be seen as a positive step forward given the range of other pressures coming 
through. Indeed, were the HIPs rollout not now to be completed, it is possible 
that that might be interpreted as a negative signal for the future of the housing 
market – as if the government “knew something nasty” about the outlook for 
housing.

A3.50 We repeat, as in the Main Report: Although prices may fall (or rise) during the 
next twelve months, as in other markets this will be overwhelmingly driven by 
the fundamental drivers of supply and demand, rather than by HIPs. The idea that 
HIPs would be the main or key determinant of the direction of the housing market 
remains, in our view, unfounded. In other words, although the world has changed, 
our view of the likely impact of HIPs has not.

 




