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The Tradition “Future HPI”
The leading future house price index
Forward House Prices Lose Some of Their Previous Gains
The non-seasonally adjusted Halifax HPI for June 2009 was £2,088 down (or -1.28%) on the month at
£158,807 negating some of the gain in the average house price in the previous month.
The Tradition Future HPIs, which are forward prices (prices representing a future date) from the
residential property derivatives market expressed in simple average house price terms, show the
house price one year hence fell £1,932 from £148,828 to £146,896 after traders’ re-adjusted the
derivative prices following publication of the June 2009 index.
Three year forward house prices remain at the low point for the house price at £142,132, some
£18,673 below the current price. The house price expectation five years hence was the biggest loser
falling £7,511 to £142,926 some £17,969 below today’s house price.

Tradition Future HPI* (House Price Index)
May-09

Jun-09

June 2009

Change

HPI NSA

£160,895

£158,807

-£2,088

1 Year

£148,828

£146,896

-£1,932

3 Year

£144,806

£142,132

-£2,674

5 year

£150,437

£142,926

-£7,511

Note: Figures refer to the future value of the average house price in the UK

Commenting, Peter Sceats, Director of the real estate division of Tradition, said:

“

The recent rally in house price forward values came to an end during June and
early July, but one needs to view this retracement in context. The worst of the
market’s destruction phase is over, but the road to recovery will be neither
smooth or quick.
While first time buyers are excluded from the physical housing market by
severely limited bank lending, the relatively small number of house purchase
transactions can make for choppy movement in the index month to month.
Expect more of the same.
News that one building society had offered a more than 100% Loan to Value
mortgage to existing clients caused some consternation in the newspapers, but
it needn’t have. After such a mark down of the house price why shouldn’t LTV
rates recover for prime borrowers?

”

However lending banks ought to take more notice of forward house prices and
hedging their exposures if they are to avoid the mistakes of the past.
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Notes to Editors
The Tradition Future HPI
The Tradition Future HPI is published every month by the Property
Derivatives Team at Tradition Financial Services Limited (“Tradition”), a
global leader in interdealer broking. The index provides an estimate of the
future price of an average UK house. It uses derivative prices quoted in the
over-the-counter (OTC) residential property market with Lloyds TSB PLC's
Halifax House Price Index as its basis.
The Tradition Future HPIs are not a guarantee of future property returns;
rather they illustrate dynamic forward prices which are subject to change.
The indices are an economic reference tool representing the changing
forward value of UK housing. The OTC market in UK house price derivatives
is accessible to suitably authorised banks and institutions via Tradition. For
more information on house price derivatives, please call Tradition on +44
(0) 207 796 1510 or e-mail property@tradition.com.
Tradition is authorised and regulated by the UK FSA.
Lloyds TSB PLC Disclaimer
Lloyds TSB PLC have no liability to Tradition or its customers and are not
under any obligation to continue to publish HPI data. The data is prepared
from information that Lloyds TSB PLC believe is collated with care, but the
company makes no statement as to its accuracy or completeness. Lloyds
TSB PLC reserve the right to vary 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 their own or third party commercial
purposes do so at their own risk.
Tradition Disclaimer & Trademark Information
The information is not provided as the basis of any professional advice or
for transactional use. Tradition makes no warranties or representations
about the information contained in this release whether in relation to its
accuracy, completeness or otherwise and shall not be liable to anyone for
any claims or losses of any nature howsoever arising out of its use. Should
you require information for specific investment purposes, please contact
us. Tradition Future HPI is a trademark of Tradition and Tradition is a
registered trademark of Compagnie Financière Tradition.
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