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NOT FOR BROADCAST OR PUBLICATION BEFORE 00.01 HRS Monday 29th Au
This latest Halifax Buying vs. Renting Review tracks changes in the cost of buying and renting a typical two 
bedroom flat for a First-Time Buyer across the UK over the last three years. Average buying costs include 
mortgage payments, income lost by funding a deposit rather than saving and spending on household 
maintenance and repair and insurance costs. Figures relate to the first year of purchase. The review is based 
on data from the Halifax's own extensive housing statistics database, Birmingham Midshires, the Bank of England 
and the Office for National Statistic  a weighted average based on regional housing tenure s (ONS). UK figures are
figures.  
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Average deposits stabilise…  
FTBs put down an average deposit of £27,127 in July 2011, equivalent to 20% of the average property 
price. This is nonetheless 6% lower than the average of £28,751 in July 2008, revealing a small 
improvement over the period.  
 
Moreover, although the transaction costs associated with home purchase including stamp duty and legal 
fees can also add to the overall cost of buying a property, Halifax estimates that 95% of FTBs are 
currently exempt from paying stamp duty. This is as a consequence of the temporary increase in the 
threshold for FTBs from £125,000 to £250,000. 
 
 

 
The cost of buying a home for first-time buyers is more than £100 a month lo
according to new research by Halifax. The average month
bedroom flat in the UK for a first-time buyer (FTB) totalled £567 in July 2011, 16% (£110) lower than the
typical rent paid2 on the same property type (£677 a month). This is in contrast t
average cost of buying was in fact 29% (£212) more than the average rent paid.  
 
Since 2008, the c
times the 8% (£62) decline in th
fallen by 2% over the past year whilst average rental costs have risen by 6%.  
 
Lower mortgage rates 
The decline in buying costs for a FTB has been driven by the fall in mortgage rates and house price
since 2008. The average mortgage rate3 for a new borrower stands at 3.84%: a fall o
from an average of 5.91% in mid 2008. The average FTB house price has fallen by
over the same period.  
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accounted for 48% of average UK disposable income.6 
 
Buying is now more affordable than renting in all UK regions 
Buying a property for someone looking to take their first step on to the property ladder was more 
affordable than renting in all twelve UK regions. Conversely, in July 2008, buying was in fact more 
expensive than renting in all regions.  
 
Buying is currently most cost-effective compared to renting in Northern Ireland with the average FTB 
paying 29% a month less than the typical private tenant. In contrast, the cost of buying is just 1% (£9) 
lower than the cost of renting in the South East. 
 
 
 

...but number of FTBs has fallen by almost a quarter since 2008 
Despite the improvement in the affordability of buying relative to renting, figures fr
Mortgage Lenders4 show that there were 84,000 first-time buyers in the first half of 2011: 23% lower than 
in the same period in 2008. This partly reflects the economic turbulence over the 

 
 
The current trade-off between buying and renting will narrow when interest rates
Halifax estimates that the cost of buying would be broadly in line with the cost of renting if the

5

uncertain economic outlook, interest rates are likely to remain very low for sometime yet. 
 
 

"The recent decline in the cost of buying a property for first-time buyers compared to
substantial and reflects the drop in both mortgage rates and house prices since 2
marked increase in the average rent paid over the past year." 
 
"However, while these affordabi
to get onto the property ladder remain challenging. Difficulties in raising a deposi
economic uncertainty are likely to mean that number of prospective first-time buyers e
will remain relatively subdued in the near term." 
 
Halifax acts to help first-time buyers 
In an effort to further support first-time buyers, Halifax r
Experian to launch Halifax Credit Expe
Halifax First Time Buyer Pledge, applicants who do not get appro

ert membership. While Halifacredit score will have access to a bespoke CreditExp
applications from first-time buyers, the new service 

 
The service will 
 

• unlimited access to their Experian credit report and Experian Credit Score  
• expert support and advice on what's im
• personalised advice on steps to improve their 

 
  
OTHER FINDINGS: 
 
Buying costs account for a quarter of disposable income 
FTB buying costs currently account 
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Table 1 – UK average monthly mortgage and rental payments* 
 

 

  

Average 
monthly 

buying costs 

Average 
monthly rental 

costs 
% 

difference 
Jul-08 £950 £738 29% 
Jul-09 £601 £679 -11% 
Jul-10 £580 £637 -9% 
Jul-11 £567 £677 -16% 

Sources: Halifax, Birmingham Midshires and ONS 

 
 
 
Table 2 – Average m tg ments by region, July 2011 

*Weighted average of regional data using housing tenure figures. 

onthly mor age and rental pay
 

 

Average 
monthly 

buying costs 

Av  erage
monthly 

rental co  sts
% 

difference
North £383 £456 -16%  
Yorkshire and the Humber £448 £ -12% 507 
North West £472 £ -13% 542 
East Midlands £411 £ -13% 475 
West Midlands £484 £493 -2% 
East Anglia £520 £ -16% 622 
Wales £466 £497 -6% 
South West £591 £624 -5% 
South East £701 £710 -1% 
Greater London £1,070 £1,119 -4% 
Northern Ireland £395 £555 -29% 
Scotland £474 £483 -2% 
UK* £567 £677 -16% 

Sources: Halifax, Birmingham Midshires and ONS 
 
 
 
 
Editors' Notes: 
 
1Average buying costs: 
Average buying costs include (i) mortgage payments, (ii) income lost by funding a deposit and (iii) household 
maintenance, repair, minor alterations and insurance costs (see below for further details). Mortgage payments refer 
to the average first-time buyers. Figures relate to the first year of purchase. The prices used in the calculation are 
simple arithmetic ('crude') averages.  These prices are not standardised and therefore can be affected by changes 
in the sample from period to period. Data refers to the 12 months to July. 
 
2 Rental payments: 
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 accounts. For example, 
the average deposit required to buy a two bedroom flat for a FTB in the UK (£23,954) would generate an average 

lost and is therefore 

Estimated maintenance repair, minor alterations and insurance costs associated with owning a home have been 
Family Spending Survey for 2009. Estimates for 2008, 2010 and 2011 have been calculated 

es on regular maintenance and repair of dwellings.  

"This report is prepared from information that we believe is collated with care, however, it is only intended to highlight 
issues and it is not intended to be comprehensive. We reserve the right to vary our methodology and to edit or 
discontinue/withdraw this, or any other report.  Any use of this report for an individual's own or third party commercial 
purposes is done entirely at the risk of the person making such use and solely the responsibility of the person or 
persons making such reliance. " 
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Average rental payments are based on rental data from the Birmingham Midshires mortgage b
a weighted average of the regional rental data and are based on new loans only. Weights h
using regional hou
12 months to the July. 
 

secured on dwellings to households for
  
4CML, Regulated Mortgage Survey, Table ML2. 
 
5This assumes that the other 
rate rises are passed in full to both savers and borrowers. Note that the 1.5 percentage point
is a 300% increase from the current level, though the subsequent percentage increase in

Calculated using e
 
 
 
 
Mortgage payments: 
Mortgage payments refer to average of repayment mortgages only (capital and interest).

database and Bank of England series on the a
loans secured on dwellings to households for new borrowers only. Average advances are based o
mortgage payments figures are a weighted average of the regional house price data. W
calculated using regional housing tenure data from the CLG. Mortgage payments refer to th
bedroom flat over 12 months to July. 
 
Income lost by funding a deposit rather than saving:
It is assumed that there is a cost involved in funding a deposit which for this a
lost from paying a deposit instead of saving it in an interest bearing account. This has been cal
price data from the Halifax's own extensive housing statistics database and the interest gained
Bank of England quoted savings rates on instant access, notice, ISA and fixed rate bond

monthly income of £22.79. If used to fund a deposit, the income from the interest would be 
included as a cost within the average monthly buying costs measure. 
 
Household maintenance, repair, minor alterations and insurance costs: 

sourced from the ONS 
using the 2009 survey data and adjusted using the CPI seri
 
 


	Over £100 a month cheaper to buy than rent for first-time buyers 



