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Key Points

The Scottish Housing Market Review collates a range of previously published
statistics on the latest trends in the Scottish housing market.

Sales

« Annual growth in sales in the first half of 2025 was 6.0%, which while somewhat
below the 9.5% recorded in the second half of 2024, remained significant. This
also brought the level of sales nearly in line with the pre-covid period (down only
0.7% on the level recorded in the first half of 2019). [Registers of Scotland]

o Revenue Scotland data shows strong sales growth has persisted in recent
months. The annual growth in residential LBTT returns for the period May to
August 2025 was 4.1%, only slightly below the growth of 4.6% in the period
January to April 2025.

House Prices

e Average house prices in Scotland, as measured by the UK House Price Index
(HPI), increased annually by 4.4% in Q2 2025. This is the highest growth rate
since Q4 2022 and the sixth consecutive quarter where annual house price
growth has been positive.

Residential LBTT

e The provisional estimate for Residential LBTT revenue — excluding the Additional
Dwelling Supplement (ADS) — for the period between April and August 2025 was
£223.6m. This represents a 4.7% increase compared to the same period in
2024, and a 19.4% increase on 2023.

Private Rental Sector

« The latest data from letting agents indicate that the downward trend in new-let
private rental growth has continued: for example, the annual growth rate in the
Citylets Rental Index has fallen from a peak of 13.7% in Q3 2023 to 3.6% in Q2
2025.

Mortgage Lending

« The number of mortgages advanced to first-time buyers in Scotland increased
annually by 8.8% in Q2 2025, while for home movers the increase was 6.0%.
[UK Finance].

e The mean Loan-to-Value (LTV) ratio for first-time buyers in Scotland was 83.4%
in Q2 2025. This is the highest mean LTV ratio in the series, which began in Q2
2005. Meanwhile the mean ratio for home movers increased over the quarter
from 69.6% to 70.7% in Q2 2025, which is below its post-pandemic peak of
72.7%. [UK Finance]

o The total number of residential mortgage products increased by 220 over the
month to stand at 7,062 in early September 2025, which is the highest recorded
in the time series which began in 2008. Similarly, the number of buy-to-let (BTL)



products also reached a new peak (4,597) in September 2025. [Source:
Moneyfacts UK Mortgage Trends Treasury Report]

Reflecting successive cuts in Bank Rate since August 2024, over the year to
August 2025, the average interest rate for new floating-rate mortgage advances
fell by 1.0% point to 4.80%, while for new fixed-rate mortgages the effective rate
fell by 0.5% points to 4.22%. Despite this fall, average interest rates are still
significantly above the rates in December 2021 when the most recent tightening
cycle began. Furthermore, the average rate on outstanding fixed-rate mortgages
continues to trend up (by 0.36% points over the year to August to reach 3.71%).
as mortgages reaching their end of term are refinanced at higher rates [Bank of
England].

The 10,673 regulated mortgage accounts entering arrears across the UK was
significantly below the post-Covid peak of 15,706 in Q3 2023. [FCA]. The number
of BTL mortgages in arrears of 1.5% or more of the outstanding balance across
the UK recorded its sixth consecutive quarter-on-quarter fall in Q2 2025. [UK
Finance]

The improving trend in arrears has not yet translated into falling possessions: in
the UK there were 1,270 new possessions of regulated mortgages in Q2 2025
which represented a 10% quarterly and 36% annual increase, although
possessions remain below pre-Covid levels. [FCA] While BTL possessions in Q2
2025 fell by 2.5% on a quarterly basis, they rose by 11% on an annual basis, and
remain above pre-Covid levels. [UK Finance]

Homlessness

Homelessness assessments rose by 0.3% in 2024-25, and the number of
households in temporary accommodation by 5.6%. In contrast, homelessness
applications fell by 0.9%. [Scottish Government]

Housing Supply

In the year to end of June 2025, there were 18,869 all-sector new-build
completions in Scotland, a 6% fall on the corresponding period a year earlier;
meanwhile, there were 15,202 starts, down by 3%. [Scottish Government]

In the year to end of June 2025, Affordable Housing Supply Programme (AHSP)
completions fell by 27% from 9,381 to 6,851, as did starts (down 22% to 5,313).
[Scottish Government]

Input and Output Prices for New Housing

Annual growth in total pay in the construction sector in Great Britain (GB) slowed
from 7.6% in the three months to April 2025 to 4.5% in the three months to July
2025. The annual growth rate in the construction-output price index for new
housing has fallen from a peak of 12.3% in June 2022 to 2.7% in June 2025.
[ONS]

Data to: 15t October 2025
Contact: Jake.Forsyth@gov.scot; Bruce.Teubes@gov.scot
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1. Sales

1.1. Scottish Sales Performance: National

Chart 1.1 Number of residential property sales registered: Scotland (Quarterly data,
to Q2 2025)
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Chart 1.1 shows the volume of sales for each quarter and the 4-quarter moving
average which gives a better indication of the longer-term trend.’

There was strong sales growth in Scotland in the second half of 2024, with sales up
by an annual 9.5%, likely reflecting the softening of mortgage interest rates during
2024. While growth has since moderated, it remains positive, with the 25,308
residential property sales registered across Scotland in Q2 2025 representing an
annual increase of 5.2%, which meant that the annual growth rate in sales in the first
half of 2025 was 6.0%. This brings sales approximately in line with their pre-covid
level (the number of sales between January and June 2025 was 0.7% below the
level in the corresponding period in 2019).

Chart 1.2 tracks monthly residential LBTT returns between January 2022 and August
2025. The number of LBTT returns received between January and August 2025 was
66,530, which is 4.3% higher than during the same period in 2024 and 8.9% higher
than in 2023. Within the latest period, the annual growth rate for the period January
to April 2025 was 4.6%, while for the period May to August 2025 it was 4.1%,
suggesting that there is still momentum in the upward trend in sales.

1 Since sales data in the UK HPI dataset (based on date of entry) is only available
with a significant lag, Chart 1.1 and Table 1.1 use sales data from Registers of
Scotland (based on date of registration) which is more recent.



Chart 1.2 Residential LBTT returns (Monthly data, to August 2025)
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1.2. Scottish Sales Performance: Local Authorities

Table 1.1 sets out the level and annual change in quarterly transactions by local
authority. The volume of transactions at local authority level can fluctuate
significantly, particularly in smaller local authorities such as the island local
authorities. To remove some of this volatility, the change in transactions in the last 4
quarters compared to the preceding 4 quarters is also presented.

Table 1.1 shows that the number of residential property sales has increased in most
local authorities in Scotland: in the four quarters to Q2 2025 compared to the
preceding four quarters, Clackmannanshire (-8.2%) and East Renfrewshire (-5.7%)
were the only local authorities that experienced a fall in sales. The local authority
with the highest growth rate was Shetland Islands (18.6%), although, as noted
above, given the small number of transactions in this local authority changes tend to
be volatile. The next highest growth rates were in Aberdeenshire (14.9%) and Argyll
and Bute (14.8%).



Table 1.1 Local Authority residential property transactions registered

Local Authority Sales -Q2 | Q2 2025 on | 4 quarters to Q2 2025
2025 Q2 2024 on previous 4
quarters
Aberdeen City 1,241 6.4% 12.5%
Aberdeenshire 1,108 14.6% 14.9%
Angus 541 13.7% 14.3%
Argyll and Bute 431 16.2% 14.8%
City of Edinburgh 2,841 2.3% 11.6%
Clackmannanshire 183 -17.2% -8.2%
Dumfries and Galloway 628 6.6% 4.5%
Dundee City 669 -1.3% 6.5%
East Ayrshire 556 4.7% 1.5%
East Dunbartonshire 406 -5.8% 5.3%
East Lothian 646 18.8% 13.2%
East Renfrewshire 363 -10.6% -5.7%
Falkirk 717 9.0% 8.6%
Fife 1,693 -0.4% 5.2%
Glasgow City 2,632 0.7% 3.7%
Highland 1,013 8.2% 9.5%
Inverclyde 321 11.1% 8.8%
Midlothian 543 22.3% 13.1%
Moray 477 11.2% 2.8%
Na h-Eileanan Siar 76 -8.4% 11.6%
North Ayrshire 691 18.7% 10.0%
North Lanarkshire 1,418 11.5% 6.7%
Orkney Islands 81 6.6% 2.6%
Perth and Kinross 737 -1.6% 10.1%
Renfrewshire 911 4.7% 4.2%
Scottish Borders 497 11.4% 7.0%
Shetland Islands 68 17.2% 18.6%
South Ayrshire 528 -0.9% 3.7%
South Lanarkshire 1,665 2.7% 8.5%
Stirling 382 5.8% 8.6%
West Dunbartonshire 340 2.4% 3.1%
West Lothian 905 7.1% 13.0%
Scotland 25,308 5.2% 7.9%

Source:RoS



2. House Prices

2.1. Scottish House Price Performance: National

Chart 2.1 Annual house-price growth: Scotland (Quarterly data, to Q2 2025)
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Average house prices in Scotland, as measured by the UK House Price Index (HPI),
increased annually by 4.4% in Q2 2025. This is the highest growth rate since Q4
2022, and the sixth consecutive quarter where annual house price growth has been
positive.

The average property price (mix-adjusted, geometric mean) in Scotland stood at
£189K in Q2 2025. Registers of Scotland data shows that the average (arithmetic
mean) house price in Scotland increased annually by 2.8% to £228K in Q2 2025.
Registers of Scotland data is not mix-adjusted, so it will be affected by the
composition of properties sold.

2.2. Scottish House Price Performance by Dwelling/Buyer Type

In recent editions of the Scottish Housing Market Review, we have not included the
UK HPI breakdown of new build and existing property price estimates in Scotland,
because, as the ONS has noted, a fall in the proportion of transactions which are
processed by HM Land Registry in time for their inclusion in initial HP| estimates has
meant that revisions have been larger than usual. On 20 August 2025, the ONS
introduced a methodological improvement to the HPI imputation method to reduce
the initial overestimation of new build provisions estimates. We will monitor these
changes and if provisional estimates are no longer consistently and significantly
biased upwards, we will resume reporting new build price trends.

UK HPI data shows that annual house price growth in Q2 2025 was highest for
detached and semi-detached properties — average price growth was 5.6% for each
property type. Meanwhile, flats had the lowest growth at 2.7%.



The UK HPI shows that the average price of a property bought by former owner
occupiers in Scotland increased annually by 4.5% in Q2 2025 to £235K. Meanwhile,
the average price of a property purchased by a first-time buyer increased annually by
4.3% to £155K.

2.3. Scottish House Price Performance: Local Authorities

Table 2.1 sets out the level and annual change in quarterly house prices by local
authority. The small number of sales in some local authorities, such as the island
local authorities, can lead to some volatility in estimated house prices despite the
HPI methodology adjusting for the mix of houses sold; therefore, the change in
average house prices in the last 4 quarters compared to the preceding 4 quarters is
also presented.?

Focussing on the longer-term trend due to the volatility of quarterly data

shows that 28 of the 32 local authorities saw an increase in their average house
price in the four quarters to Q2 2025 relative to the previous four quarters. Average
house prices increased the most in the Shetland Islands (10.7%), followed by
Orkney Islands (9.3%) and Inverclyde (5.7%). The three local authorities that
recorded decreases were Na h-Eileanan Siar (-6.6%), Aberdeenshire (-1.2%) and
Aberdeen City (-0.4%). Although these changes were calculated over a longer time
period, the notable increases in the Shetland and Orkney Islands, as well as the
marked decrease in Na h-Eileanan Siar, should be interpreted with caution due to
the low number of sales in island local authorities (See Table 1.1).

2 Note that because of this volatility, the ONS already uses a three-month average to
calculate the local authority price for a given month, e.g. the published estimate for
March is a simple average of the estimates for January, February and March.
Therefore, in Table 2.1 for local authorities (although not for Scotland as a whole) the
quarterly average price, which is based on 3 months of published UK HPI estimates,
is based on data drawn from 5 months of transactions. A similar consideration
applies to the 4-quarter moving average.



Table 2.1 Local Authority Prices

LA Prices - Q2 2025 Q2 2025 on 4 quarter to

Q2 2024 Q2 2025 on

previous 4

quarters

Aberdeen City £140,153 -0.6% -0.4%
Aberdeenshire £195,781 -4.6% -1.2%
Angus £169,795 4.3% 3.3%
Argyll & Bute £177,520 4.0% 0.0%
Clackmannanshire £166,503 4.7% 3.7%
Dumfries & Galloway £160,254 4.2% 2.8%
Dundee City £140,900 4.5% 1.1%
East Ayrshire £124,727 2.4% 3.0%
East Dunbartonshire £253,320 5.0% 2.4%
East Lothian £278,010 2.2% 0.2%
East Renfrewshire £284,395 3.2% 4.0%
Edinburgh, City of £283,734 3.4% 2.7%
Falkirk £167,122 6.1% 3.9%
Fife £166,195 3.4% 2.8%
Glasgow City £186,364 7.5% 5.3%
Highland £217,714 6.3% 3.5%
Inverclyde £110,603 7.8% 5.7%
Midlothian £279,254 3.2% 2.0%
Moray £192,132 0.2% 2.0%
Na h-Eileanan Siar £147,867 4.5% -6.6%
North Ayrshire £128,289 4.0% 3.8%
North Lanarkshire £149,487 5.3% 5.6%
Orkney Islands £227,134 9.7% 9.3%
Perth & Kinross £219,849 5.9% 2.4%
Renfrewshire £156,028 7.0% 5.4%
Scottish Borders £180,029 3.6% 3.5%
Shetland Islands £200,596 5.4% 10.7%
South Ayrshire £156,588 -1.2% 1.4%
South Lanarkshire £174,447 6.3% 4.3%
Stirling £229,895 3.8% 4.5%
West Dunbartonshire £121,123 0.7% 2.6%
West Lothian £219,114 4.6% 3.6%
Scotland £188,786 4.4% 3.4%

Source: ONS HPI




3. Residential Land and Buildings Transaction Tax

The provisional estimate for Residential Land and Buildings Transaction Tax (LBTT)
revenue — excluding the Additional Dwelling Supplement (ADS) — between April and
August 2025 was £223.6m. This represents a 4.7% increase compared to the same
period in 2024, and a 19.4% increase on 2023. A combination of sales growth (see
Chart 1.2) and rising house prices (see Chart 2.1) have contributed to higher tax
revenue.

Chart 3.1 Residential LBTT revenue (excluding ADS), £ millions (Monthly data, to
August 2025)
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Chart 3.2 plots the percentage of total residential returns received where ADS was
declared due on a monthly basis between 2022 and 2025. ADS was first introduced
in 2016, with the tax rate initially set at 3%, before being increased to 4% in January
2019, to 6% in December 2022 and to 8% in December 2024. The share of
residential returns received where ADS was declared due has trended lower in
recent years, and the 19.0% recorded in August 2025 was (other than April and May
2020 when activity was particularly affected by the Covid-19 pandemic) the lowest
share since April and May 2016, immediately after the introduction of ADS.
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Chart 3.2 Percentage of residential returns received where ADS was declared due
(Monthly data, to August 2025)
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4. Private Rental Sector

4.1. Private Housing Rental Prices

Rental market data from several letting agents indicates a slowdown in annual
growth for new let rents in Scotland. Citylets data shows the average new let rent
increased annually by 3.6% in Q2 2025, which is the fourth consecutive quarter of
decelerating growth and is significantly below the recent peak of 13.7% in Q3 2023.
Rightmove data presents a similar trend, with the annual growth rate falling from
14.5% in Q3 2023 to 2.8% in Q2 2025. More recent monthly data from Zoopla,
covering July 2025, estimates growth at 1.5%, down from 7.8% just a year earlier.
With the uptick in CPI inflation in recent quarters, in real-terms rents have largely
stabilised, with Citylets data showing new let rents rising only 0.1% in real terms in
Q2 2025 (see Chart 4.1).

It should be noted that letting agencies only cover around half of the private rented
sector, and each letting agent's data will be affected by its market coverage, which
will vary by geography and market segment. Furthermore, since letting agent
statistics are based on new-let rents, they were not directly affected by the Cost of
Living (Tenants Protection) (Scotland) Act 2022 rent cap restrictions from September
2022 to March 2024, or the temporary modification to the rent adjudication process
which applied from April 2024 to March 2025, both of which applied to existing
tenants only. As from April 2025, the rent adjudication process has reverted to the
position prior to the Cost of Living Act, whereby if a tenant applies to the Rent
Service Scotland for a review of a rent increase notice, the rent will be set at the
open market rental value.

The Housing (Scotland) Bill was passed by the Scottish Parliament in September
2025. The legislation creates provisions for new long-term, evidence-based rent
control measures in the Private Rented Sector in Scotland. Ministers will be able to
designate some parts of Scotland as rent control areas in which there will be limits
on rent increases. In any area where rent control applies, rent increases will be
limited to CPI1+1% point, up to a maximum of 6%. Further details, such as any
exemptions from rent controls, will be set out in forthcoming regulations.

12



Chart 4.1 Annual change in Citylets Rental Index, Scotland, and Consumer Price
Index, UK (Quarterly data, to Q2 2025)
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5. Mortgage Approvals and LTVs
5.1. New Mortgage Advances

There were 8,940 new mortgages advanced to first-time buyers for house purchase
in Scotland in Q2 2025, an annual increase of 8.8%. Meanwhile, there were 8,270
new mortgages advanced to home movers, an annual increase of 6.0%. Chart 5.1
shows the trend in new mortgages advanced using a 4-quarter moving total. In the
year to end Q2 2025, the 32,960 new mortgages advanced to first-time buyers was
the highest since the year to end Q2 2022. Over the same period, the 31,130 new
mortgages advanced to home movers was the highest since the year to end Q4
2022. [Source: UK Finance]

Chart 5.1 New mortgage advances for home purchase: Scotland (4-quarter
moving total, to Q2 2025)
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5.2. Mortgage Approvals

Chart 5.2 plots the monthly number of mortgage approvals across the UK for house
purchase by individuals. Mortgage approvals for house purchase, which are the firm
offers of lenders to advance credit fully secured on dwellings by a first-charge
mortgage, are a leading indicator of mortgage sales as they reflect activity early in
the buying process.

The number of mortgage approvals in July 2025 was 76,998 compared to 73,174 in
July 2024, an annual increase of 5.2%. Looking at year-to-date performance, the
number of mortgage approvals in the UK between January and July 2025 was 4.8%
higher than the same period a year earlier, and 31.4% higher than the same period
in 2023. [Source: Bank of England].
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Chart 5.2 Mortgage approvals for house purchase by individuals: UK (Monthly data,
to July 2025)

90,000 -
75,000 - =
60,000 4
-®- - -‘\
45,000 4 =
RS N S e
P . Mortgage | -+ -2023 M
30,000 1« iapprovals,JuIyl
| 2025:76,998 | —+—2024
15,000 4
- 0- 2025
O T T 1

Jan ' Feb ' Marl Apr ' May' Jun  Jul ' Aug ' Sep ' Oct ' Nov Dec

Source: Bank of England
5.3. Loan-to-Value (LTV) Ratios

Chart 5.3 shows that after initially falling following the Covid pandemic, mean LTV
ratios on new mortgages advanced to both first-time buyers and home movers in
Scotland recovered to their pre-pandemic levels, before declining again as the
upward trend in interest rates beginning at the end of 2021 fed through to mortgage
lending.

Subsequently, there has been an upward trend in mean LTV ratios for first-time
buyers and home movers, which has continued into Q2 2025. The mean LTV ratio
for first-time buyers increased over the quarter from 82.4% to 83.4%; this was the
highest recorded in this time series, which began in Q2 2005. The mean ratio for
home movers also increased over the quarter from 69.6% to 70.7%. This was below
its post-pandemic peak of 72.7% in Q2 2022. [Source: UK Finance]
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Chart 5.3 Mean Loan-to-Value ratio on new mortgages: Scotland (Quarterly data, to
Q2 2025)
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The share of all regulated residential lending across the UK with an LTV greater than
90% increased over the quarter from 7.3% to 7.8% in Q2 2025, which is the highest
share since Q2 2008, prior to the impact of the 2008 financial crisis. The share of all
lending with both an LTV greater than 90% and a high income multiple also
increased from 5.3% in Q1 2025 to 5.5% in Q2 2025, which is also the highest share
since before the start of the 2008 financial crisis.

Chart 5.4 Higher-risk lending as a share of all regulated residential lending to
individuals: UK (Quarterly data, to Q2 2025)
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Source: FCA. Higher-risk lending is classified by the FCA as an LTV over 90% or an
income multiple greater than or equal to 3.5 for single-income purchasers or 2.75 for
joint-income purchasers.
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The total number of residential mortgage products increased by 220 over the month
to stand at 7,062 in early September 2025, which is the highest recorded in the time
series, which began in 2008. The number of products with a maximum LTV of 95%
rose over the month (by 22 products) to stand at 464 in early September. [Source:
Moneyfacts UK Mortgage Trends Treasury Report]

Mortgage shelf life is the length of time between the launch of a product and its
repricing or withdrawal from the market, and average shelf life can be an indicator of
volatility in the mortgage market. The average mortgage product shelf life in
September 2025 of 17 days was unchanged over the month and was below the
average in September 2024 (21 days). [Source: Moneyfacts UK Mortgage Trends
Treasury Reports]

There has been a significant increase in the number of buy-to-let (BTL) products,
which have risen from 3,231 in December 2024 to 4,597 in September 2025, the
highest level since Moneyfacts records for this series began in 2011. [Source:
Moneyfacts UK Mortgage Trends Treasury Reports]
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6. Mortgage Interest Rates

After a tightening cycle which took Bank Rate from 0.1% prior to the December 2021
Monetary Policy Committee (MPC) meeting to 5.25% following the August 2023
meeting, its highest level since 2008, the MPC held Bank Rate steady for the
following 12 months. The MPC then cut Bank Rate in increments of 0.25% points at
their meetings in August 2024, November 2024, February 2025, May 2025 and
August 2025, which took it to 4.00%, where it was maintained at the September
2025 MPC meeting. The next MPC meeting is scheduled for 6 November 2025.

Chart 6.1 and Chart 6.2 shows the effective (or average) interest rates on new
mortgage advances and outstanding mortgage balances in the UK. [Source: Bank of
England]

Reflecting successive cuts in Bank Rate since August 2024, over the year to August
2025, the average interest rate for new floating-rate mortgage advances fell by 1.0%
point to 4.80%, while for fixed-rate mortgages the effective rate fell by 0.5% points to
4.22%. Although the downward trend in average interest rates on new mortgages
continues, average interest rates are still significantly above the rates in December
2021 when the most recent tightening cycle began.

While the average rate on outstanding variable-rate mortgages has also fallen over
the last year in response to the cuts in Bank Rate (by 0.99% points to 5.72%), the
average rate on outstanding fixed-rate mortgages has continued to trend up (by
0.36% points to 3.71%) as mortgages which reach the end of their fixed period are
refinanced at higher rates — this applies particularly to mortgages which had longer-
duration fixes.

Effective monthly interest rates on mortgage lending to households: UK (Data
as at month-end, to August 2025)
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Chart 6.2 Outstanding mortgages
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Bank of England data on advertised mortgage rates (as opposed to data in Chart 6.1
which is based on interest actually paid) also shows that advertised mortgage rates
are significantly off the peaks reached during the current interest-rate cycle: the
average advertised two-year fixed rate for a 75% LTV mortgage has fallen from its
post-pandemic peak of 6.22% in July 2023 to 4.13% in August 2025 (down 2.09%
points), while the average advertised rate for a 90% LTV mortgage has fallen from its
post-pandemic peak of 6.57% in August 2023 to 4.56% in August 2025 (down 2.01%
points). The spread between the two LTV values was 0.43% points in August 2025.

Chart 6.3 Average 2-year fixed-rate 90% and 75% LTV advertised mortgage rates,
UK (Data as at month-end, to August 2025)
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Data from the Moneyfacts Treasury Report, also relating to advertised rates but
averaged across LTVs,® shows that the average 2-year fixed-rate mortgage interest
rate across LTVs decreased from 5.56% in September 2024 to 4.96% in September
2025. Meanwhile, over the same time period, the average interest rate for a 5-year
fix fell from 5.20% to 5.00%. For the first time since September 2022, the average 2-

year fixed rate mortgage sat below the 5-year equivalent.

Chart 6.4 shows that the vast majority of regulated* mortgages are on fixed rates.
The share of gross advances on fixed rates in Q2 2025 was 93%, while the share of

outstanding balances on fixed rates in Q2 2025 was 90%. (Source: FCA).

Chart 6.4 Share of regulated mortgage lending at fixed rates, UK (Quarterly data, to

Q2 2025)
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3 Note that this data differs from data in Chart 6.1 and Chart 6.2 because it refers to

the average of advertised rates rather than the average of interest actually paid, and
differs from data in Chart 6.3 because it is the average across all LTV levels.

4 A regulated loan is a loan to an individual, secured by a first or second charge on

residential property, where the property is for the use of the borrower or a close

relative.
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7. Mortgage Affordability

As illustrated by Chart 7.1, the share of borrower income taken up by capital and
interest payments for new mortgages had reached a low in 2020 due to the fall in
interest rates in response to the Covid pandemic. Subsequently, the sharp rise in
interest rates translated into a significant increase. For first-time buyers, who tend to
borrow a high proportion of the purchase price and are thus relatively more exposed
to interest-rate risk (see Chart 5.3), the share increased from a low of 15.3% in Q2
2020 to 20.5% in Q4 2023, although more recently it has fallen back somewhat to
19.8% in Q2 2025 as mortgage rates have eased. For home movers, the share has
increased from a low of 15.7% in Q3 2020 to 18.8% in Q2 2025, which is similar to
its post-pandemic high of 18.9% in Q3 2023.

Chart 7.1 Average (mean) capital-and-interest-payments-to-income ratio for new
mortgages, Scotland (Quarterly data, to Q2 2025)
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Chart 7.2 shows that the average house-price-to-income ratio for new mortgages in

Q2 2025 was 3.0 for first-time buyers and 2.7 for home movers, which for each
series is similar to its long-term average since Q2 2005.

21



Chart 7.2 Average (mean) house-price-to-income ratio for new mortgages, Scotland

(Quarterly data, to Q2 2025)
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8. Mortgage Arrears and Possessions

8.1. Arrears

As shown in Chart 8.1, following a peak of 39,556 in Q4 2008 during the financial
crisis, there was a long-term decline in the number of regulated mortgage accounts
entering arrears across the UK, which continued during the Covid period, reaching a
trough of 8,579 in Q3 2021.% This was followed by a steady increase over the next
three years, with accounts entering arrears reaching 15,706 in Q3 2023. Since then,
despite a small uptick in Q4 2025, there has been a general downward trend in the
number of accounts entering arrears, with 10,673 accounts entering arrears in Q2
2025.

Chart 8.1 Number of regulated mortgage loan accounts entering arrears: UK
(Quarterly data, to Q2 2025)
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Source: FCA. Includes both securitised and unsecuritised loans.

As the flow of mortgages into arrears has moderated, so the stock of mortgages in
arears has stabilised. Chart 8.2, which plots the share of lenders' outstanding
balances in arrears by degree of severity, shows furthermore that the share of
lenders' outstanding regulated mortgage balances in arrears of more than 1.5% of
the outstanding loan balance has edged down from a recent peak of 1.2% to stand
at 1.1% in Q2 2025, although this remained significantly above the post-pandemic
low of 0.7% in Q3 2022.

5 Note that since covid payment holidays were not classified as technical arrears,
they are not reflected in these figures; however, when these payment holidays ended
in April 2021, this did not result in an immediate substantial increase in arrears.
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Chart 8.2 Regulated mortgage balances in arrears by severity: UK (Quarterly data,
to Q2 2025)
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Source: FCA. Includes both securitised and unsecuritised loans; share is calculated
as balances on cases which are in arrears expressed as a % of total loan balances.

UK Finance data shows that there were 15,050 buy-to-let (BTL) mortgages in arrears
of 1.5% or more of the outstanding balance across the UK at the end of Q2 2025,
down by 5.5% from the previous quarter. This is the sixth consecutive quarter-on-
quarter fall, with the number of BTL mortgages in arrears falling by 23% since its
recent peak of 19,570 in Q4 2023. BTL mortgages in arrears as share of total BTL
mortgages has fallen from 0.99% to 0.78% over this period.

FCA data for non-regulated lending (which includes BTL lending but also some other
types of lending and is collected on a somewhat different basis®) shows that at the
end of Q2 2025 mortgages which were 1.5% or more in arrears represented 1.5% of
the total non-regulated residential loans, down slightly from 1.6% the previous
quarter.

6 FCA data is collected on an account basis, whereas UK Finance data is collected
on a borrower basis and covers first-charge mortgage lending only.
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Chart 8.3 Number of Buy to Let mortgages, and share of non-regulated mortgages,
in arrears of 1.5% or more of loan balance, UK (Quarterly data, to Q2 2025)
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Source: Buy to Let — UK Finance; Non-regulated loans — FCA. FCA data includes
both securitised and unsecuritised loans; the share of loans in arrears is the number
of loans in arrears as a percentage of all non-regulated loans.

8.2. Possessions

For regulated mortgages, the downward trend in the number of mortgages entering
arrears and the stabilisation in the stock of mortgages in arrears described above
have not yet translated into falling possessions, with the 1,270 new possessions in
Q2 2025 representing a 10% quarterly increase and a 36% annual increase.
However, new regulated possessions remain somewhat below their pre-covid levels
(the quarterly average in 2019 was 1,318). [Source: FCA]

The number of non-regulated mortgage possessions in Q2 2025 was 1,158, which
was similar to the level recorded in Q1 2025 (1,156), although it was an increase of
10.5% on Q2 2024. The number of non-regulated mortgage possessions remain
above their pre-covid levels (a quarterly average of 889 in 2019). [Source: FCA]

With respect to BTL mortgages specifically, UK Finance data show that there were
790 BTL mortgages taken into possession in Q2 2025, a 2.5% decrease from the
previous quarter, but an annual increase of 11%. New possessions were also above
pre-covid levels (the 2019 quarterly average was 668).
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Chart 8.4 New possessions by type of mortgage: UK (Data as at end of quarter, to
Q2 2025)
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9. Homelessness

The statistics covered in this section were originally published on the Scottish
Government website on 16 September 2025. For a broader range of homelessness
statistics and a more in depth analysis, visit the Homelessness Statistics homepage.

Between April 2024 and March 2025 in Scotland, more households were assessed
as homeless (34,067) than during the same period the previous year (33,955), which
represents an increase of 0.3%. There was also a rise in the number of households
in temporary accommodation: as at 31 March 2025, 17,240 households were in
temporary accommodation, compared to 16,330 a year earlier — an increase of
5.6%. In contrast, the number of households submitting a homelessness application
fell over the year, from 41,054 in 2023-24 to 40,688 in 2024-25 (a decrease of 0.9%).

Across all local authorities in Scotland, Dundee City had the largest annual
percentage increase in homelessness applications of 18% (an increase from 1,386
to 1,638). Additionally, Dundee City saw the largest percentage increase in the
number of applications assessed as homeless or threatened with homelessness of
24% (an increase from 1,107 to 1,377). Meanwhile, Aberdeenshire had the largest
percentage increase in households in temporary accommodation of 61% (an
increase from 70 to 113).

Chart 9.1 Homelessness applications and assessments, and households in
temporary accommodation: Scotland (Applications and assessments: fiscal year
totals; Number of households in temporary accommodation: as at the end of each
fiscal year)
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https://www.gov.scot/publications/homelessness-in-scotland-2024-25/pages/main-findings-2024-25/

10. Housing Supply

For a broader analysis of the latest housing supply data, which includes information
on the geographical distribution of new build and affordable housing supply across
local authorities, visit the Housing Statistics for Scotland webpage.

10.1. New Build

In the year to end of June 2025 the number of new-build completions across all-
sectors in Scotland was 18,869, a 6% fall on the corresponding period a year earlier,
and a 19% fall on the year ending June 2023. Over the latest time period, there were
14,274 private-sector completions which represents an annual decrease of 3%.
Meanwhile, the number of new build completions in the social sector was 4,595,
which is 14% less than in the previous year.

In the year to the end of June 2025 the number of new builds starts across all
sectors was 15,202, a fall of 3% on the corresponding period a year earlier; in the
social sector starts fell by 20% (743), and in the private sector starts rose by 2%
(198).

Chart 10.1 New-build completions by sector: Scotland (4-quarter moving total, to Q2
2025)
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10.2. Affordable Housing Supply Programme (AHSP)

The number of AHSP completions fell from 9,381 in the year to end June 2024 to

6,851 in the year to the end of June 2025 (down 27%). Meanwhile, over the same
time period, the number of AHSP starts fell by 1,470 to 5,313 (down 22%) and the
number of approvals fell by 2,265 to 4,680 (down 33%).

The Scottish Government set a target to deliver 110,000 affordable homes between
September 2021 and January 2032, of which at least 70% will be for social rent. By
June 2025, 29,680 affordable homes have been completed towards the target.

28


https://www.gov.scot/collections/housing-statistics/

These completions consist of 22,910 (77%) homes for social rent, 4,213 (14%) for
affordable rent, and 2,557 (9%) for affordable home ownership.

Chart 10.2 AHSP completions, Scotland (4-quarter moving total, to Q2 2025)

12,000 -
m Affordable Rent

10,000 A .
m Affordable Home Ownership

8,000 A m Social Rent

6,000
4,000
2,000

0

Q2-2001 Q2-2005 Q2-2009 Q2-2013 Q2-2017 Q2-2021 Q2-2025

Source: Scottish Government

29



11. Lending to House Builders, Insolvencies and
Construction Prices

11.1. Lending to House Builders

Between January and August 2025, the average monthly value of outstanding loans
to UK housebuilders was £6.4 billion — almost unchanged from the same period in
2024 (down 0.2%), and 7.4% higher than in 2023.

Chart 11.1 Loans outstanding to firms involved in construction of domestic
buildings: UK (£ Millions, Monthly data, to August 2025)
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11.2. Insolvencies

The number of construction companies registered in Scotland entering insolvency
fell during 2020 during the early phases of the Covid pandemic, before rising during
2021. The trend has since levelled off around pre-Covid levels, with the 204
insolvencies recorded in the 12 months ending June 2025 the same as in the
previous 12 months, and slightly (3%) below the 211 recorded in the 12 months
ending June 2019. In contrast, in England and Wales the number of insolvencies
recorded in the 12 months to June 2025 was 27% above the number recorded in the
12 months to June 2019.
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Chart 11.2 Number of registered company insolvencies in the construction sector
(Quarterly data, to Q2 2025)
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11.3. Input and Output Prices for New Housing

Note: In previous editions of the Scottish Housing Market Review, the construction
materials price index was reported. However, the UK Government has paused
production of this index while the ONS undertakes a review of producer price
indices, due to an issue identified with the chain-linking methods used to calculate
the indices. For further information visit the ONS webpage.

ONS average weekly earnings data show that annual growth in total pay in the
construction sector in GB has slowed in recent months, from 7.6% in the three
months to April 2025 to 4.5% in the three months to July 2025. Meanwhile, ONS
data shows that the annual growth rate in the construction-output price index for new
housing has fallen from a peak of 12.3% in June 2022 to 2.7% in June 2025.

31


https://www.ons.gov.uk/news/statementsandletters/producerpricespublicationsupdate

Chart 11.3 Annual change in the output-price index for new housing and weekly
earnings in the construction sector: GB (Monthly data, to June 2025 for output and
July 2025 for earnings)
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