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The UK Residential Market – HPI Index

With the UK housing market making front-page news almost daily, we felt that this month the residential 

derivatives market is a good place to begin.

The 1-year derivative price is implying about a 13% fall in the UK HBOS house price index and the 2-year, a 

further 9% fall. This is indeed a setback, but a correction of this size merely brings prices back to their Dec 

2006 levels. If a house move was completed 6 months ago, then potentially the current valuation is lower than 

the price paid, but what is more important is the ability to service the debt in the current period.

Mortgage rates have risen over the last month or 

so despite base rates being cut, but whilst these 

rises are painful, they are not of the scale seen in 

the1990s. Currently the lack of funds available for 

homebuyers is starting to have a profound effect 

on the housing market and only time will tell if the 

Bank of England's £50 billion injection into the 
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0y 100 0% Today 5y 85.0 -3.00%

1y 87 -13.00% 7y 90 -1.43%

IPD released several European results this month and a series of derivative trading activity in the lead up to the 

release of the results. The recent IPD results and current mid market prices are shown in the table below:

The traded French All Office index came in at 18.16%.

Interestingly the Dec06-Dec07 contract was trading 

at around 18% prior to its release. 

The German All Property came in at 4.49% total return 

and the Swiss All Property saw a total return of 7.12%. 

Derivatives were also trading in both these markets in 

the build up to each release at levels close to the actual 

result.

It is interesting to note that Retail was the best 

performing sector in each country shown with the 

exception of Ireland and the UK. The UK has led 

the market correction with French Office looking 

to follow as per the derivative pricing. 

Bank of England's £50 billion injection into the 

financial system in an effort to thaw the frozen 

mortgage market will help. 

Transactions in the derivatives market have been

through something of a lull. The sellers are reluctant

To sell ‘down there’ whilst the buyers are quite 

Happy to be patient. As before, we see the most attractive  prices in the longer dated maturities. The 10y 

derivative has a mid price of 103, potentially even lower. 

European Overview

Tenor
French All Off ice 

Mids

German All 

Property Mids

Dec 07 - Dec 08 N/A 2.00%

Dec 07 - Dec 09 -3.00% 2.25%

Dec 07 - Dec 11 -2.25% 3.75%
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2y 82 -9.00% 10y 103 0.30%

3y 80 -6.67% 15y 124 1.60%

4y 82 -4.50% 20y 145 2.25%
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Source: IPD All Property All Retail All Office All Industrial

France 17.79% 22.36% 18.16% 14.34%

Netherlands 11.30% 13.40% 11.30% 11.70%

Ireland 9.90% 9.20% 10.60% 9.70%

Italy 9.23% 9.68% 9.07% 9.02%

Switzerland 7.12% 10.01% 6.91% N/A

Germany 4.49% 6.84% 3.31% 7.10%

UK -3.42% -6.08% -0.48% -3.45%
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UK IPD Performance & Market Overview 
In commercial property derivatives, short term UK prices have been pretty stable. The IPD monthly estimate of 

the annual for March came in at -0.86%. Less of a fall than in previous months certainly, but the valuation 

correction continues. Year to date, industrial has been the worst performing sector, with retail and office very 

close as the best performer in the first 3 months of this year on the monthly index. A quicker recovery of the 

retail sector is a trend that has been experienced in previous cycles – will it lead the recovery this time?

There was a spell of buying shortly after our last newsletter and prices moved up marginally, but since then they 

have drifted back down to previous levels. Predictions of 40,000 job cuts in the City have not helped bolster 

prices and mid April saw something of a sell off in the mid part of 

the curve particularly the Dec09 & Dec10 contracts. During this 

sell off the Dec 08 contract held up quite well. Reading into this, 

the short sharp correction that was originally envisaged is now not

so short and would appear to be spilling over well into 2009 and 

even into 2010. 

Current Mid-prices can be seen to the right:

IPD SWAPS

Tenor
Indicative Mid Price 

(pa)

Dec07 – Dec08 -12.50%

Dec07 – Dec09 -6.00%

Dec07 – Dec10 -2.50%

Dec07 – Dec11 +0.50%

This is for information purposes only and does not create any legally binding obligations on the part of DTZ or Tullett Prebon and/or its affiliates; it does not constitute 

professional, financial or investment advice and must not be used as a basis for making investment decisions. 

The products are aimed at investment professionals and are not available to private individuals. 

Tullett Prebon is authorized and regulated by the Financial Services Authority. 
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substantially similar property fund; and clients and newly accepted clients of DTZ Corporate Finance Limited where reasonable steps have been taken to ensure that 

any investment is suitable. The value of investments can go down as well as up and an investor may not get back the amount invested. Past performance is not a 

guide to the future. This material should not be relied upon by persons of any other description. 

This document is intended for the use of the addressee or recipient only and may not be reproduced, redistributed, passed on or published, in whole or in part, for any 

purpose, without the prior written consent of DTZ Corporate Finance Limited. Issued by DTZ Corporate Finance Limited, 1 Curzon Street, London W1A 5PZ, 

authorised and regulated by the Financial Services Authority. 
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Historical Publications

For historical newsletter publications, please see www.dtz.com and the property derivatives section. Alternatively 

for further commentary please see our monthly Property Week column or contact:

Indicative pricing available at:

Bloomberg – TPPROP<GO> Reuters – TPPROP

Click ‘Indicative swap prices from Tullett Prebon information’ on 

www.propex.co.uk

Current Mid-prices can be seen to the right:
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Dec07 – Dec11 +0.50%

Dec07 – Dec12 +1.70%
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