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This paper looks at the present state, and speculates over the future, of the British housing
market. Changes in the housing market influence the national economy and the lives of ten
million households who have put themselves in debt to buy housing. Many households now
live in properties which are worth less than the loan secured on them. These buyers are said to
have 'negative equity'. Negative equity is important because, unless households can bridge the
gap between their home's value and their loan from savings, or can carry the debt, they cannot
move home. The profits and security of Building Societies and other mortgage lenders are
also affected.

This paper is being written as the Halifax Building Society releases their third quarter house
price figures for 1993 under the banner: "UK House Prices Now Higher Than a Year Ago".
We can expect more headlines like this, not necessarily because house prices will rise but
because it is in almost everybody's interest to imply that they are rising. But what if they are
still falling? What if they do rise?

The current state of the housing market is described below and two scenarios - one of rising
prices, one of falling - are developed to show where many people may be affected. I focus on
negative equity as once this builds up, if homeowners with negative equity fall into arrears
with their mortgage and have their home possessed (after failing to repay), they may well find
themselves homeless but still having a large debt to pay. Negative equity also has important
implications for freedom of movement, overcrowding and regional economy prosperity in
Britain.

None of this occurs in a spatial vacuum. An economic wave of house price falls has flooded
across the country over the last four years. Having welled up in London it is now crossing the
Scottish border. If we know the human implications of price changes then that may alter our
complacency over what initially appears a less than interesting subject for geographers. The
housing market, directly or indirectly, affects the lives of too many people to be ignored.

The housing market in 1993

The dramatic slump in both house prices and transactions between 1989 and 1991 has already
been dealt with in detail in this journal (Hamnett 1993). A slump of this magnitude has not
been seen since the 1930s, just as near permanent mass unemployment has not been seen for
over half a century. Home possessions following mortgage arrears soared to an all time high
of 75,540 in 1991, a fifteen fold increase in the decade (Ford 1993). But as Hamnett has
shown, the slump was geographically concentrated in the South with mix-adjusted price series
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