HOUSE PRICES Nationwide

*% STRICTLY EMBARGOED UNTIL 7.00AM THURSDAY 29" NOVEMBER 2007

House prices fall by 0.8% in November

e House prices fell by 0.8%6 in November, bringing the annual rate of increase down to 6.9%6
¢ Sentiment in the market has weakened, but can be volatile
e Uncertainties remain, but underlying fundamentals continue to be supportive

e Introduction of final phase of HIPs may reduce available housing supply in the short term

Headlines November 2007 October 2007
Monthly index * Q1 '93 = 100 369.0 371.9
Monthly change* -0.8% 1.1%
Annual change 6.9% 9.7%
Average price £184,099 £186,044

* seasonally adjusted

Commenting on the figures Fionnuala Earley, Nationwide's Chief Economist, said:

“House prices fell by 0.8% in November, reversing October’s surprisingly strong performance. This brings
annual house price growth down to 6.9%. This is back in line with the softening trend we have seen in the
second half of the year and is consistent with our forecast of house price growth of 5-8% in 2007. The 0.8%
monthly fall is the first since February 2006 and the largest monthly fall since June 1995. However, monthly

data can be volatile and the sharp fall this month is partly a reflection of the strength recorded last month and

in November last year. A better picture of the underlying trend is captured in the three-monthly growth rate.
This too fell back into line with its softening trend in November, returning to 1.5% from the 1.8% recorded in
October. The price of a typical house in the UK is now £184,099, almost £12,000 more than this time last
year.

Market now responding to weaker drivers
“November’s data confirms that the housing market is indeed cooling in line with the weakening in housing
market drivers. Poor affordability, weaker house price growth expectations and the effect of earlier increases

in interest rates have all affected demand in the market. House purchase approvals, a good barometer of real

market demand have weakened from a peak of 128,000 a month in the final months of 2006 to 102,000 in
September. We expect this activity to continue to fall back throughout the rest of this year, and into the next.

Sentiment is changeable...

“Housing market sentiment can itself be an important driver of the housing market, and at this point in the
cycle it can easily swing on the back of every new morsel of data reported. There is a plethora of housing
market indicators and looking at the headline figures alone can sometimes be confusing. Indeed at this point
in the housing market cycle there can even seem to be conflicting messages in consecutive months of the
same series. With sentiment so important to the housing market, an oversimplification of the headline data
can have real effects. This highlights the importance of looking at overall trends, rather than focusing on one
month'’s data in isolation and more importantly, examining the underlying fundamentals.

...and can be sensitive to interpretation of data

“New data from derivative trading in the City’ shows that within the space of one month expectations of
house price growth over the next year have fallen from -2% to -7% without there being any really significant
change in the underlying housing market conditions during the period. This rapid swing is likely to be a
reflection of current financial market uncertainties and could be distorted by speculative or hedging activity,
but it illustrates how quickly the mood can change and thus the importance of looking carefully at the real
message key data is presenting.

“Some data series report views about the movement in house prices. These can be a good indication of the

direction of price movements, but can sometimes be over interpreted. A good example of this is the reports of

estate agents’ views about the movement of house prices. The Royal Institution of Chartered Surveyors
(RICS) surveys agents about whether prices have increased or fallen over the last three months and reports
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Continued financial turmoil adds to uncertainty, but underlying housing fundamentals remain
supportive

“Looking forward, it is clear that there are uncertainties in the market, not least from the continuing turmoil in

the UK's financial markets and the overall impact that this may have on the future performance of the UK
economy. We already expect economic conditions to be more difficult for the housing market next year, but
we do not expect a recession. Furthermore, with interest rates on the way down and the continued issue of
undersupply of housing in the UK market, the underlying fundamentals are perhaps more positive than the
recent swings in sentiment might suggest.

Extension of HIPs may affect housing supply in short term, but final outcome not clear

“The government has now decided to extend the Home Information Pack scheme to all homes from 14"
December. This closes the final gap and all homes being sold will now be required to have a HIP from this
date. It will be some time before the true impact of HIPs on the market becomes clear. The scheme could
speed up the process by removing those not serious about moving, but it is likely to reduce the numbers of

speculative sellers which could limit the available supply and make the house search process longer. The final

outcome is likely to depend on the importance of speculative sellers in the market, which is difficult to judge.
Arguably there will be more of these in a rising market, so the introduction of HIPs at this stage in the cycle
may have less of an effect than at other times. But if the scheme does reduce the available supply for

purchasers, given existing issues of undersupply in the UK, it is likely to offer some further support to prices in

the short term.”

Fionnuala Earley, Kate Cremin,

Chief Economist Press Officer

Tel: 01793 656370 Tel: 01793 656517

Mobile: 07985 928029

fionnuala.earley@nationwide.co.uk kate.cremin@nationwide.co.uk

2 Using weighted averages of RICS reported distribution of changes in prices and assumption of +/-10% as upper and lower bounds.
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Month Monthly Index Monthly Change | Latest 3 months on Monthly Index Annual Change Average Price
Q193 =100 % previous 3 months Q193 =100 % £
seasonally adjusted % change not seasonally adjusted
2006 Nov 345.1 1.8 3.2 343.5 9.6 172,185
Dec 349.5 1.3 3.3 346.6 10.5 173,746
Jan 350.2 0.2 3.5 345.6 9.3 173,225
Feb 352.7 0.7 3.0 348.5 10.2 174,706
Mar 354.2 0.4 2.3 353.3 9.3 177,083
Apr 357.7 1.0 1.9 359.7 10.2 180,314
May 3594 0.5 1.8 362.2 10.3 181,584
Jun 363.1 1.0 2.2 367.2 11.1 184,070
Jul 363.3 0.1 2.0 367.6 9.9 184,270
Aug 365.4 0.6 1.9 366.9 9.6 183,898
Sep 367.9 0.7 1.5 368.5 9.0 184,723
Oct 371.9 1.1 1.8 371.1 9.7 186,044
2007 Nov 369.0 -0.8 1.5 367.3 6.9 184,099
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Notes:

Indices and average prices are produced using Nationwide's updated mix adjusted House Price Methodology
which was introduced with effect from the first quarter of 1995. Price indices are seasonally adjusted using
the US Bureau of the Census X12 method. Currently the calculations are based on a monthly data starting
from January 1991. Figures are recalculated each month which may result in revisions to historical data.

The Nationwide Monthly House Price Index is prepared from information which we believe is collated with
care, but no representation is made as to its accuracy or completeness. We reserve the right to vary our
methodology and to edit or discontinue the whole or any part of the Index at any time, for regulatory or other
reasons. Persons seeking to place reliance on the Index for their own or third party commercial purposes do
so entirely at their own risk. All changes are nominal and do not allow for inflation.
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