 The Halifax House Price Index
Background
The Halifax House Price Index is the UK's longest running monthly house price series covering the whole country from January 1983.  The UK Index is derived from the mortgage data of the country's largest mortgage lender, which provides a robust and representative sample of the entire UK market.

There are a number of national indices covering different categories of houses (all, new and existing) and buyers (all, first-time buyers and home-movers).  These indices are also adjusted to allow for seasonal variations.  The most commonly used and quoted Halifax Index is the UK seasonally adjusted index covering all houses and all buyers.  Regional indices for the 12 standard planning regions of the UK are produced on a quarterly basis.Methodology

The indices calculated are 'standardised' and represent the price of a typically transacted house.  The need for 'standardisation' arises because no two houses are identical and may differ according to a variety of characteristics relating to the physical attributes of the houses themselves or to their locations.

In summary, prices are disaggregated into their constituent parts using a commonly used statistical technique called multivariate regression analysis.  This allows values to be attributed to the various qualitative characteristics (type of property, region, etc.) and quantitative characteristics (age of property, number of habitable rooms, garages, bathrooms, etc.) of a property.

As a result, the technique allows us to track the value of a 'typical' house over time on a like-for-like basis (i.e. with the same characteristics).  This prevents the possibility of short-term changes in the set of properties sold from month to month (for example, shifts in the regional complexion of the market or a change towards more large properties being sold) giving a misleading impression of the change in the price of a 'typical' house.

Analyses of house prices based on simple arithmetic average prices (as, for example, is the case with the Land Registry) do not compare like-for-like.

Data
The Halifax House Price Indices are derived from information on the following house characteristics:

· Purchase price. 

· Location (region). 

· Type of property: house, sub-classified according to whether detached, semi-detached or terraced, bungalow, flat. 

· Age of the property. 

· Tenure: freehold, leasehold, feudal. 

· Number of rooms: habitable rooms, bedrooms, living-rooms, bathrooms. 

· Number of separate toilets. 

· Central heating: none, full, partial. 

· Number of garages and garage spaces. 

· Garden. 

· Land area if greater than one acre. 

· Road charge liability. 

Although one hundred per cent coverage of all house purchase transactions financed by the Halifax is obtained, those transactions that do not constitute a fully consistent body of data for the purpose of house price analysis are excluded from the Indices.  These exclusions primarily cover property sales that are not for private occupation and those that are likely to have been sold at prices which may not represent 'free' or 'normal' market prices, for example, most council house sales, sales to sitting tenants, etc.  Only mortgages to finance house purchase are included; remortgages and further advances are excluded.

The data refer to mortgage transactions at the time they are approved rather than when they are completed.  Whilst this may cover some cases which may never proceed to completion, it has the important advantage that the price information is more up-to-date as an indicator of price movements and is on a more consistent time-base than completions data (such as the ODPM Index) given the variable time lags between approval and completion.

The monthly indices cover transactions during the full calendar month and the regional quarterly indices cover transactions over the entire quarter.

Properties over £1 million have been included since December 2002 to reflect the increasing number of this hitherto tiny market segment.

Seasonality
Houses prices are seasonal with prices varying during the course of the year irrespective of the underlying trend in price movements.  For example, prices tend to be higher in the spring and summer months when more people are looking to buy.  We therefore produce seasonally adjusted series to remove this effect and to allow us to concentrate on the underlying trend in house prices.  These seasonal factors are updated monthly.

The Halifax House Price Index is prepared from information that we believe is collated with care, but we do not make any statement as to its accuracy or completeness.  We reserve the right to vary our methodology and to edit or discontinue the indices at any time for regulatory or other reasons.  Persons seeking to place reliance on the indices for their own or third party commercial purposes do so at their own risk.

Full Technical Details are available free on request - contact the Housing Economics Help-line on 0845 604 5404.

