Fred Harrison's
18.6-Year
Property Cycle

Understanding the Predictable Patterns of
Real Estate Boom and Bust




Real estate markets follow a
consistent, predictable rhythm
driven by land value

speculation.

HISTORICAL FOUNDATION

Economist Fred Harrison identified this
cycle by studying over 300 years of UK
property data.

PRECISE TIMING

The cycle typically lasts 18 years, with a
more precise long-term average of 18.6
years.

CORE DRIVERS

It is primarily driven by the fixed supply
of land and the availability of bank
credit.

STRATEGIC VALUE

Understanding this cycle allows
investors to anticipate major market
shifts years in advance.
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18.6 PROPERTY CYCLE
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The cycle consists of
two distinct halves
separated by a mid-
cycle slowdown.

1ST HALF (7 YEARS)

Recovery and steady growth as smart money enters the
market.

MID-CYCLE SLOWDOWN

A brief dip or stagnation around year 7—-8.

2ND HALF (7 YEARS)

An explosive phase where speculation pushes prices higher.

PEAK & COLLAPSE (4 YEARS)
A 2-year peak followed by a sharp 2-year downturn.



The best investment
opportunities occur
when public
sentiment 1s at its
lowest.

MARKET BOTTOM

The recovery begins after a major crash when property prices
have bottomed out and yields are at their peak.

SMART MONEY

Contrarian investors enter the market while confidence is low,
buying assets before the general public returns.

BANK HESITANCY

Lending remains restricted, keeping the initial recovery slow

and preventing immediate speculative bubbles.

THE RIPPLE EFFECT

Growth typically ignites in prime economic centers and

gradually "ripples out” to secondary locations.



A temporary dip in the middle
cycle provides a final opportunity
for informed investors.

TIMING MARKET DRIVERS

Occurs approximately 7-8 years into the Driven by early investors taking profits and a
cycle (e.g., 2019/2020 in the current cycle). temporary cooling of demand.

PUBLIC PERCEPTION STRATEGIC VALUE

Often accompanied by media reports This phase sets the stage for the much more
suggesting the "boom is over,” scaring off aggressive ‘explosive phase” that follows.

amateur investors.



Phase 2: The
Explosive Phase

Speculation and easy credit drive house
prices far beyond fundamental values.

AGGRESSIVE LENDING

Banks become highly optimistic and
loosenf lending criteria to capture
market share in a booming

envifonment.

EDIA FRENZY

ype reaches a fever pitch,
encouraging the general public to
‘get on the ladder” at any cost to
avoid missing out.

CONSTRUCTION SURGE

Activity reaches a peak, often
characterized by “cranes on the
skyline” and massive infrastructure

projects.

ECONOMIC DISCONNECT

House price growth significantly
outpaces wage growth, fueled
almost entirely by land value
speculation.



PEAK MANIA

Fred Harrison coined the term "Winaner's Curse" for those who

The Winner's place the highest bids at
Curse

cycle's peak.

NAL EXUBERANCE
haracteristics include peak mania and the dangerous belief
The final two years of the boom are the that "this time is different.”

most dangerous time to buy.

EGO PROJECTS

Iconic "ego-projects” like the world's tallest buildings are often
announced or completed at this stage.

NEGATIVE EQUITY RISK

Investors buying now face the highest risk of negative equity in
the looming recession.



The bubble inevitably
bursts when debt
levels become
unsustainable.

THE TRIGGER

The collapse is typically triggered by rising intergst rates
or a sudden contraction in bank credit availabjlity.

THE MECHANISM

Prices plummet as over-leveraged owners are forced to
sell into a falling market, creating a dgwnward spiral.

THE DURATION

A sharp recession follows, typijcally lasting 2—4 years,
causing widespread economjc pain and deleveraging.

THE OUTCOME

This painful correction’ resets the market to fundamental

values, allowing the 18.6-year cycle to begin anew.



The cycle has
accurately
predicted every
major UK
property crash
for decades.

1972 Peak

Followed by the 1973—75 secondary banking crisis and a sharp

correction in property values.

1989 Peak

Preceded the early 1990s housing market collapse, which saw
widespread negative equity.

2007 Peak

Fred Harrison famously predicted this crash as early as 1997 and again
in 2005, years before the GFC.

The consistency of these 18-year intervals provides a powerful
framework for long-term risk management.



CYCLE GENESIS

The current cycle began around 2011/2012 following the

Current indicato rS Global Financial Crisis, marking the start of the recovery
suggest we are

° THE 2026 PEAK
approaChlng the The 18.6-year rhythm points toward a major market
'Winner's Curse' Zj?:t:zfso.% or 2026, consistent with historical boom
phase. VAT SIS

Recent years have seen the characteristic surge in
prices and speculative behavior typical of the explosive
phase.

RISK ADVISORY

Investors should be wary of high-leverage positions as
we enter the final years of the upswing before the

projected crash.



Summary and
Key Takeaways

Success in property investment
requires timing the cycle, not just
picking the right asset.

BE A CONTRARIAN

Buy when others are fearful (Recovery)

and ppe cautious when others are greedy
(Peak).

WATCH THE BANKS

Credit availability is the lifeblood of the
property cycle; monitor lending criteria
closely.

NDERSTAND LAND VALUE

Land, not the building, is the primary
driver of the 18.6-year rhythm and long-

term wealth.

PLAN FOR THE LONG TERM

Use the cycle to manage risk and
protect your capital during the

inevitable downturns.



Further Reading

The Power in the Land

Boom Bust: House Prices, Banking and the Depression of
2010

The Secret Life of Real Estate and Banking

Property Sharemarket Economics Research



