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Rents in prime central London fell
0.1% in January

Kensington was the only area to
report a monthly increase in rental
values, at 0.9%

Applicant numbers were 23.2%
higher year-on-year in the three
months to January

For the latest news, views and analysis
on the world of prime property, visit
Global Briefing or @kfglobalbrief

Follow Liam at @LiamBaileyResi

“Despite the difficulties
being experienced
in the central London
economy, our view
is that rents in
prime central London
will increase by 1%
this year.”

Liam Bailey, Global Head of Residential Research

Return to growth forecast in
London’s prime rental market

Despite a further fall in average prime central London rents in January,
an improved outlook for employment and business sentiment should
provide landlords with better news in 2013, says Liam Bailey.

While our monthly change figure for January
confirms a continuation of the decline in
prime central London rents seen during the
second half of 2012, there are positive signs
which indicate a more stable market for
2013. The 0.1% decline in January, although
an improvement on the -0.5% recorded

in December, represents the seventh
consecutive month of decreases.

As we have noted previously, weakening

job prospects in the financial service sector
played their part in creating the conditions
for a fall in rents during 2012 and if we look

at the latest data from Morgan McKinley, the
specialist City recruiter, it would appear the
outlook remains bleak, with the number of job
vacancies in the financial sector down 24% in
December compared to the previous year.

However, while the employment figures
suggest that the City economy is struggling to
gain traction, London’s long-term investment
appeal can be seen by the recent growth of
the technology and media (TMT) sectors.
According to Knight Frank’s latest Central
London Quarterly, TMT accounted for almost
30% of all office take-up across central
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London in 2012, a trend that should ultimately
serve to increase tenant demand.

While rents remain under pressure, activity
metrics provide a more positive view of the
market. Rental applicant numbers were up
23.2% year-on-year in the three months to
January, although, as has been the case in
recent months, the demand was strongest
in the sub-£1,000 per week bracket. New
instructions were 21.1% higher over the
same period.

Across prime central London rents were either
flat or declining in all areas with the exception
Kensington. Rents in this area increased by
0.9%, the first time in ten months that rents
increased. At the other end of the scale,
average rents in St John’s Wood declined
1.2%, compounding the 9.7% decline seen

in 2012.

Despite this, our view, informed by a positive
outlook for employment and business
sentiment, is that rents in prime central
London will increase by 1% this year, before
posting growth of 3%, 5%, 3.9% and 3.9% in
the years to 2017.

Figure 2
Annual and forecast price growth for prime
central London rents
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The Knight Frank Prime Central London Rental Index, established in 1995 is the most comprehensive
index covering the prime central London residential marketplace. The index is based on a repeat
valuation methodology that tracks rental values of prime central London residential property. ‘Prime
central London’ is defined in the index as covering: Belgravia, Chelsea, The City of London, Hyde Park,
Kensington, Knightsbridge, Marylebone, Mayfair, Notting Hill, Hyde Park, South Kensington and

St John’s Wood. ‘Prime London’ comprises all areas in prime central London, and in addition Canary
Wharf, Fulham, Hampstead, Richmond, Wandsworth, Wapping and Wimbledon.

Knight Frank Prime Central London Rental Index

KF Prime 12-month  6-month 3-month Monthly
Central London change change change change
Index % % % %
e Q22009 140.8 -19.3% -9.2% -1.9% n.a.
g Q32009 140.9 -17.8% -1.8% 0.1% n.a.
>3 Q42009  144.2 7.0% 2.4% 2.3% n.a.
25 Q12010 149.8 4.3% 6.3% 3.9% n.a.
'S Q2 2010 153.7 9.2% 6.6% 2.6% n.a.
& Q32010 163.2 15.9% 9.0% 6.2% n.a.
< Q4 2010 166.8 15.7% 8.5% 2.2% n.a.
- Q120M 175.1 16.9% 7.3% 5.0% n.a.
Dec-11 178.0 6.7% 0.5% -0.4% -0.1%
Jan-12 177.7 n.a. 0.1% -0.5% -0.2%
Feb-12 177.3 n.a. -0.3% -0.4% -0.2%
Mar-12 177.3 1.2% -0.8% -0.4% -0.1%
g - Apr-12 177.3 0.9% -0.7% -0.2% 0.1%
“:é May-12 176.9 0.2% -0.7% -0.3% -0.3%
_.E_ 5 Jun-12 176.9 -0.1% -0.6% -0.2% 0.0%
s 'E Jul-12 175.6 -1.1% -1.2% -1.0% -0.8%
53 Aug-12 174.9 1.7% 1.4% 1% -0.4%
é a Sep-12 174.6 -2.3% -1.5% -1.3% -0.1%
- Oct-12 173.8 -2.7% -2.0% -1.0% -0.5%
Nov-12 173.2 -2.8% -2.1% -1.0% -0.3%
Dec-12 172.3 -3.2% -2.6% -1.3% -0.5%
Jan-13 1721 -3.1% -2.0% -0.9% -0.1%
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Notes to Editors

Knight Frank LLP is the leading independent global property consultancy. Headquartered in London, Knight Frank and its New York-based global
partner, Newmark Knight Frank, operate from 244 offices, in 43 countries, across six continents. More than 7,067 professionals handle in excess
of US$817 billion (£498 billion) annually, advising clients ranging from individual owners and buyers to major developers, investors and corporate
tenants. For further information about the Company, please visit www.knightfrank.com.

© Knight Frank LLP 2013 - This report is published for general information only and not to be relied upon in any way. Although high standards have been used in the
preparation of the information, analysis, views and projections presented in this report, no responsibility or liability whatsoever can be accepted by Knight Frank LLP
forany loss or damage resultant from any use of, reliance on or reference to the contents of this document. As a general report, this material does not necessarily
represent the view of Knight Frank LLP in relation to particular properties or projects. Reproduction of this report in whole or in part is allowed with proper reference
to Knight Frank LLP Residential Research. Knight Frank LLP is a limited liability partnership registered in England with registered number 0C305934. Our registered
office is 55 Baker Street, London, W1U 8AN, where you may look at a list of members’ names.
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