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Average values for greenfield residential 
development land sites around England 
fell for the fifth consecutive quarter in Q4 
2016. The greenfield land index, made up of 
a selection of sites across England, is 7% 
lower than its peak in Q4 2014, and is at a 
similar level to that seen at the start of 2013. 

The UK housing market remains 
characterised by a shortage of homes in 
many areas where demand is greatest, and 
by record-low mortgage rates. However, 
the movement in land prices also reflects 
the wider economic environment, especially 
the uncertainty in the medium-term over the 
impact of Brexit on the UK economy. 

As such, developers are adding in margins 
to allow for this uncertainty, putting a 
squeeze on land prices. 

Economic and fiscal policy is also playing 
a part in the prime central London land 
market, an area where the property market 
is still absorbing major changes made to the 
stamp duty regime over the last two years. 

Ian Marris, joint head of Residential 
Development, said: “The market for land 
in PCL is showing signs of conditions last 
seen in 2010 where, after two years of falls, 
the savvy investors returned to the market 
and bought in expectation that pricing was 
reaching the bottom. It is probably a little 
premature to make the same conclusion 

however it feels like it is close and we  
can certainly see value returning to 
development appraisals.”

The urban brownfield land market which 
bucked the wider land trend, showing 
18% growth over the last two years. The 
urban index encompasses sites across five 
major cities. It is noticeable that pricing in 
Birmingham has been strongest over the 
most recent quarter. This highlights how, 
even with wider economic uncertainties, the 
prospect of regeneration, potential transport 
uplifts, and a positive local economic picture, 
can underpin land pricing.

DIVERGING LAND MARKET  
English greenfield land values dipped again in Q4 2016, as did those in prime 
central London. However, urban brownfield land values continued to buck 
the trend rising by 2.1%, with strong growth seen in Birmingham

Key facts Q4 2016
Greenfield land values remained 
unchanged in Q4 2016, taking the 
annual decline to 4.1%

Prime Central London development 
land values fell by 2.5% in the final 
quarter of 2016, and the annual decline 
is 11.5%...

…however average land values for 
brownfield sites in key urban areas 
across the UK rose by 2.1%, taking  
the annual growth to 5.5%

GRÁINNE GILMORE 
Head of UK Residential Research

“ Amid wider economic 
uncertainties, the prospect 
of regeneration, potential 
transport uplifts, and a 
positive local economic 
picture can underpin  
land pricing.”

Follow Gráinne at @ggilmorekf

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

Source: Knight Frank Research

Source: Knight Frank Research

FIGURE 2 

Development land prices 
Indexed 100 = Sept 2011

FIGURE 1 

Housing Transactions and Government Policy  
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The Knight Frank Residential Development Land Index is designed purely to give a snapshot of 
broad trends in the development land market, and should be only be used as such. It is derived from 
valuations of a basket of more than 70 residential development sites around the country.

Rental value declines in prime central London 
continued to moderate in January, as the rate 
of supply of new available rental properties 
slowed.

While there was a 12% year-on-year rise in new 
rental properties in the final quarter of 2016, 
that figure was lower than the increase of 30% 
recorded over the first nine months of the year.

Accordingly, an annual rental value decline of 
5% in January was marginally stronger than 
that seen in the previous two months, as figure 
1 shows. Rental values have been declining 
since May 2015 in part due to higher levels of 
rental stock.

The fact landlords face a less favourable tax 
environment from April, has contributed to the 
slowdown in supply to some degree. 

However, demand continues to strengthen, 
particularly at the higher and lower end of the 
prime central London market.

Above £5,000 per week, in the so-called 
super-prime section of the lettings market, 
demand remains strong among tenants who 
are uncertain over the short-term trajectory of 

pricing in the sales market. The number of 
super-prime deals rose 5% in 2016 versus 
2015, LonRes data shows.

Activity is also relatively stronger below £1,500 
per week, as the rental value data in figure 3 
shows on page 2. 

As figure 2 shows, the number of tenancies 
agreed across prime central London was 20% 
higher in the final quarter of 2016 compared to 
2015, which puts upwards pressure on rental 
values. For rental properties between £1,500 
and £5,000 per week, activity is improving but 
remains comparatively slower. The primary 
cause is that budgets for senior executives at 
financial institutions have been reduced due to 
the wider mood of economic uncertainty.

While the UK’s decision to leave the European 
Union has raised some questions over the 
status of London as a leading global financial 
centre (see Macroview section on page 2), 
this trend for greater efficiency pre-dates 
Brexit and relates to the increased regulatory 
pressures on banks as well as a low interest 
rate environment that curbs profitability.

January 2017
The decline in annual rental value growth 
slowed marginally to -5% in January

There was a 5% year-on-year increase in 
the number of super-prime deals in 2016

There was a 12% year-on-year increase 
in the supply of new lettings properties in 
the final quarter of 2016

Average gross prime yields were 3.22%

Macroview: Banks and a hard Brexit

“Demand continues to 
strengthen, particularly at the 
higher and lower end of the 
prime central London market ”
Follow Tom at @TomBill_KF
 

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

RENTAL VALUE DECLINES BOTTOM 
OUT IN PRIME CENTRAL LONDON 
AS SUPPLY SLOWS 
The final quarter of 2016 saw strong growth in lettings volumes, with activity 
particularly strong at the highest and lowest price points, says Tom Bill

RESIDENTIAL RESEARCH

PRIME CENTRAL
LONDON RENTAL INDEX

FIGURE 1 
Rental value growth in prime central London

Source: Knight Frank Research

FIGURE 2 
Lettings demand strengthens in PCL 
Q4 2016 versus Q4 2015

TOM BILL 
Head of London  
Residential Research
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This report analyses the performance of single-unit 
rental properties in the second-hand prime central 
London market between £500 and £5,000-plus per 
week. For an analysis of the build-to-rent market 
and the institutional private rented sector in London 
and the rest of the UK, please see our Private 
Rented Sector Update report here.  

Prime Central London 
Rental Index - Jan 2017

RESIDENTIAL DEVELOPMENT LAND INDEX Q4 2016 

Prime Central London Development Land Index

Date Index 12-month  
% change

6-month  
% change 

3-month  
% change

Dec-14 148.5 24.0% 11.1% 6.4%
Mar-15 148.5 18.5% 6.4% 0.0%
Jun-15 149.9 12.1% 0.9% 0.9%
Sep-15 149.9 7.4% 0.9% 0.0%
Dec-15 148.1 -0.2% -1.1% -1.1%
Mar-16 145.8 -1.8% -2.7% -1.6%
Jun-16 135.8 -9.4% -8.3% -6.9%
Sep-16 134.4 -10.3% -7.8% -1.0%
Dec-16 131.1 -11.5% -3.5% -2.5%

Urban Development Land Index

Date Index 12-month  
% change

6-month  
% change 

3-month  
% change

Dec-15  111.85 11.9% 5.5% 2.5%
Mar-16  116.91 13.4% 7.1% 4.5%
Jun-16  115.62 9.1% 3.4% -1.1%
Sep-16  115.62 6.0% -1.1% 0.0%

Dec-16  118.03 5.5% 2.1% 2.1%

England Greenfield Development Land Index

Date Index 12-month  
% change

6-month  
% change 

3-month  
% change

Dec-14 107.57 2.3% 0.3% 0.1%
Mar-15 105.68 -0.5% -1.7% -1.8%
Jun-15 104.70 -2.4% -2.7% -0.9%
Sep-15 104.48 -2.8% -1.1% -0.2%
Dec-15 104.64 -2.7% -0.1% 0.2%
Mar-16 103.08 -2.5% -1.3% -1.5%
Jun-16 100.75 -3.8% -3.7% -2.3%
Sep-16 100.36 -3.9% -2.6% -0.4%
Dec-16 100.31 -4.1% -0.4% 0.0%

Development Finance 
Report - 2016 

RESIDENTIAL RESEARCH

2016 SURVEY RESULTS REGIONAL LENDING ANALYSED BREXIT FOCUS

RESIDENTIAL 
DEVELOPMENT 
FINANCE REPORT  
2016/2017

Prime Central London 
Sales Index - Jan 2017

Signs of stability returned to the prime central 
London sales market in the final quarter of 
2016, which appears to be carrying into 2017.

The primary driver for this trend is the fact 
vendors are increasingly reflecting higher 
transaction costs in their asking prices, which 
is narrowing the gap with buyer expectations. 
In some instances the EU referendum was the 
catalyst for overdue price reductions. 

While Brexit and Donald Trump dominate the 
wider political and economic landscape, it 
would be wrong to overstate their impact on 
the prime London property market. 

Higher rates of stamp duty is still a bigger 
issue than the prospect of article 50 being 
triggered in March. 

Improved trading conditions meant Knight 
Frank undertook more exchanges in the 
fourth quarter of 2016 than in 2015 or 2014. 
In a sign this trend has carried over into 2017, 
the number of Knight Frank  exchanges in 
January was higher than in the same month in 
the previous two years and was comfortably 
ahead of the ten-year average for January.  

Conversely, the number of exchanges between 
January and September 2016 was 20.6% down 
on the same period in 2015.

There are further signs of a strengthening 
market. While the number of new prospective 
buyers was 6% higher year-on-year between 
January and September, this gap rose to 14% in 
the final quarter. 

However, it remains difficult to draw firm 
conclusions for what this may mean in 2017 given 
the high level of political uncertainty surrounding 
Brexit and the new US President.

Indeed, figures for the wider market indicate 
a relatively subdued end to 2016. LonRes 
data, which captures more sales but is less 
representative of activity in PCL markets further 
east, showed a decline of 23% in the final 
quarter.

Meanwhile, price growth began to show signs 
of bottoming out, as figure 1 shows. While there 
was an annual decline of 6.7% in January, we 
forecast a relatively flat market in terms of price 
recovery in 2017.

January 2017
Annual growth was -6.7% in January

Transaction levels were higher in the 
fourth quarter of 2016 than the same 
period in 2015 or 2014

The number of new prospective 
buyers was 14% higher year-on-year in 
the last quarter of 2016

The number of offers made was 13% up 
year-on-year in the final quarter of 2016

Macroview: Banks and a hard Brexit

“Knight Frank undertook more 
exchanges in the fourth quarter 
of 2016 than in 2015 or 2014”  
Follow Tom at @TomBill_KF

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

STABILITY RETURNS TO PRIME 
CENTRAL LONDON DESPITE 
UNCERTAIN POLITICAL BACKDROP
There are signs that the growth in activity experienced in the final quarter 
of 2016 is carrying over into 2017, says Tom Bill

RESIDENTIAL RESEARCH

PRIME CENTRAL
LONDON SALES INDEX

FIGURE 1 
Price growth in prime central London

Source: Knight Frank Research Source: Knight Frank Research

FIGURE 2 
Sales volumes rose in the final quarter 
Figures re-based to 100
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TOM BILL 
Head of London  
Residential Research
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UK Housebuilding 
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HOUSING SUPPLY DEVELOPMENT LAND UPDATE SECTOR OUTLOOK
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FIGURE 3 

Greenfield, Brownfield (key urban 
areas) and PCL Annual % change
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