
INSIGHT
2017

RESIDENTIAL RESEARCH

SUPER-PRIME 
2017



2

While super-prime sales activity is down from 
the very strong levels seen in 2013 and 2014, 
sales volumes have stabilised since mid-
2016, when uncertainty caused by June’s 
referendum vote coincided with the period 
following the introduction of the Additional 
Rate of Stamp Duty in April.

Sales volumes were 2% higher in the first six 
months of this year than 2016 and by value 
the increase was 10%. 

There was also a notable increase in activity 
above £30 million. By volume and value, this 
price bracket accounted for a larger slice 
of the market in the previous two years, as 
figures 4 and 5 show.

The trend for super-prime sales to spread 
to a wider range of locations has also 
continued. Once a feature of a relatively 
tightly-defined area, centred on Mayfair and 
Knightsbridge, super-prime sales are now 
increasingly evident well away from these 
traditional hubs.

The map and chart on this page illustrate 
this spread in activity. In north London, 
for example, both NW1 and NW3 have 
witnessed a marked growth in activity in 
terms of the value of super-prime sales. In 
an example of the wider importance of new-
build developments in driving demand, sales 
in Mayfair have expanded away from the 
Mount Street core. 

In similar fashion to the wider prime central 
London market, price growth above £10 
million have slowed since 2014. 

However, there is evidence the market is 
moving towards recovery mode.

Average prices for properties worth more 
than £10 million declined by 2.8% in the 
year to October, which was an improvement 
on a decrease of 7% recorded in February 
this year. It was also stronger than the 4.8% 
decline registered in October for homes 
priced at between £1 million and £2 million.

SUPER-PRIME MARKET INSIGHT 
Welcome to the latest edition of the Knight Frank Super-Prime Insight. In this report we have assembled the 
latest data covering the £10m+ residential sales market in London, highlighting where activity is taking place, 
as well as how the market is performing in the post-election and pre-Brexit period.

Source: Knight Frank Research
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FIGURE 1 
Super-prime map of London Maximum sale price in the year to 30 September 2017

 Sub £2,000,000  £2,000,000 to £5,000,000  £5,000,000 to £7,500,000    

 £7,500,000 to £10,000,000  £10,000,000 to £20,000,000  £20,000,000+

Change in total value of 
super-prime transactions 
by postcode area 
Biggest year-on-year rises in the 
12 months to September 2017

NW1 466%
NW3 424%
SE1 133%
SW3 86%
W14 70%
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Global factors  
The London market has faced considerable 
economic and political challenges, many of 
which remain in place. 
 
“Though London has had a tough time 
recently, it is seeing renewed vigour. The 
effective discount provided by a weaker 
pound has certainly helped some buyers 
seeking value. There is a continued focus 
on safe haven investments for the long 
term with increasing focus on income 
generation and longer-term returns. 
Although political risk remains with us, 
economic fundamentals underpinning the 
market remain strong, with interest rates at 
an all-time low and global economic growth 
slowly improving.” 

Paddy Dring, International Residential  
and Super-Prime 

Buyer demand is rising but remains 
price-sensitive  
One common refrain is that there appears to 
have been a definite uptick in enquiries from 
prospective buyers, which is feeding into sales. 
However, these buyers remain hesitant. 
 
“Those buyers making commitments have 
either been in the market for a while or have 
a pressing social or personal need to move. 
So there is a ticking clock for many of them 
which, together with the price declines and 
favourable currency movement, means they 
are deciding to act”.

Daniel Daggers, Super-Prime Team 

Markets have re-priced 
Increased transaction costs associated with 
the introduction of the Additional Rate of 
Stamp Duty weighed on market activity in 
2016. This led to a pricing adjustment in the 
second half of last year, meaning pricing 
expectations have gradually been realigned. 
 
“There is a feeling the market has now 
found its level and consequently there 
has been an encouraging number of new 
sales in 2017, particularly in the higher 
specification developments.” 

Ian Pidgeon,  Prime New Homes 

Transaction levels will pick up as 
interest rates normalise  
Ultra-low interest rates mean there has been 
minimal financial incentive for some vendors 
to sell, a scenario that will change as rates 
normalise:  
 
“Many sellers don’t feel any financial 
compulsion to act while interest rates 
are so low. This lack of urgency means 
asking prices don’t always take market 
comparables into account.” 

Harvey Cyzer,  Mayfair Office 

As demand changes so do 
requirements  
The London super-prime buyer base is 
extremely diverse, with British, European, 
Middle Eastern, North American and more 
recently Chinese buyers seeking property as 
both homes and as investments. While the 
range of nationalities active in the market has 
remained as wide as ever, there has been a 
definite shift in the source of wealth away from 
the financial sector and towards more tech and 
entrepreneurial sources:  
 
“As the source of wealth shifts, so do the 
desired locations for purchases. As more 
younger buyers from new wealth sectors 
appear in the market, we are being asked 
to provide properties further east into 
Fitzrovia, mid town and towards the city.” 

Charles Penny, Super-Prime Team  

Russian demand has recovered 
Russian buyers, once the dominant force in the 
super-prime London market, have seen a small 
resurgence in the past six months. 
 
“The reality is that London never lost its 
reputation as a target market for Russian 
buyers, but economic conditions in Russia 
over the past three or four years have 
unsurprisingly reduced demand. An uptick 
in the Russian economy and the weaker 
pound has led to a 26% increase in active 
Russian buyers in June this year compared 
to the same month last year.” 

Katya Zenkovich, Knight Frank Russia Desk 
 

2017 REVIEW 
AGENT PERSPECTIVE 
With the third quarter of 2017 now completed, we have spoken to a range of Knight Frank’s agents active in the  
super-prime market to obtain their perspective on market activity to date and to consider what the next 12 months may bring.

Although political risk remains with us, economic 
fundamentals underpinning the market remain strong.“
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2017 REVIEW 
AGENT PERSPECTIVE

New-build property will continue to 
shape the market 
The growth of the super-prime development 
pipeline over recent years is set to continue. 
 
“The future growth in the London market 
will likely be product-led, through super 
prime new-build schemes. These sorts of 
properties fulfil the aspirations of what is 
typically newer and younger wealth, which 
is the fusion between a design-led hotel and 
a residential property. There is still demand 
for the best one-off developments in period 
properties but the real focus remains on 
those schemes that provide a high-quality 
of amenity, privacy and service.”

Rupert des Forges,  Residential Development 
 

Vendors have become more flexible 
following the general election in June 
Despite the fact sellers are typically more 
discretionary in the super-prime price bracket, 
asking prices increasingly reflect fiscal and 
political uncertainty. 
 
“Super-prime sellers have shown flexibility 
around asking prices as taxes like stamp 
duty have risen in recent years, and this has 
picked up following the general election 
in June. In many cases, asking price 
reductions are long overdue, which will help 
liquidity in a market where perception of 
value is so important.” 

Noel Flint,   London Residential

Political instability in the UK is a 
relative concept 
While Brexit and political uncertainty in the 
UK is dampening demand to some degree, 
events in other parts of the world put this into 
perspective. 
 
“Despite everything that is going on in the 
UK, money is still coming in. The safe haven 
effect is alive and well. When you look at 
some of the instability and conflict in other 
other parts of the world it makes you realise 
the UK’s problems are relatively small by 
comparison. Capital controls are often the 
only reason more money doesn’t come in.”

Alasdair Pritchard, International Residential

Some buyers prefer the periphery of 
London 
While London has a host of obvious 
attractions, family concerns can mean that 
buyers are drawn to properties within 45 
minutes of the capital. 
 
“The obvious advantage of being just 
outside London is that you have access 
to some of the best polo, golf and country 
clubs in the world within less than an hour 
of London. Education is also a major driver 
and many buyers simply want to bring their 
children up in the country. The key area is to 
the the west and south-west of London, an 
area that benefits from good infrastructure, 
airfields and a feeling of security.”

Stuart Cole,  Country Department

UK political uncertainty has had a 
modest impact beyond Europe 

Brexit and the general election have dominated 
the headlines in the UK but the long-term 
appeal of London remains strong around the 
world. 
 
“While some European buyers have 
become more hesitant due to the current 
political uncertainty in the UK, this tends to 
affect buyers from other parts of the world 
far less, who take a more phlegmatic view 
and see beyond issues like Brexit, boosted 
by a favourable exchange rate.” 

Stuart Bailey, Belgravia Office

Don’t overlook traditional demand 
drivers 

Traditional drivers of demand have come to 
the fore as political and economic uncertainty 
have risen. 
 
“It is a cliché but education and culture still 
play a massively important role for super 
prime buyers in London. With everything 
else going on, it’s easy to forget that people 
still want to study here, go to Wimbledon 
and Ascot and love the social scene. There 
is also a strong creative aspect to living 
in London, demonstrated by some of the 
recent deals by tech companies.” 

Sami Robertson,  Kensington Office 

There is still demand for the best one-off developments in period properties 
but the real focus remains on those schemes that provide a high-quality of 
amenity, privacy and service.

“
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FIGURE 2 
The currency effect How far the effective cost of a £10 million property fell between 22 June 2016 (pre-EU referendum) and 30 September 2017

 RUB ZAR EUR AUD INR CAD USD HKD CNY SGD MYR
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FIGURE 4 
Value of super prime sales by price band 

FIGURE 5 
Volume of super prime sales by price band 

FIGURE 3 
The location of super prime sales  
£10 million-plus sales by area
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FIGURE 6 
Pricing in London’s super prime market has stabilised 
Quarterly growth above £10 million in prime central London (%)

FIGURE 7 
Average £/PSF values on the rise in 2017 
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The Knight Frank 
Super Prime Index 
shows price growth 
trended downwards 
from November 
2015, driven by the 
introduction of the 
reformed stamp duty 
rate. Since the start 
of 2017 pricing has 
stabilised and turned 
positive as the market 
increasingly absorbs 
higher transaction 
costs.

£/PSF for the 
super prime 
market trended 
downwards 
from August 
2015. It 
bottomed out 
in January 2017 
and has since 
ticked up.
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REPORTS 

PRIME LONDON SALES AND 
LETTINGS MARKET ANALYSIS

SALES AND LETTINGS MARKET  
PERFORMANCE MAP DATA DIGEST

LONDON 
RESIDENTIAL  
REVIEW
SPRING 2017
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ELMBRIDGE MARKET INSIGHT 2017
Price growth in Elmbridge has more closely tracked London than the rest of the UK over the last decade, 
buoyed by its broad appeal to young families and professionals

Elmbridge is well-positioned to take 
advantage of buyers moving from London. 
As the River Thames winds from central 
London into the Home Counties, it is one 
of the first ports of call for those seeking 
change of pace, as well as more land and 
square feet for their money.

The local authority shares a long boundary 
with Greater London, with Richmond-upon-
Thames to the north and the Kingston-
upon-Thames to the east. Regular trains 
into central London take between 25 and 
40 minutes.

Internal migration statistics underline 
its appeal to city-based workers. The 
latest available data shows that in 2015 
Elmbridge was the fifth most popular local 
authority in England for people moving out 
of London.

This steady flow of demand from the capital 
means that the area’s property market has 
been relatively resilient to recent political 
and economic headwinds, with price 
growth in Elmbridge more closely matching 
that in London than the wider UK market 
over the last decade, as figure 4 shows.

More recently higher stamp duty costs have 
put pressure on prices, something which 
is especially the case for properties valued 
above £2 million. Agents note that this has 
led to asking price adjustments in a number 
of cases.

That said, the market remains busy 
– especially where properties are 
competitively priced – with transactions 
rising slightly in 2016 compared with the 
previous year (figure 5).

The signs are that this growth has the 
potential to continue through 2017. Knight 
Frank figures show a year-on-year pick-up 

FIGURE 1 

Property prices in Elmbridge 

Source: Knight Frank Research

FIGURE 2 Elmbridge fact sheet: as a proportion of total housing stock

AGE OF HOUSING STOCKPROPERTY TYPE

Flat

26%

20%
16%

Terraced

Semi-detached

37%

Detached

1900-1939Pre-1900 1945-1972 1973-present

9%

32%
28%

31%

Activity in the London super-prime (£5,000 per 
week-plus) lettings market has continued to 
strengthen at the start of 2017. There were 42 
super prime tenancies agreed in the first four 
months of the year, up from a figure of 33 in 
the same period in 2016, LonRes data shows. 
In the year to April, there were 122 tenancies 
agreed, which was one fewer than the previous 
12-month period.

Demand at this price point remains resilient due 
to the impact of higher rates of stamp duty and 
uncertainty over the short-term prospects for 
price growth in the sales market. Tax changes 
in recent years included a stamp duty hike 
for £1 million-plus properties in December 
2014, though this cost is increasingly reflected 
in asking prices, which has stabilised sales 
volumes.

In the two years following the December 2014 
stamp duty rise, there were 231 super-prime 
lettings deals, which represented a 9.5% 
increase on the preceding two-year period.

In a sign of strengthening demand in the highest 
price brackets, there were 30 tenancies agreed 
above £10,000 per week in year to March 2017, 
which compares to 20 in the previous year.

“A wider mood of uncertainty has picked up 
following the snap general election and the start 
of Brexit talks,” said Tom Smith, Knight Frank’s 
head of super prime lettings. “At this price 
point, there are tenants who are able to rent in 
the short-term and buy when they sense that a 
greater degree of stability has returned.”

“One reason the number of tenancies agreed 
is not higher is due to limited stock availability,” 
added Tom, who said Knight Frank had agreed 
four tenancies above £20,000 per week between 
February and June. “It is less of an issue for 
tenants wanting a family house in, say, north 
London but large lateral space in prime central 
London is at somewhat of a premium.”

Flats represented 36% of the overall super prime 
lettings market in the year to April 2017, which 
was down from 41% in the preceding year.

Indeed, across the whole market landlords can 
achieve notable premiums if they are able to 
respond to high levels of demand by revamping 
existing stock to the right standard, said Knight 
Frank regional partner David Mumby. “If a 
landlord is able to reconfigure their existing 
space and fit-out the property to the right kind 
of high specification, it can be the difference 
between £3,000 and £6,000 per week,” he said.

Super prime lettings demand remains strong but securing the right 
property in central areas can be a challenge, as Tom Smith tells Tom Bill

Super Prime Lettings Team 
The Knight Frank Super Prime Lettings team 
provides a bespoke service to clients with property 
interests of £5,000-plus per week in prime central 
London. Led by Tom Smith, the team consists of 
12 local specialists with over 130 years of collective 
experience and has a dominant market share in 
London. In the year to March 2017, it completed 
more than twice as many super prime lettings as its 
two nearest competitors combined, LonRes data 
shows. The team members are based in Belgravia, 
Belsize Park, Chelsea, Hampstead, Hyde Park, 
Kensington, Knightsbridge, Marylebone, Mayfair, 
Notting Hill, South Kensington and St John’s Wood. 
Knight Frank’s global real estate network gives the 
team access to London’s most exclusive properties 
on and off the market.

 

Tom Smith 
Head of Super Prime 
Lettings 
tom.smith@knightfrank.com 
+44 20 7881 7730

Upper Grosvenor Street, Mayfair, £27,500/week   

Eaton Square, Belgravia, £20,000/week

Recent super prime lets

 SUPER PRIME LETTINGS INSIGHT SUMMER    2017 

FIGURE 1 
Super prime lettings volumes and rental values
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Average price
2007

£711,6482017*
£521,722

 

Sales volumes  
2007* 910
2017* 434

FIGURE 3  

Cobham and Oxshott  
10-year comparison

FIGURE 2  

Cobham and Oxshott transaction volumes and pricing data
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COBHAM MARKET INSIGHT

Cobham’s property market has proven remarkably resilient over the last decade

The effects of the Global Financial 
Crisis on the UK property market were 
immediate. The average UK house 
price fell by 19% from peak to trough. 
Transaction levels, which reached a  
record high of more than 1.7 million in 
2007, fell to below 750,000 in the 12 
months to the end of June 2009.

Cobham, Oxshott and the surrounding 
area was no exception, although as our 
analysis of Land Registry data shows, it 
was more resilient than the wider market.

Prices fell by 14% from their peak in 
2008 to their trough nearly a year later. 
Sales volumes effectively halved in 2008 
compared with the previous year, as 
shown on the chart opposite.

Since then, mirroring the wider UK 
housing market, prices and activity have 
picked up, underpinned by economic 
growth over this time, as well as a 
sustained period of low interest and 
mortgage rates.

FIGURE 1 

Cobham transaction volumes

*January to June  
Source: Knight Frank Research / Land Registry
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Prime country prices were largely 
unchanged between April and June 2017, 
rising by just 0.1%.

On an annual basis, property values  
were 0.2% higher on average, slightly 
improved from the 0.1% fall reported in  
the year to March.

But while values have been largely static 
over this time, an analysis of Knight Frank 
housing market data points to a more 
active market, albeit one that remains price 
sensitive following changes to property 
taxation in 2014 and 2016.

Agents report that against this backdrop  
it is vendors who are realistic about  
pricing, or willing to negotiate, that are 
achieving sales.

Knight Frank figures show prime sales 
volumes rose by more than half between 
April and May, compared to the same 
period in 2016. The comparison flatters this 
year’s performance, as the 2016 data was 
adversely impacted by the introduction of 
the additional rate of stamp duty, but even 
against the level of market activity in 2015, 
sales volumes were still higher by 29%.

A pick-up in sales volumes in the past few 
months also suggests that prime markets 
outside of London are weathering much of 
the political and economic uncertainty as a 
result of the General Election, as well as the 
ongoing discussions surrounding Brexit.

The figures do, however, also reveal some 
wider trends. Properties that are located 
close to good schools and transport links 
remained the most in demand over the 
course of the quarter, particularly in town 
and city markets which outperformed their 
more rural counterparts.

This was supported by a 1% increase in 
values for prime town houses between April 
and June. In comparison, homes located 
in more rural locations fell in value by 0.2% 
over this period. On an annual basis, prices 
were 1.5% and 0.4% higher respectively.

As we have noted in previous updates, 
a shortage of good prime housing stock 
continues to act as a barrier to further 
growth in the market. If sustained, this 
could put upwards pressure on the market 
over the remainder of the year. Knight 
Frank forecasts are for a 1.5% increase  
in prime prices in 2017.

PRICES FLAT BUT ACTIVITY  
RISES IN Q2
There was little movement in terms of price growth for prime country 
homes during the second quarter, but activity levels were robust  
compared with the same period in 2016. 

Key headlines from  
Q2 2017
Prime country prices rose by 0.1% 
between April and June

On an annual basis, property values 
were 0.2% higher

Prime properties in town and city 
markets continued to outperform, 
rising by 1% in Q2 and by 1.5% annually

Knight Frank forecasts are for a 1.5% 
increase in prime prices in 2017

FIGURE 1 

Price change 
Annual and quarterly change in prime country 
property values

FIGURE 2 

Prime urban v rural price performance 
Indexed 100 = March 2005

Source: Knight Frank Research Source: Knight Frank Research
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OLIVER KNIGHT 
Associate

“ While values have been 
largely static over this time, 
an analysis of Knight Frank 
housing market data points 
to a more active market.”

Follow Oliver at @oliverknightkf

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

The prime rental market in the Home Counties 
tend to be very cyclical, often picking up when 
the sales market slows and vice-versa. This is 
especially the case in the Super Prime market, 
covering rentals of at least £15,000 per calendar 
month.

Changes to stamp duty back in late 2014, for 
example, which increased purchase costs at the 
top end of the market, pushed demand and then 
stock into the rental sector as buyers became 
increasingly price sensitive and potential vendors 
moved their properties into the rental market. 

However, the sales market started brightly in 
2017, with Knight Frank figures showing a 33% 
pick-up in the number of £5 million-plus sales 
completed across the country in the first six 
months of 2017 compared with the same period 
last year.

The short-term impact has been to tempt those 
“accidental landlords” who had switched to the 
rental sector back into the sales market.

This is reflected by our analysis which shows a 
21% reduction in the number of Super Prime 
properties available to rent across the Home 
Counties at the end of May compared with the 
same point of 2016. Stock levels were also 12% 
lower than at the start of the year.

However, against a backdrop of falling supply, 
leading indicators of demand remain strong.

Knight Frank figures show a 13% increase in 
prospective tenants registering with a budget of 
at least £15,000 pcm in the six months to May 
compared with the previous six month period, 
for example. The volume of viewings conducted 
above this level by Knight Frank offices has also 
more than doubled over the same time.

Jemma Scott, Partner in Knight Frank 
Home Counties, said: “Increasingly, tenants 
are renting in order to ‘try before they 
buy’, illustrated by an increase in tenancy 
agreements that include an option to 
purchase. This allows families to settle in the 
area before committing to a full time move.” 

This imbalance between supply and demand 
means competition for best-in-class properties 
is robust.

Rising demand at the top end of the market is 
underpinned by the fact the Home Counties are 
often the first destination for individuals moving 
out of London. The presence of a number 
of private and international schools means 
the area also appeals to international tenants 
looking to relocate to the UK.

Demand for Super Prime rental property across the Home Counties has been 
strong so far in 2017, but stock levels at the top end of the market have fallen.

Super Prime Lettings Team 
The Knight Frank Super Prime lettings team 
provides a unique service to clients and tenants 
with property interests upwards of £15,000 per 
month across the Home Counties. Covering Ascot, 
Beaconsfield, Cobham, Esher, Guildford, Henley, 
Sunningdale, Virginia Water, Weybridge and the 
surrounding countryside, the team has over 140 
years of collaborative lettings experience. Our most 
experienced negotiators work collaboratively and 
seamlessly across Berkshire, Buckinghamshire, 
Oxfordshire, and Surrey offering a single point of 
contact for access to the Home Counties most 
exclusive properties both on and off market.

 

Jemma Scott 
Partner, Home Counties 
jemma.scott@knightfrank.com 
+44 20 7881 7730

St George’s Hill, Weybridge

Regents Walk, Ascot

Recent Super Prime lets

 SUPER PRIME HOME COUNTIES LETTINGS SUMMER    2017 

FIGURE 1 
Home counties lettings volumes and rental value data (£10,000+ pcm) 
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FIGURE 1 
Property prices 
Achieved prices, 12 months to June 2017, excludes new-build
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n Sub £1,000,000

n £1,000,000 to £1,499,999
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n £2,000,000 to £2,999,999

n £3,000,000-plus

FIGURE 3 Transaction volumes and pricing data 
Excludes new-build

0

20

40

60

80

100

Q
1-

20
14

Q
2-

20
14

Q
3-

20
14

Q
4-

20
14

Q
1-

20
15

Q
2-

20
15

Q
3-

20
15

Q
4-

20
15

Q
1-

20
16

Q
2-

20
16

Q
3-

20
16

Q
4-

20
16

Q
1-

20
17

Q
2-

20
17

£6
m

£5
.5

m

£5
.5

m

£8
.5

m

£6
.3

5m

£7
m

£1
0m

£4
.4

m

£9
.8

m

£1
0.

9m

£7
.7

5m

£4
.9

5m

£9
.2

5m

£5
.3

m

£1,000,000

£1,500,000

£2,000,000

 Total Transactions    Average   Maximum 

£2,250,000

£2,000,000

£1,750,000

£1,500,000

£1,250,000

£1,000,000

£750,000

£500,000

SW5 0 SW7 4  SW7 5

A
ve

ra
ge

 s
ol

d
 p

ric
e

Year to March 2016
Year to March 201760Key: Number of sales 150

FIGURE 2 Average sold price and sales volumes by area  
Excludes new-build

Variations in average sold prices between time periods do not necessarily indicate price growth

Contains OS data © Crown Copyright and database right 2017

Ingram
 Avenue

Highgate

Hampstead Heath

Frognal

Re
di

ng
to

n 

Ro
adFerncroft 

Avenue

W
ilm

in
gt

on
 R

oa
d

Th
e 

Bi
sh

op
's

 A
ve

nu
e

Carlingford Road

N6 4

N6 6

NW3 2

NW3 1

NW3 5

NW3 7

N6 4

N6 6

NW3 2

NW3 1

NW3 5

NW3 7

NW6 3NW6 3

NW3 6NW3 6

 HAMPSTEAD SALES MARKET INSIGHT 2017 
FIGURE 1 
Property prices in Hampstead and surrounding area 
Achieved prices, 12 months to February 2017

Source: Knight Frank Research / Land Registry
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FIGURE 3 
Transaction volumes and pricing data
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FIGURE 2 Average sold price and sales volumes by area 

Variations in average sold prices between time periods do not necessarily indicate price growth

South Kensington Market 
Insight

Hampstead Market Insight

Average prices in prime central London were 
flat in September as the market continued 
to adapt to higher transaction costs and the 
relatively uncertain political backdrop.

On an annual basis prices declined 4.6%, the 
most modest reduction since October 2016.

Annual price declines have shown signs of 
bottoming out since the start of this year, when 
a rate of -6.7% was recorded.

Growth in higher price brackets continued to 
outperform lower price brackets, indicating how 
higher rates of stamp duty that initially affected 
demand at the top end of the market are 
becoming assimilated, as figure 3 shows.

Between £5 million and £10 million prices 
declined 2.3% in the year to September, which 
compared to a 5.3% decline between £1 million 
and £2 million.

The current pricing trend remains in line with 
our forecast for broadly flat price movement this 
year.

There is certainly evidence that stamp duty has 
had a profound impact on the liquidity of the 
market and an adverse affect on achievable 
prices. To this end vendors are being forced to 
reduce asking prices to levels which, in most 
instances, equal or exceed the purchaser’s 

additional tax burden. The perception of value is 
a prerequisite to achieving sales.

Leading demand indicators show there was 
a 4.9% rise in the number of new prospective 
buyers registering between January and 
September 2017 compared to last year. Viewing 
levels were up by 8.9% over the same period. 
Transaction volumes rose 9.8% between January 
and August.

However, buyers remain cautious and transactions 
are taking longer to undertake. The average time 
between listing and exchange in prime central 
London rose to 34 days in September from 27 
days a year earlier, LonRes data shows.

There is also a degree of more restraint on the 
supply side, with levels of new stock coming to 
the market declining. There was a 18.2% drop 
in the number of new listings above £1 million 
across the whole market in prime central London 
between January and September compared to 
the same period in 2016, Rightmove data shows.

Despite the sense of uncertainty, London’s 
standing as a leading financial centre was 
underlined by a new report in September. The 
widely-read Z/Yen global financial centres index, 
which evaluates the competitiveness of global 
financial centres, showed London with a wider 
lead over New York at the top of the table.

September 2017
Average prices declined 4.6% in the 
year to September, the most modest fall 
since October 2016

Transaction volumes increased 9.8% 
year-on-year between January and 
August

New prospective buyers rose 4.9% in 
the first nine months of 2017

Viewing numbers increased 9% 
between January and September

The number of new listings above £1 
million between January and September 
was 18.2% lower than 2016

Macroview: Where next for interest rates?

“The current pricing trend 
remains in line with our forecast 
for broadly flat price movement 
this year”  
Follow Tom at @TomBill_KF

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

DEMAND HOLDS STEADY IN PRIME 
CENTRAL LONDON
Key indicators point to a market that is moving towards recovery mode, 
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 / LonRes

FIGURE 2 
Demand indicators are on the rise 
Jan-Sept 2017 versus Jan-Sept 2016

TOM BILL 
Head of London  
Residential Research

-7%

-6%

-5%

-4%

-3%

-2%

-1%

0%

1%

2%

O
ct

-1
6

N
ov

-1
6

De
c-

16
Ja

n-
17

Fe
b-

17
M

ar
-1

7
Ap

r-1
7

M
ay

-1
7

Ju
n-

17
Ju

l-1
7

Au
g-

17
Se

p-
17

Tr
an

sa
ct

io
ns

N
ew

 
Pr

os
pe

ct
iv

e 
Bu

ye
rs

Vi
ew

in
gs

10%

5%

9%

The prime central London sales index is based on 
repeat valuations of second-hand stock and does 
not include new-build property, although units from 
completed developments are included over time. 

 12-month change
 6-month change

 Quarterly change
 Monthly change

Prime Central London  
Sales Index September 2017

Average rental values in prime central London 
dipped 0.1% in the three months to September, 
which was the smallest quarterly decline in 
almost two years.

Average rents were down 3% year-on-year, 
the most modest decline since June 2016, 
underlining that a slowdown in new lettings 
stock coming onto the market is putting 
upwards pressure on rental values.

The number of properties coming onto the 
market between January and August was up just 
2.2% year-on-year, compared to an equivalent 
jump of 33% between 2015 and 2016.

Higher supply was the result of slower activity 
and pricing uncertainty in the sales market 
following a succession of tax hikes, which 
meant more owners decided to let rather than 
sell. However, this trend has started to reverse 
as asking prices adjust and demand improves.

While the availability of lettings properties has 
become more muted, demand is rising, which 
is also boosting rental values. The number of 
new prospective tenants registering in the first 
eight months of this year increased 19.6% and 

viewing levels were 25% higher than last year. 
Furthermore, the number of tenancies agreed 
in the first eight months of the year was 19% 
higher than 2016.

The imbalance between new levels of supply 
and demand suggests the market balance is 
likely to tip back in the favour of landlords after 
a period when tenants have benefitted from 
higher supply levels and falling rental values.

There is no sign that recent tax changes for 
landlords have exacerbated the trend for 
declining levels of new stock in any material 
way by prompting landlords to sell. Recent tax 
changes include the reduction of tax relief on 
mortgage interest, the loss of the wear-and-tear 
allowance and a 3% stamp duty levy for buy-to-
let investors.

While there are fewer buy-to-let mortgages 
issued in the UK than before a 3% stamp duty 
was introduced in April 2016, Knight Frank data 
shows there was a 9.8% rise in the number 
of landlords who re-let their property in prime 
central London in the year to August 2017, 
underlining the fact there has been no large-
scale exit from the buy-to-let sector.

September 2017
Average rental values fell 3% in the year to 
September 2017, the smallest decline since 
June 2016

The number of new lettings properties on 
the market between January and August 
2017 increased 2.2%

The number of new prospective tenants 
increased 19.6% between January and 
August versus 2016 

There was a 9.8% increase in the number 
of landlords re-letting their property in the 
year to August 2017

The average prime gross yield in 
September was 3.2%

Macroview: Where next for interest rates?

“The imbalance between new 
levels of supply and demand 
suggests the market balance 
is likely to tip back in the 
favour of landlords”
Follow Tom at @TomBill_KF
 

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

NEW DEMAND OUTSTRIPS NEW 
SUPPLY IN PRIME CENTRAL 
LONDON LETTINGS MARKET
A slowdown in the rate of new property is putting upwards pressure on rental 
values, says Tom Bill

RESIDENTIAL RESEARCH

PRIME CENTRAL
LONDON RENTAL INDEX

FIGURE 1 
Rental value performance in  
prime central London

Source: Knight Frank Research

FIGURE 2 
New demand outpaces new supply 
January-May 2017 versus January-May 2016

This report analyses the performance of single-unit 
rental properties in the second-hand prime central 
London market between £250 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  
http://www.knightfrank.co.uk/research

TOM BILL 
Head of London  
Residential Research

Source: Knight Frank Research
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