
FIGURE 1 

Rental value growth in the Home 
Counties Q1 2016

FIGURE 2 

Tenancies agreed in the Home 
Counties, by monthly rental value 
Q1 2015 v Q1 2016

Source: Knight Frank Research Source: Knight Frank Research

Prime rents across the Home Counties 
rose by 0.9% in the first three months of 
2016, according to Knight Frank’s index. 
On an annual basis rents were 1.7% 
higher than a year previously, down from 
4.7% in March 2015.

This moderation in annual rental growth 
reflects a desire from landlords to remain 
competitive in what is increasingly 
becoming a tenant’s market.

However, behind these headlines a 
number of submarket trends exist.

While activity has been focused on the 
sub-£4,000 per month price bracket so far 
in 2016, with such tenancies accounting 
for over 50% of deals over the year to 
date, there has also been a pick-up in 
interest for lets of £10,000 and above after 
a fairly subdued 2015.

Landlords of larger properties have been 
more willing to negotiate on rents which 
reflects the relatively high levels of prime 
stock on the market, and a desire to keep 
void periods to a minimum.

This greater flexibility at the top end of 

the market, and the continued demand 

for smaller family homes close to good 

schools, underpinned a 9% increase in 

the number of tenancies agreed across 

the Home Counties between January and 

March compared to Q1 2015.

There was also an uptick in demand from 

individuals relocating for work both from 

London and internationally, with 31% 

more corporate enquiries compared to  

the previous three months.

However, more volatile economic 

conditions and a weaker financial services 

industry mean corporate budgets have 

been reduced. The EU referendum in 

June is likely to heighten this mood of 

uncertainty in the short-term.

Beyond the headline numbers, the rental 

market has continued to be location 

specific over the last year with the town 

markets of Guildford and Beaconsfield 

delivering the highest levels of growth.

Results for Q1 2016
Home Counties rents rose by 0.9% in 
Q1 2016, taking the annual change in 
rental values to 1.7%

The rental market has continued to be 
location specific with Guildford and 
Beaconsfield seeing the highest levels 
of rental growth

The number of tenancies agreed 
between January and March was 
nearly 10% higher year-on-year

There was a 31% rise in enquiries 
from individuals relocating for work 
both from London and internationally

OLIVER KNIGHT 
Senior Analyst 

PRIME RENTAL GROWTH ACROSS 
THE HOME COUNTIES MODERATES
Rising stock levels and a greater flexibility on rents from landlords has 
tipped the balance in the favour of the tenant.
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“ Greater flexibility at the 
top end of the market, 
and continued demand 
for smaller family homes, 
helped underpinned a 9% 
increase in the number of 
tenancies agreed in Q1 2016 
compared to 2015.”

Follow Oliver at @oliverknightkf

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

http://www.twitter.com/oliverknightkf
http://www.knightfrankblog.com/global-briefing
https://twitter.com/KFGlobalBrief
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HOME COUNTIES LETTINGS INDEX Q1 2016

Knight Frank Home Counties Prime Lettings Index results

Annual %  
change

Six monthly % 
change

Quarterly % 
change

Q1 2013 -3.3% -3.3% 1.4%

Q2 2013 -1.7% -1.7% 2.1%

Q3 2013 -2.7% -2.7% -4.8%

Q4 2013 -0.4% -0.4% -2.2%

Q1 2014 -4.3% -4.3% 0.7%

Q2 2014 -3.8% -3.8% 2.6%

Q3 2014 0.1% 0.1% -0.8%

Q4 2014 1.9% 1.9% -0.5%

Q1 2015 4.7% 4.7% 3.5%

Q2 2015 4.0% 4.0% 1.9%

Q3 2015 4.1% 4.1% -0.8%

Q4 2015 4.3% 4.3% -0.3%

Q1 2016 1.7% 1.7% 0.9%

“ The rental market 
has continued to 
be location specific 
over the last year 
with Guildford 
and Beaconsfield 
delivering the highest 
levels of growth.”

Global Corporate 
Lettings Review - 2015

GLOBAL
CORPORATE 
LETTINGS REPORT 
ASSESSING PROPERTY MARKET CONDITIONS  
FOR CORPORATE RESIDENTIAL TENANTS 2015

CITY-BY-CITY: TOP AREAS 
FOR CORPORATE TENANTS

CURRENCY IMPACT 
ON PRIME RENTS SCHOOLING: A TOP PRIORITY
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Prime country house prices rose by 0.3% 
on average in the first quarter of 2016, 
taking annual growth to 2.4% – down 
from a high of 5.2% in 2014.

The easing of price growth since 2014 
reflects a greater sensitivity to pricing 
from buyers in the prime market following 
successive increases in stamp duty that 
culminated in the changes introduced in 
December 2014.

This was followed by an announcement in 
November 2015 that buy-to-let investors 
and those purchasing second homes 
would be subject to an extra three 
percentage points on the rate of stamp 
duty from April 2016.

While the impact of the initial reform in 
December has been to subdue prices 
as well as activity, in the prime market, 
the November announcement has acted 
as a catalyst for some buyers looking to 
forestall a higher tax bill.

This contributed to a notable rise in 
activity in the first three months of 2016, 
with Knight Frank figures showing a 
24% rise in sales volumes across the 

prime country market compared to the 
corresponding period of 2015.

During this time, activity has primarily  
been concentrated on the sub-£1 million 
market (figure 2), boosted further by a 
growing economy and continued low 
interest and mortgage rates.

Accordingly, sub-£1 million homes 
experienced the strongest price growth, 
rising by over 4% over the last 12 months, 
more in line with the wider housing market. 
In contrast, homes worth £5 million or 
more saw values fall by 2.7% over the  
same period, with the higher transactional 
costs increasingly factored into pricing.

Knight Frank forecasts price growth of 
3.0% on average in 2016. Key town and 
city locations are likely to outperform, as 
the trend for urban living continues to  
grow and more Londoners make the  
move out of the capital.

In the short term, uncertainty surrounding 
the outcome of the EU referendum could 
have an impact on the market, causing 
some buyers to adopt a wait-and-see 
approach until after the vote.

SALES VOLUMES PICK UP AHEAD 
OF STAMP DUTY CHANGE
Prime country house prices have been rising for 13 consecutive quarters.

Key headlines from  
Q1 2016
Prime country house prices rose by 
0.3% in Q1 2016

Annual growth has eased to 2.4%, 
down from a high of 5.2% in 2014

Sub-£1 million homes have outperformed, 
rising by over 4% annually

Sales volumes in the first three months 
of 2016 were up by nearly a quarter 
year-on-year

Knight Frank forecasts price growth 
of 3.0% across the prime country 
market in 2016

FIGURE 1 

Price change 
Annual and quarterly change in prime country 
property values

FIGURE 2 

Prime country sales split by price band 
Q1 2016 v Q1 2015

Source: Knight Frank Research Source: Knight Frank Research
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“ The stamp duty 
announcement in November 
2015 has acted as a catalyst 
for some buyers looking to 
forestall a higher tax bill”.

Follow Oliver at @oliverknightkf

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

UK Prime Country  
House Index - Q1 2016

Prime Central London 
Sales Index Mar 2016

Two trends drove demand higher for prime 
central London property in March.

The first was the April deadline for the new 
additional rate of stamp duty. As confirmed 
by Chancellor George Osborne in the 
March Budget, buy-to-let investors and 
second-home buyers will pay an extra three 
percentage points of stamp duty from April 
this year.

The incentive to act before April was one 
of the reasons Knight Frank sales volumes 
in March exceeded last year’s figure. This 
bucked the trend of the first quarter of 2016, 
where volumes were flat in January and 
marginally down in February.

However, the other factor at play is a marked 
slowdown in the rate of annual growth over 
the last 18 months. It is the result of a series 
of tax changes and a preceding period of 
exceptional growth, which is also a topic that 
is increasingly covered by the media.

As a result, there is a growing recognition 
on the part of vendors that the prime central 
London property market is no longer on the 

upwards trajectory it was in the years following 
the financial crisis.

As vendors become more attuned to current 
market conditions and adjust asking prices, 
the effect is to drive demand. Asking prices 
are typically declining by in excess of 10% to 
attract price-sensitive buyers.

Annual price growth in March was 0.8%, 
which is the lowest figure since October 2009, 
when a -3.2% decline was recorded as the 
market found its feet following the collapse of 
Lehman Brothers.

However, as the map on page 2 shows, 
growth is increasingly polarised. In higher-
value western areas around Hyde Park, recent 
tax changes have had more of a dampening 
impact. Meanwhile, the opposite is true in 
traditionally lower-value markets including 
Islington and the City & Fringe.

As a result of this polarisation, Knight Frank 
forecasts a -2% decline in western markets 
and 5% growth in markets east of Mayfair and 
south of the River Thames in 2016.

March 2016
Transaction volumes rose in March 
compared to last year, the first 
increase in 2016

Deals were driven by the 3% stamp 
duty rise in April and double-digit 
declines in asking prices

Annual growth slowed to 0.8%, the 
lowest figure for more than six years

Knight Frank forecasts a -2% decline 
in western markets and 5% growth in 
eastern markets in 2016

Macro View: Bonus season in prime 
central London

TOM BILL 
Head of London Residential Research 

“There is a growing recognition 
on the part of vendors that the 
prime central London property 
market is no longer on the 
upwards trajectory it was in 
the years following the financial 
crisis”  
Follow Tom at @TomBill_KF

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

PRIME CENTRAL LONDON SHOWS 
SIGNS OF SPRINGTIME MOMENTUM
Lower asking prices and a stamp duty deadline added a sense of impetus 
in March, says Tom Bill
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FIGURE 1 
Price growth in prime central London 
Period to March 2016

Source: Knight Frank Research Source: Knight Frank Research

FIGURE 2 
Stronger growth in lower price brackets 
Annual growth in March 2016 by price band
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Source: Knight Frank Residential Research

Annual rental value growth in prime central 
London slowed to -1% in March. It was the 
lowest rate since May 2014, shortly before a 
transition began in the prime central London 
property market.

July 2014 marked the start of a 19-month 
run of positive annual rental value growth as 
demand transferred from the sales market 
due to uncertainty surrounding the UK general 
election and property taxation.

However, supply also rose as a growing 
number of vendors decided to let their 
properties for the same reasons.

This uninterrupted period of growth ended in 
February this year, partly as a result of higher 
supply, which put downwards pressure on 
rental values.

The greater level of supply has taken a longer 
period of time to have an impact on rental 
values because landlords were initially more 
prepared to withstand void periods.

That began to change at the start of 2016, 
and asking rent reductions led to an increase 
in deal volumes. The number of tenancies 
agreed in the first two months of this year was 
12% higher than in 2015.

However, demand has also been dampened by 
fragility in global financial markets. Banks have 
reduced headcount and relocation budgets as 
a result of the slowing Chinese economy, falling 
commodity prices and the prospect of negative 
interest rates. The EU referendum in June is 
likely to heighten this mood of uncertainty in the 
short-term.

However against this volatile macroeconomic 
backdrop, prime central London property has 
performed strongly, as figure 2 shows. The 
total return, which combines the rental yield 
and capital value growth, was 4% in the year 
to February, outperforming benchmark indices 
including hedge funds and stock markets.

Beyond the headline numbers, the rental market 
has become more geographically polarised over 
the last year (figure 3). This is partly due to the 
fact demand from financial services tenants has 
moved east, where rental values are lower and 
the City financial district is closer.

As a result, Knight Frank forecasts annual 
rental growth of 1% in western areas of 
prime central London and 2.5% in markets 
east of Mayfair and south of the River 
Thames in 2016.

March 2016
Annual rental value growth in prime 
central London fell to -1% in March, the 
lowest rate since May 2014

The number of tenancies agreed in the first 
two months of 2016 was 12% higher than 
2015

Total return of 4% in the year to February 
outperformed a series of other 
benchmark indices

Knight Frank forecasts 2.5% annual 
rental value growth in eastern areas  
in 2016

Macro View: Bonus season in prime 
central London

TOM BILL 
Head of London Residential Research 

“Greater supply has taken 
a period of time to have 
an impact on rental values 
because landlords were initially 
more prepared to withstand 
void periods.”
Follow Tom at @TomBill_KF
 

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

HIGHER SUPPLY CURBS RENTAL 
VALUE GROWTH IN PRIME CENTRAL 
LONDON
A greater supply of property means landlords are increasingly willing to reduce 
asking rents in prime central London, says Tom Bill
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FIGURE 1 
Rental value growth in prime central London 
Period to March 2016

Source: Knight Frank Research Source: Knight Frank Research

FIGURE 2 
Prime central London outperforms other assets 
Year to February 2016
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FIGURE 3 

Prime rents across the 
Home Counties by area  
Average asking rents in the Home 
Counties, Q1 2016

Source: Knight Frank Research / TwentyCI
*prime rents = £1,200+
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