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Nationality of Home Counties tenants 
(Q3 2014)

FIGURE 2 

Home Counties rental change by 
bedroom Q3 2014
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Rental values in the Home Counties grew 
on an annual basis for the first time since 
June 2012. Values were 0.1% higher than in 
September 2013 and are 2.4% higher than 
at the turn of the year.

However while annual growth may have 
crept into positive territory for the first time 
in two years, a gradual slowdown in the 
number of corporate relocation enquiries 
and a desire among landlords to keep void 
periods to a minimum, meant that between 
July and September prime rents actually fell 
by 0.8%.

Landlords do not want their properties 
sitting empty over the winter months and 
some, especially at the top-end of the 
market, have been willing to reduce asking 
rents as a result. 

Figure 2 shows the average quarterly rental 
change by bedroom, with larger 5-bedroom 
properties seeing significantly higher rental 
declines over the course of the quarter than 
those with fewer bedrooms.

The flexibility shown by landlords on rents 
has helped boost the number of tenancies. 
The number of tenancies commenced 
between July and September was 27% 
higher than the corresponding three month 
period in 2013.

There are indications that activity will 
continue to be robust in the coming months 
with the number of potential tenants, both 
corporate and private, registering with Knight 
Frank lettings agents over the three months 
to September rising by 37%, compared to 
the same period last year and the number  
of viewings 14% higher over the same time.

The number of new instructions, which 
tends to be a good indicator of future stock 
coming to the market, was 38% higher  
in the third quarter year-on-year.

Over the last three months, some 55% of 
tenants in the Home Counties were from the 
UK (figure 1), followed by North Americans 
at 15% and Europeans who accounted for 
14% of all tenancies agreed over the period.

Results for Q3 2014
Home Counties rents fell by 0.8% 
between July and September 2014

In the year to September 2014 rents 
have risen by 0.1%, the first annual 
rise in two years

The number of tenancies agreed was 
27% higher in Q3 2014 year-on-year

In Q3 2014, some 55% of tenants  
in the Home Counties were from  
the UK

OLIVER KNIGHT 
Residential Research

HOME COUNTIES RENTS BEGIN  
TO STABILISE
Despite a slight decline in rental values during the third quarter of 2014, 
prime rents across the Home Counties are higher on an annual basis  
for the first time in two years. Oliver Knight examines the figures.

RESIDENTIAL RESEARCH

HOME COUNTIES 
LETTINGS INDEX

-3.0%

-2.5%

-2.0%

-1.5%

-1.0%

-0.5%

0.0%

0.5%

0.0%0.3%

-1.5%

-2.8%

0.1%

4 B
ED

S3 B
ED

S2 B
ED

S 5 B
ED

S1 B
ED

S

“�Larger properties saw higher 
rental declines over the 
course of the quarter than 
those with fewer bedrooms”

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
https://twitter.com/KFGlobalBrief
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HOME COUNTIES LETTINGS INDEX

Knight Frank Home Counties Prime Lettings Index results

Annual %  
change

Six monthly % 
change

Quarterly % 
change

Q1 2013 -3.30% 0.10% 1.40%

Q2 2013 -1.70% 3.50% 2.10%

Q3 2013 -2.70% -2.80% -4.80%

Q4 2013 -0.40% -6.90% -2.20%

Q1 2014 -4.30% -1.60% 0.70%

Q2 2014 -3.80% 3.30% 2.60%

Q3 2014 0.10% 1.70% 0.80%
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UK housing and economic 
overview
Average house prices continued to rise in 
August yet there are some conflicting signals 
emanating from the market. 

Economic confidence is up across the 
country and this, coupled with more positive 
employment data and ultra-low interest 
rates is providing a sound underpinning for 
increasing transactions and values in many 
parts of the country. 

The Government’s Help to Buy scheme is 
also gaining momentum, with nearly 40,000 
homes now purchased under the scheme. 
Around 85% of Help to Buy Equity Loans, 
the part of the scheme that allows buyers to 
purchase a new home even if they don’t have 
a 25% deposit, were taken out by first-time 
buyers, signalling that the scheme is easing 
the bottleneck of pent-up demand. 

Yet there are some signs of headwinds in 
the market. From a regulatory point of view, 
the new mortgage rules may be acting as a 
partial dampener on activity. While mortgage 
approvals for new house purchases 
remained steady in July after the dip seen 
after the “MMR” rules were introduced in 
April (as shown in figure 1), they have not 
re-bounded to the pre-April highs. The 
data suggests that the rules, coupled with 
the new lending limits applied by the Bank 

Key facts  
September 2014
Average house prices rose by 0.8%  
in August, taking the annual increase  
to 11%

Prime central London prices up  
0.3% in August, with a 7.7% increase  
year-on-year

Prime central London rents climb 
by 0.5%, giving an annual increase of 
1.2% in August

UK House Price Sentiment eases for 
third consecutive month
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“ Average house prices 
continued to rise in August 
yet there are conflicting 
signals emanating from  
the market.”
Follow Gráinne at @ggilmorekf

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

GRÁINNE GILMORE 
Head of UK Residential Research

MARKET TAKES STOCK 
House prices continue to rise across the country but the upcoming  
months of political uncertainty surrounding the Scottish Referendum  
and the General Election could act as a dampener on price growth.  
Gráinne Gilmore examines the latest data.

Source: Knight Frank Residential Research
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of England, could be acting as a slight 
temporary brake on the market, especially 
for higher loan to income mortgages. 

RICS also reported that new buyer demand 
fell in August following a sustained period 
of month-on-month growth. This could be 
due to the summer holidays, but it comes 
amid increasingly vocal hints of an interest 
rate rise from the Bank of England Governor. 
While the markets now anticipate a rate rise 
early next year, two members of the Bank’s 
rate setting committee voted for a rate rise 
in August, the first time this has happened 
since rates hit a record low. 

There is also a period of increasing political 
uncertainty looming. All eyes are on the 
Scottish Referendum next week. 

The debate over the result has already had 
an impact on equity markets as well as 
currency markets. If there is a yes vote,  
it is likely to be the uncertainty in the market 
as Scotland thrashes out its economic and 
fiscal policies ahead of 2016 that affect the 
Scottish housing market, rather than the fact 
that Scotland becomes independent. 

In the week after the Scottish verdict comes 
in, the party conference season begins – 
the effective starting gun for the General 
Election. All parties are expected to make  
UK housing, and housebuilding a priority  
in their manifestos. 

Source: ONS
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Concerns over the introduction of a 
mansion tax, an impending interest  
rate rise and tighter mortgage lending 
meant that quarterly price growth in the 
country house market slowed to its lowest 
level in almost two years between June 
and September.

Prime property values increased by just 
0.3% in the third quarter of 2014 while 
annual growth also slowed, to 4.7%.

Despite these concerns, there hasn’t been 
a noticeable impact on sales volumes and 
the total number of exchanges completed 
so far this year was 8.4% higher than 
the corresponding period last year. The 
rising number of exchanges suggests that 
underlying demand has remained strong.

However, there are signs that this 
momentum is easing. While the number of 
property viewings was fairly steady during 
the three months to the end of September 
compared to the same period last 
year, the number of prospective buyers 
registering their interest in buying a prime 
country home fell by 9%.

Anecdotal evidence would suggest 
that concerns surrounding the possible 

introduction of a “mansion tax” on 
properties worth more than £2 million 
after next May’s general election are 
becoming more widespread among both 
prospective buyers and vendors.

Any further property tax would come on 
top of the large contribution purchasers 
of high value property already make in 
the form of stamp duty. Data for the 
2013/14 tax year shows that across 
England & Wales over £1bn of stamp 
duty revenue, of the total £6.4bn annual 
tax take, was collected from the £2 
million-plus price bracket alone.

Price growth over the last quarter was 
strongest in the South West, at 1%, 
followed by Yorkshire and the Humber. 
On an annual basis, prime homes in 
these areas have risen by 7.7% and  
5.1% respectively.

Prime town and city markets across the 
UK have benefited from rising demand 
from those relocating from London and 
downsizers and price changes in urban 
locations have reflected this. Growth of 
1.3% was seen in the three months to the 
end of September, while annual growth 
totalled 8.9%.

TAX CONCERNS DAMPEN DEMAND
Prices rose for the seventh consecutive quarter between June and 
September, but there are signs that the market is slowing. Oliver Knight 
examines the latest figures.

Results for Q3 2014
Prime property values increased by  
0.3% in Q3 2014, the slowest rate of 
growth in nearly two years

Annual price growth in the country  
house market is 4.7%

The number of sales completed so far 
this year is 8.4% higher than the same 
period of 2013

But there are signs that momentum 
is easing. The number of new buyers 
registering fell by 9% year-on-year

FIGURE 1 

Quarterly and annual price change

Source: Knight Frank Residential Research Source: Knight Frank Residential Research

FIGURE 2 

Ups and downs in the prime  
country market
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“ The rising number of 
exchanges suggests that 
underlying demand has 
remained strong.”

Follow Oliver at @oliverknightkf

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

Rental values in prime central London 
rose for the seventh consecutive month in 
September, though at a slower rate than in 
recent months.

An increase of 0.2% took annual growth to 
1.6%, which is the highest rate in two and 
a half years as the rental market in prime 
central London continues to recover.

The recovery, which began at the start of the 
year, comes as the UK economy returns to 
health after the financial crisis.

Last month, the Office for National Statistics 
said the country’s economy was 2.7% larger 
in the second quarter of the year compared 
to its pre-crisis peak. It also revised its 
second-quarter growth figure higher to 0.9%.

Similarly, the rental value index is fast 
approaching the pre-Lehman Brothers peak 
recorded in March 2008. Rental values fell 
before rising in 2011 to exceed that peak due 
to a supply squeeze but had been in decline 
since September 2011 until the start of this 
year due to the fragile UK economy.

The number of new prospective tenants in 
September was 22% higher than the same 
month last year and the total for the first nine 

months of the year was 19% higher than the 
same period in 2013.

Meanwhile, the high number of new tenancies 
agreed by Knight Frank in September meant 
the total in the first nine months of the year 
was 48% higher than 2013 while the number 
of tenancies commenced was up 55% over 
the same period.

The rentals market will also benefit as the 
uncertainty of next May’s general election 
dampens demand to some degree in the 
sales market.

While there is no marked trend of vendors 
deciding to become landlords and buyers 
becoming tenants, it is happening to some 
degree and there are increasing instances of 
properties being marketed to both the sales 
and rentals market.

Annual growth for rental values in the £1,500 
per week and above category was 1.9% while 
it was 0.9% for properties below that figure. 

Rental yields also continued their recovery in 
September, rising from 2.82% to 2.84%. It is 
not high by historical standards but it was the 
largest monthly increase in more than three 
years.

SEPTEMBER 2014
Annual rental value growth was 1.6%, 
the highest rate in two and a half years

An increase of 0.2% in September 
took the number of consecutive monthly 
rises to seven

The rental value index approached its 
pre-Lehman Brothers peak recorded 
in March 2008

The high number of new tenancies 
agreed in September meant the total 
in the first nine months was 48% higher 
than 2013.

Rental yields rose to 2.84%, increasing 
by the largest amount in more than 
three years

TOM BILL 
Head of London Residential Research 

“The rental value index is fast 
approaching the pre-Lehman 
Brothers peak recorded in 
March 2008” 
 
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  
RENTAL VALUES APPROACH  
PRE-LEHMAN PEAK
Rental values climb as UK economic recovery strengthens and yields 
increase by the most in more than three years
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FIGURE 1 
The rental market recovery 
January to September: 2014 vs 2013

FIGURE 2 
Annual rental growth and yields climb

Source: Knight Frank Residential Research Source: Knight Frank Residential Research

 Annual rental growth    Rental yield

D
O

W
N

U
P

New 
prospective 

buyers

+19%

+55%

New 
prospective 

tenants

+48%

Tenancies 
agreed

+24%

Viewings Tenancies 
commenced

2.5%

2.6%

2.7%

2.8%

2.9%

3.0%

S
ep

-1
3

O
ct

-1
3

N
ov

-1
3

D
ec

-1
3

Ja
n-

14

Fe
b

-1
4

M
ar

-1
4

A
p

r-
14

M
ay

-1
4

Ju
n-

14

Ju
l-

14

A
ug

-1
4

S
ep

-1
4

-2.5%

-2.0%

-1.5%

-1.0%

-0.5%

0.0%

0.5%

1.0%

1.5%

2.0%

Prime Central London 
Rental Index Sep 2014

Prime Outer London 
Index Q2 2014

Source: Knight Frank Residential Research

0%

3%

6%

9%

12%

15%

Sep-14Sep-13Sep-12

38%

14% 12%

36%

Price growth in prime central London 
continued to moderate in September, with the 
annual increase slowing to 7.4%, which was 
the lowest figure since January.

Prices grew 0.4% from August and growth 
over the quarter was 1%, the second lowest 
figure in four years, which is indicative of how 
demand is easing after 47 consecutive months 
of price rises.

The market is pausing for breath after a 
prolonged period of growth but a degree 
of short-term political uncertainty is also 
dampening demand.

Doubt, for example, surrounds the possible 
introduction of a so-called “mansion tax” on 
properties worth more than £2 million after 
next May’s general election.

The proposal has been criticised by politicians 
from all parties for its disproportionate impact 
on London and Knight Frank analysis of 
the two prime central London boroughs of 
Westminster and Kensington & Chelsea 
shows to what extent this would be the case.

The two boroughs contain 46% of the total 
number of £2 million-plus properties in the 
whole of England and Wales, with the potential 

overall financial contribution likely to far 
exceed that.

Furthermore, 26% of £2 million-plus properties 
in England and Wales are flats in the two 
London boroughs, not the type of large 
detached property envisaged by the tax.

More significantly, across the whole of Greater 
London, 38% of all £2 million-plus properties 
are flats while only 14% are detached 
properties. Terraced houses are the second 
largest group at 36% while semi-detached 
properties make up the remaining 12%.

The figures demonstrate the mismatch 
between perception, in particular the term 
‘mansion’, and the reality of the London 
property market, where three-quarters of 
£2 million-plus properties are either flats or 
terraced houses.

Any further property tax would also come on top 
of the large and growing contribution London 
already makes in the form of stamp duty.

Data for the 2013/14 tax year shows London 
properties contributed 81% of stamp duty 
revenue in the £2 million-plus price bracket 
in England and Wales, up from 79% in the 
previous year.

SEPTEMBER 2014
Annual growth slowed to 7.4% in 
September after a monthly rise of 0.4%

Quarterly growth of 1% was the 
second lowest in four years as next 
May’s general election approaches

Westminster and Kensington & 
Chelsea have 46% of £2 million-plus 
properties in England and Wales

26% of £2 million-plus properties in 
England and Wales are flats in the two 
London boroughs

38% of all £2 million-plus properties  
in Greater London are flats while only 
14% are detached properties

TOM BILL 
Head of London Residential Research 

“The figures demonstrate 
the mismatch between 
perception, in particular the 
term ‘mansion’, and the 
reality of the London property 
market”  
Follow Tom at @TomBill_KF

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

FLATS WOULD BE MAJORITY  
OF ‘MANSION TAX’ PROPERTIES 
IN LONDON
Knight Frank analysis shows three-quarters of properties in  
Greater London worth more than £2 million are flats or terraced 
houses, says Tom Bill
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FIGURE 1 
£2 million-plus properties in Greater  
London by type

FIGURE 2 
Annual price growth by price bracket

Source: Knight Frank Residential Research Source: Knight Frank Residential Research
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“�Rental values in  
the Home Counties 
grew on an annual 
basis for the first 
time since June 
2012.”
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