
FIGURE 1 

Prime Home Counties rental change 
Annual and quarterly % change

FIGURE 2 

Home Counties rental growth 
by bedroom Year to Q3 2016

Source: Knight Frank Research

Prime rental values across the Home 
Counties increased by 0.5% between 
July and September, according to Knight 
Frank’s rental index for the area.

This pick-up in rental growth reversed 
the trend seen in recent quarters, despite 
some of the wider economic uncertainty 
surrounding the Brexit vote.

Annual rental growth also remains positive, 
albeit largely unchanged, at 0.5%.

However, these headline figures do mask 
variations within the market. Activity has 
been more robust in lower price brackets, 
something which is reflected by stronger 
rental growth for smaller properties, as 
shown in figure 2.

Above this level, for larger properties, rising 
stock volumes have kept a lid on growth.

The number of new super-prime rental 
properties with an asking rent above 
£15,000 per month placed on the market 
across the Home Counties in the three 
months to September 2016 increased by 
81% versus 2015.

Supply at the top end has been boosted 
by an increase in the number of vendors 

deciding to rent out their property due  
to weaker conditions in the prime  
sales markets.

As a result, at this level of the market 
the balance of power remains tipped 
in favour of tenants. In some cases, 
landlords have had to be flexible in terms 
of negotiations around rents in order to 
minimise void periods.

This has contributed to an increase in  
the number of super-prime tenancies 
being agreed so far this year compared 
with 2015.

Agents note that demand has also grown 
among “try-before-you-buy” tenants 
opting to rent before purchase, especially 
given increased levels of stamp duty in  
the sales market. 

The number of new prospective tenants 
increased by 22% in the third quarter 
compared with the previous year and  
there was a 13% increase in viewings.

As a result, there is an expectation that 
rental volumes will rise in the coming 
autumn and winter months.

Results for Q3 2016
Prime rents across the Home 
Counties increased by 0.5% between 
July and September

Annual rental growth also stands  
at 0.5%

There was a 22% increase in new 
tenant registrations and a 13% rise  
in viewings in Q3, compared with  
Q3 2015

Rental volumes are expected to rise 
over the autumn and winter

The number of super-prime properties 
placed on the market between July  
and September was 81% higher  
year-on-year

OLIVER KNIGHT 
Associate

TWO-TIER MARKET EMERGES
A two-tier market is emerging across the Home Counties, with a  
sharp increase in the number of super-prime properties above  
£15,000 per month available for rent
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“ ...the balance of power 
remains tipped in favour of 
tenants – in some cases 
landlords have shown 
flexibility around rents to 
minimise void periods...”

Follow Oliver at @oliverknightkf

For the latest news, views and analysis 
on the world of prime property, visit 
Global Briefing or @kfglobalbrief Source: Knight Frank Research

http://www.twitter.com/oliverknightkf
http://www.knightfrankblog.com/global-briefing
https://twitter.com/KFGlobalBrief
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BREXIT VOTE REINFORCES PRICING 
TRENDS

STAMP DUTY REFORMS IMPACT 
LONDON MARKET

SUB-£2 MILLION MARKET 
OUTPERFORMS
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Prime property prices were largely 
unchanged in the third quarter, falling by 
0.1% over the three months to the end  
of September.

On an annual basis, growth remains positive 
at 0.5% – compared to the 1.8% dip seen 
in the prime London residential market – 
but notably slower than the peak of 5.2% 
in 2014. This moderation in price growth 
is largely a result of recent stamp duty 
increases being factored in to asking prices 
and offers.

While the headline figures suggest that the 
market has been relatively subdued, activity 
has remained resilient in the wake of the 
UK’s vote to leave the EU, with some leading 
indicators of activity remaining strong.

A 13% increase in new instructions between 
July and August compared with the same 
period of 2015, for example, means that 
stock levels across the prime market have 
started to tick up, an early sign that vendors, 
many of whom had delayed putting their 
homes on the market as a result of the 
referendum, are returning to the fray.

There was also a 7% increase in the number 
of properties going “under offer” over the 
same time.

However, our sales agents note that sensible 
pricing remains key, especially for properties 
valued above £1.5 million where the highest 
rate of stamp duty applies.

The strongest markets continue to be affluent 
towns and cities which have outperformed their 
more rural counterparts, although the differential 
has narrowed in the last 6 to 12 months.

Average values for properties in urban 
locations have risen by nearly 2% annually 
and are around 5% above the previous market 
peak. In comparison, annual price growth for 
rural properties was 0.5% and remains 12% 
below peak levels.

Prime urban markets benefit from good schools 
and amenities as well as excellent transport 
links to London, which make them among the 
first port of call for buyers from the capital. 

Our figures show a 43% increase in the number 
of sales to Londoners in the Home Counties in 
the first nine months of 2016 compared with  
the same period the previous year.

We will continue to keep a close watch on key 
market indicators in the coming months to 
assess any potential longer-term impacts of  
the referendum result.

POSITIVE SIGNS DESPITE  
PRICE MODERATION 
Prime values fell marginally between July and September, the second 
consecutive quarter prices have declined.

Key headlines from  
Q3 2016
Prime property prices have fallen by 
0.1% in the three months following 
the UK’s vote to leave the EU

On an annual basis prices are  
0.5% higher

More moderate price growth is largely  
a result of recent stamp duty 
increases in December 2014 and  
April 2016

The number of Londoners buying 
property in the Home Counties was 
43% higher so far in 2016 compared 
to 2015

FIGURE 1 

Price change 
Annual and quarterly change in prime country 
property values

FIGURE 2 

Prime country stock levels picking up 
Knight Frank properties for sale  
(index to 100 = Jan 2014)

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

“ While the headline figures 
suggest that the market has 
been relatively subdued, 
activity has remained resilient 
in the wake of the UK’s vote 
to leave the EU.”

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 - Q3 2016

Knight Frank Home Counties Prime Lettings Index results

Annual %  
change

Six monthly % 
change

Quarterly % 
change

Q1 2013 -3.3% 0.1% 1.4%

Q2 2013 -1.7% 3.5% 2.1%

Q3 2013 -2.7% -2.8% -4.8%

Q4 2013 -0.4% -6.9% -2.2%

Q1 2014 -4.3% -1.6% 0.7%

Q2 2014 -3.8% 3.3% 2.6%

Q3 2014 0.1% 1.7% -0.8%

Q4 2014 1.9% -1.3% -0.5%

Q1 2015 4.7% 2.9% 3.5%

Q2 2015 4.0% 5.4% 1.9%

Q3 2015 4.1% 1.1% -0.8%

Q4 2015 4.3% -1.1% -0.3%

Q1 2016 1.7% 0.6% 0.9%

Q2 2016 -0.8% 0.3% -0.6%

Q3 2016 0.5% 0.0% 0.5%

Source: Knight Frank Research

Demand in the prime central London lettings 
market continued to strengthen in September 
as uncertainty persisted over short-term 
pricing trends in the sales market.

The hesitation primarily relates to the impact 
of higher rates of stamp duty but the UK’s 
decision to leave the European Union has 
amplified a pre-existing mood of uncertainty.

Both supply and demand have grown 
markedly as tenants and landlords await 
more clarity over the trajectory of the sales 
market. As we discuss in our prime central 
London sales report this month, early leading 
indicators of demand are strengthening across 
higher price brackets.

As a result of these trends, Knight Frank 
agreed a record number of tenancies in July 
this year. That record was broken the following 
month in August, with a 12% increase in the 
number of tenancies agreed.

In the three months to August, the number of 
tenancies agreed rose 15.7% on the same 
period in 2015, while the number of new 
prospective tenants and viewings rose 5.5% 
and 21.7%, respectively.

The number of new properties coming onto 

the market rose 43.8% over the same period 
and the total in August was the second 
highest on record. April this year was the 
highest month as a result of changes to stamp 
duty for buy-to-let investors in March.

Rental values continued to decline as a result 
of higher stock levels, falling -4.7% in the year 
to September, a decline that means tenants 
have been able to widen their search areas 
to more expensive areas of prime central 
London.

Supply and demand are less balanced in 
some price bands and markets, which means 
asking rents are being exceeded by some 
margin in some areas. This is the case for 
lower-value properties in some of the best City 
and Fringe developments.

More broadly, lower price bands have 
been performing more strongly, as figure 4 
shows. Rental value growth below £500 per 
week is stronger than higher price brackets, 
though it strengthens upwards of £2,000, 
which reflected a strong month for super-
prime tenancies (£5,000-plus per week) in 
September.

September 2016
Knight Frank data reveals that number of 
tenancies agreed in August 2016 was the 
highest on record

The number of tenancies agreed in the three 
months to August rose 15.7%

The number of new prospective tenants 
and viewings rose 5.5% and 21.7%, 
respectively

Annual rental value growth was -4.7% in 
September

Macro View: Financial services in  
post-Brexit London

“Knight Frank agreed a record 
number of tenancies in July 
this year. That record was 
broken the following month in 
August.”
Follow Tom at @TomBill_KF
 

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

LETTINGS DEMAND BOOSTED 
BY STAMP DUTY AND BREXIT 
UNCERTAINTY
Uncertainty in the sales market means demand and supply in the lettings 
market have risen markedly, says Tom Bill
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FIGURE 1 
Rental value growth in prime central London

Source: Knight Frank Research

FIGURE 2 
Lettings market key indicators  
Three months to August 2016 versus 2015

TOM BILL 
Head of London  
Residential Research
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Source: Knight Frank Research

43.8%

21.7%

New 
prospective 

tenants
Tenancies 

agreed

New 
properties 
placed on 
the market

15.7%

Viewings

5.5%

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 
Rents Index Sep 2016
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There are embryonic signs of strengthening 
demand in the prime central London residential 
market as higher rates of stamp duty are 
increasingly reflected in asking prices.

While it would be premature to suggest 
an inflection point is approaching, leading 
indicators are turning positive in the £2 million to 
£5 million price bracket, a section of the market 
that has felt the effects of higher stamp duty 
more markedly than other segments, as figure 
2 shows.

The number of new prospective buyers 
registering in that price bracket rose 8.7% 
between January and August 2016 compared 
to the same period in 2015. Meanwhile, the total 
number of registered buyers and properties 
under offer rose 9.2% and 8.7% respectively 
over the same period.

Stamp duty remains a decidedly bigger 
influence on the market than the EU referendum 
and in some instances the uncertainty 
surrounding Brexit has been a catalyst for 
overdue price reductions. Combined with a 
favourable currency movement for buyers 
denominated in overseas currencies, this has 

created added momentum in the market in 
recent months.

This is demonstrated by the fact demand 
indicators have been even stronger in the three 
months to August, as figure 2 shows. Between 
£2 million and £5 million, viewings rose by more 
than two-thirds compared to the same period 
in 2015.

Demand in lower price brackets remains 
stronger and across the whole market the total 
number of properties under offer was up by 
39.3% while new prospective buyers rose by 
26.2% in the three months to August on a year-
on-year basis.

This increased activity has yet to translate into 
higher transaction levels and overall volumes 
remain down by just under a fifth compared to 
2015. Furthermore, in a sign that some buyers 
remain cautious, the average number of days 
a property remained on the market was 14% 
higher between January and August this year 
than 2015.

Prices fell -2.1% in the year to September 2016, 
with regional divergences that included -8.9% 
in Chelsea and 3.6% in Islington.

September 2016
Annual price growth was -2.1% in the 
year to September 2016

The number of new prospective buyers 
between £2 million and £5 million rose 
8.7% between January and August 
year-on-year

The total number of properties under 
offer was up by 39.3% between 
January and August year-on-year

The average number of days a property 
remained on the market was 14% 
higher between January and August 
this year versus 2015

Macro View: Financial services in post-
Brexit London

“While it would be premature 
to suggest an inflection point is 
approaching, leading indicators 
are turning positive in the 
£2 million to £5 million price 
bracket”  
Follow Tom at @TomBill_KF

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

DEMAND STRENGTHENS IN 
HIGHER-PRICE BRACKETS IN PRIME 
CENTRAL LONDON
Leading indicators of demand and transaction activity above £2 million are 
showing tentative signs of improvement, says Tom Bill
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PRIME CENTRAL
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FIGURE 1 
Price growth in prime central London

Source: Knight Frank Research Source: Knight Frank Research

FIGURE 2 
Demand strengthens in higher price brackets 
Leading indicators between £2 million and £5 million, 

2016 versus 2015

TOM BILL 
Head of London  
Residential Research
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For the latest news, views and analysis
on the world of prime property, visit

KnightFrankblog.com/global-briefing
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