
FIGURE 1 

Rental value growth in the Home 
Counties Q4 2015

FIGURE 2 

Demand for rental properties in the 
Home Counties Q4 2015 v Q4 2014

Source: Knight Frank Research Source: Knight Frank Research

Prime rents in the Home Counties fell  
by 0.3% in the final three months of  
2015 as landlords looked to keep void 
periods to a minimum and remain 
competitive. It follows a 0.8% drop the 
previous quarter.

Despite the decline in the second half of 
the year, the annual change in prime rents 
in 2015 was 4.3%, up from 1.9% in 2014.

Agents note that the number of properties 
available to rent across the Home 
Counties has been steadily rising over 
the last year as an increasing number of 
owner-occupiers enter the prime rental 
market as higher tax burdens are felt by 
potential buyers.

As a consequence, this has ensured 
greater flexibility on rents and started to  
tip the balance in the favour of the tenant.

Indeed, against this backdrop demand for 
rental properties has been robust. Knight 
Frank figures show that the number of 
individuals registering their interest in 
renting in the Home Counties between 

October and December was up by 10% 
year-on-year and the total number of 
viewings conducted was up by 22% over 
the same time.

As ever demand from individuals 
relocating for work, both locally and from 
overseas, continued to form a significant 
proportion of the market in the fourth 
quarter with a number of ‘move-ins’ 
scheduled for early 2015, especially in 
the prime commuter hotspots of Ascot, 
Cobham and Esher.

In 2015, around 40% of Knight Frank 
tenants in the Home Counties were 
from overseas, led by Europeans who 
accounted for 14% of all tenancies agreed 
and North Americans who accounted for 
13% of all tenancies agreed over  
the period.

Demand has generally come from 
professional couples and families, looking 
for flats and small houses. In the super-
prime market, for properties above 
£15,000 per month, larger budget tenants 
have been less active.

Results for Q4 2015
Home Counties rents fell by 0.3% 
between October and December

The annual change in rental values  
in 2015 was 4.3%

Higher stock levels have ensured 
greater flexibility from landlords on 
rents, tipping the balance in the favour 
of the tenant

Around 40% of Knight Frank tenants 
in the Home Counties were from 
overseas in 2015

OLIVER KNIGHT 
Senior Analyst 

HOME COUNTIES RENTS DIP  
AS STOCK RISES
Prime rents across the Home Counties fell for the second consecutive 
quarter in the final three months of 2015, but demand for properties 
remains robust.
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“�The number of individuals 
registering their interest 
in renting in the Home 
Counties in Q4 was up by 
10% year-on-year and the 
total number of viewings 
conducted was 22% higher.”

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 Q4 2015

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%

“�Higher stock levels 
have ensured 
greater flexibility 
from landlords on 
rents, tipping the 
balance in the favour 
of the tenant.”

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 houses increased in value 
by an average of 0.6% in the final quarter 
of 2015, leaving values 3.1% higher than 
a year ago. This builds on annual growth 
of 3.4% across the market in 2014.

Although price growth has eased 
slightly over the course of the year it 
has outpaced the capital where prime 
property prices rose by just 1% in 2015.

In recent months tentative signs have 
begun to emerge that both buyers and 
sellers at the top end of the market are 
adjusting to the stamp duty changes 
introduced by the Chancellor in the 2014 
Autumn Statement.

Indeed, Knight Frank sales data for the 
prime country market shows that the 
number of £2 million-plus properties sold 
in the three months to December was 
15% higher than the preceding quarter 
and more than double the number 
completed in the first three months  
of 2015.

This reflects the fact that the higher 
transactional costs at the top end of the 

market are increasingly being factored 
into pricing.

In the sub-£1 million market, demand for 
properties has remained robust over the 
course of the year.

Accordingly, homes in this price bracket 
have experienced the strongest price 
growth in 2015, rising by 4.3%. By 
contrast, homes worth between £4m 
and £5m saw values increase by just 
1.8% in 2015.

In 2016, prime country house prices are 
forecast to rise by an average of 3%. 
Key town and city locations are likely to 
outperform as the trend for urban living 
continues to grow and more Londoners 
look to take advantage of the relative 
price differential on offer.

Higher rates of stamp duty due to come 
into effect from April 2016 for buy-
to-let investors and those purchasing 
additional homes may provide a boost 
to activity across the market in the short 
term (see back page).

PRIME PRICES RISE 3.1% IN 2015
Tentative signs are emerging that both buyers and sellers are adjusting 
to stamp duty changes announced in 2014.

Key headlines from  
Q4 2015
Prime country houses increased in 
value by an average of 3.1% in 2015

Between October and December 2015 
prices rose by 0.6%

The number of £2 million-plus 
properties sold in the three months to 
December was up 15% compared to 
the previous quarter

Prime country house prices in England 
and Wales are forecast to rise by an 
average of 3% in 2016

FIGURE 1 

Price change 
Annual and quarterly change in prime country 
property values

FIGURE 2 

Different tiers of the market 
Prime country price growth, by price band, 2015

Source: Knight Frank Research Source: Knight Frank Research
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OLIVER KNIGHT 
Senior Analyst

“ In the sub-£1 million market, 
demand for properties has 
remained robust over the 
course of the year.”

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 - Q4 2015

Prime Central London 
Sales Index Dec 2015

It has taken a year for the first signs to emerge 
that buyers and sellers have begun to absorb 
stamp duty changes announced in December 
2014.

Though transaction levels in prime central 
London in November were a fifth down on 
2014,  a growing number of vendors are 
prepared to set asking prices that reflect the 
more subdued state of demand and accept that 
double-digit annual price growth is unlikely to 
return in the short-term.

Furthermore, a degree of pent-up demand is 
being released as buyers become increasingly 
motivated after months of inaction, though this 
has been hampered by a lack of stock in some 
markets.

Annual price growth in December was 1%, 
following no monthly change from October.

Recovering demand has translated into a rise in 
viewing levels, which were higher in November 
than the same month last year and the second 
highest level in 2015 after October.

However, November also saw the 
announcement of a three percentage point 
increase in stamp duty for buy-to-let properties 

and second homes. It came as the prime central 
London market was finding its feet after the 
previous rise.

As a result, the primary effect has been to 
disorientate buyers and sellers. While the 
measure is unlikely to have the same dampening 
impact on demand as the December 2014 
change, it heightens the sense of uncertainty 
after a series of tax changes in recent years.

The prevailing mood is one of caution 
surrounding expectations for what further 
measures may follow, the implications of which 
are examined in more detail in the Macroview 
section on page two.

Despite the tentative signs of strengthening 
demand, the prime central London market 
remains fragile and price-sensitive. Buyer 
caution is related to higher transaction costs and 
decisions are increasingly taken on a longer-
term basis, producing a flight to quality for the 
best properties and addresses.

This sensitivity  is underlined by the fact the 
number of properties withdrawn from sale 
between April and November this year rose 12% 
versus the same period in 2014.

December 2015
Prices were flat in November, and 
annual growth was 1%

Transaction levels were down  
by a fifth in November versus 2014

November viewing levels were the 
second highest this year after 
October as demand picks up

Number of properties withdrawn from 
sale between April and November this 
year rose 12% versus 2014

Macro View: Taxing property 
transactions

TOM BILL 
Head of London Residential Research 

“This latest rise in stamp duty 
came as the prime central 
London market was finding its 
feet after the previous change.”  
Follow Tom at @TomBill_KF

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

FRESH STAMP DUTY UNCERTAINTY 
EMERGES IN RECOVERING PRIME 
CENTRAL LONDON MARKET
November’s stamp duty increase came as buyers and sellers have 
shown early signs of absorbing last December’s rise, says Tom Bill

RESIDENTIAL RESEARCH

PRIME CENTRAL
LONDON SALES INDEX

FIGURE 1 
Price growth in prime central London

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

FIGURE 2 
Declining price growth in prime central London 
Price growth by price bracket since 2013
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The London Review - 
Winter 2015/16

IMPACT OF STAMP DUTY REFORM 
ON THE PRIME LONDON MARKET

LONDON’S HIGHEST-GROWTH 
MARKETS OVER THE LAST 20 YEARS

PRIME SALES AND RENTAL VALUE  
MAP OF LONDON MARKETS

LONDON 
RESIDENTIAL  
REVIEW
FRESH STAMP DUTY 
UNCERTAINTY JUST AS  
MARKET FINDS ITS FEET 
WINTER 2015/16
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RISE OF URBAN PRIME PROPERTY TAX UPDATEMARKET UPDATE 

PRIME
COUNTRY
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UK PRIME COUNTRY HOUSE MARKET 
WINTER 2015
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UK Prime Country 
Review - Winter 2015

Annual rental value growth in prime central 
London eased to 0.7% in December, on the back 
of falling demand in the financial services sector.

Rental values fell -0.4% from November, taking 
the annual rate of growth to its lowest level since 
July 2014.

There is also an element of seasonality and a 
quarterly drop of -1.1% in the last three months of 
the year was the weakest since December 2014 
and repeats a pattern of previous years.

Rental value growth peaked in May this year at 
4.2% and the subsequent decline has resulted in 
prime gross rental yields dipping from 2.96% to 
2.93% over the same period.

Demand has fallen over the last six months as a 
number of banks have implemented restructuring 
plans.

European banks in particular have been slower to 
cut jobs than their US counterparts following the 
financial crisis. Profitability has fallen due to new 
regulations that force banks to hold more capital, 
which has contributed to job cuts at European 
banks that have been in excess of 100,000 in 
recent months.

As well as the macroeconomic backdrop, 
including uncertainty over China and falling 
commodity prices, the situation is compounded 
by the fact many large European banks have new 
chief executives, who typically take a more radical 
approach to cost savings in the early stages of 
their tenure.

The result is that optimism at financial services 
companies fell markedly in the third quarter of this 
year across a range of sectors, as figure 2 shows

However, there have been signs of stronger 
demand from boutique financial services 
companies like private equity businesses and 
hedge funds as clarity emerges surrounding the 
level of 2016 bonus packages.

Meanwhile, demand at the super prime level 
of £5,000-plus per week remains strong as 
uncertainty continues to surround taxation and 
price growth in the higher price brackets of the 
sales market.

Equally, demand remains strong in lower price 
brackets among workers of all professions, 
bolstered by the strength of the UK’s economic 
recovery.

December 2015
Annual rental value growth eased to 0.7% 
in December, the lowest level since July 
2014

A quarterly decline of -1.1% in 
December was in line with seasonal 
slowdowns of previous years

Prime gross yields have declined from 
2.96% in May to 2.93% in December

Optimism among financial services 
companies fell in the third quarter of  
this year

Macro View: Taxing property transactions

TOM BILL 
Head of London Residential Research 

“Profitability has fallen due 
to new regulations that force 
banks to hold more capital, 
which has contributed to 
job cuts at European banks 
that have been in excess of 
100,000 in recent months” 
Follow Tom at @TomBill_KF
 

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

BANK JOB CUTS DAMPEN DEMAND 
IN THE PRIME CENTRAL LONDON 
LETTINGS MARKET
Job cuts and declining optimism at banks has slowed rental value growth  
over the last six months, says Tom Bill
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FIGURE 1 
Rental value growth in prime central London

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

FIGURE 2 
Optimism in financial services falls  
(PWC/CBI survey, % balance of more vs less optimistic)
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