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A LONDON VILLAGE

PRICE PERFORMANCE COMPARED

WALK-TIME MAP

A WELL-CONNECTED
LONDON VILLAGE
Parsons Green in Hammersmith & Fulham is commonly
referred to as one of London’s ‘villages’, even though it is
situated in Zone 2, between Putney and Chelsea.
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This has led to a multi-speed market in
terms of price growth, with properties
priced at under £2 million seeing stronger
price growth than higher-value properties
(figure 1).
Parson’s Green is located on the New
King’s Road, which runs from the King’s
Road – a renowned London address.
Yet despite being in the middle of
London, Parsons Green sits partly within
a conservation area, and residents have
access to acres of green space. As well
as the Green itself, Hurlingham Park, Eel
Brook Common and South Park are all
within a ten-minute walk, while the river is
just 15 minutes away on foot.
Parsons Green station is on the district line,
which means Earls Court, one of the most
connected London stations, is just minutes
away. Knightsbridge is just a 16 minute
journey via the underground.
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At present, the property market in
London is facing some headwinds.
The UK’s decision to leave the EU
has put a focus on the market, but the
Referendum has only exacerbated trends
already evident. These trends are a
reflection of the impact of earlier policy
changes – namely increases to stamp
duty. Policymakers have changed stamp
duty for higher value homes four times in
the last five years, with the most recent
changes in 2014, and the extra stamp
duty for additional properties introduced
in April this year, still being absorbed by
the market.
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Property prices in Parsons Green have
outperformed the wider local authority
and Greater London since 2001, as
shown in figure 2. In fact, analysis of
price movement data shows that property
price trends in Parsons Green have,
in recent years, more closely reflected
movements in neighbouring prime central
London, rather than the immediate
surrounds of Hammersmith and Fulham.
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It is not just the tube which makes Parsons
Green a transport hub – Heathrow airport
is just half an hour away by car, while the
Cotswolds, Winchester and the South
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Downs National Park are just over an
hour’s journey (with a trip to Bicester
Village taking an hour and ten minutes).
More than half the housing stock in
Hammersmith & Fulham dates from before
1900, and less than a fifth has been built
in the last 40 years (as shown in figure
5). The supply of new homes has been
relatively constrained compared to other
local authorities in recent years.
Across London as a whole, the
undersupply of new homes remains
notable. The demand for housing as
indicated by household growth projections
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is set to far outweigh the supply of new
homes. The new Mayor of London has
pledged to build around 50,000 new homes
a year in the capital, but in 2015/16, only
24,140 new-build homes were completed.

FIGURE 5 Housing stock
Hammersmith & Fulham
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Parsons Green is also very well served in
terms of schooling, something which can
have a tangible impact on pricing. The
walk-time map shows the local schools in
the area.
Within a challenging market, locations
which have enviable amenities, excellent
transport links and good schools will have
a potential advantage.
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PRICE GROWTH IN A LOCAL CONTEXT
This map shows the price performance
of each residential property compared
to the average price growth across the
mapped area. The red clusters show
where home prices have outperformed
the wider area over the last five years
by more than 3% a year. In contrast,
the blue areas show where price growth
is lagging the wider local area, whereas
FIGURE 6 Over/under
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the yellow areas show where prices
are moving broadly in line with average
price growth across Fulham, parts of
Chelsea and up into Kensington.
Price outperformance can often be
linked to transport nodes, as well as
the type of housing stock in the area.
Proximity to green spaces can also
provide a boost to pricing.
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Bank of England base rates are cut
to a new record low of 0.25%

Economic and housing
market overview

Mortgage lending by type
Number of mortgage deals

The rate change came in the wake of
closely-watched business surveys which
suggested that the Brexit vote had delivered
a knock to confidence, investment intentions
and trading activity. However, the Bank’s
own verdict on the economy stopped short
of forecasting a recession, although it did
heavily revise down its GDP growth forecast
for next year from 2.3% to 0.8%. It also
expects unemployment to rise.
While the moves by the Bank of England
seem to echo those taken after the financial
crisis, there is one big difference. Banks are
now much better capitalised than in 2008
and 2009, so there is still an appetite to lend.
After the financial crisis there was an abrupt
withdrawal of credit.
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Annual growth slowed to 4.5% from
12.1% last April ahead of the general
election
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In fact, the rate cut means that mortgage
rates, some of which are already at record
lows, could edge slightly lower. This could
further encourage buyers, especially firsttime buyers with access to a deposit, as
they can now lock into rates which will
guarantee low monthly rates for years.
This is underlined by new data from the
CML showing the number of mortgages
taken out by first-time buyers in July rose
to the highest level since 2007.

Annual rental value growth was
1.75%, the highest rate in three years
Viewings rose 26% in year to April 2015
while tenancies commenced rose 42%

9%

Wales
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London

Scotland

North East

However, in recent weeks there has been a
limited reversal of this trend in some areas.
Many vendors of properties worth less than
£2 million are hesitating before putting them
on the market due to the election. The caution
underlines how a wider sense of uncertainty
about the election and its impact on house
prices is altering the behaviour of a section of
the market that would be unaffected by any
proposed tax changes.
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UK Residential Market
Update - August 2016

MULTI-SPEED MARKETS

THE COST OF UPSIZING
AND DOWNSIZING

FARMLAND
MARKET UPDATE

UK Prime Country
Review - Spring 2016

Tenancies Agreed

New Prospective Tenants

The lettings market continues to benefit
from a transfer of demand from the sales
market due to the election, as well as the
underlying UK economic recovery and the
fact companies are expanding in London.
Demand remains strong and the number of
tenancies agreed and commenced in the
year to March 2015 rose by 34% and 42%,
respectively. Meanwhile, the number of new
prospective tenants and viewings rose 30%
and 26%.
Rental values grew by 0.4% in April, taking

10th Edition

The Wealth Report
2016

annual growth 1.75%, the highest rate
in three years. Gross rental yields were
largely unchanged at 3.49%, close to their
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“There has been a small pickup in demand for properties
worth more than £2 million
since the start of the year”
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12-month average.
FIGURE 2

The lettings market surge continues
(Year to March 2015 vs 2014)

Head of London Residential Research

Follow Tom at @TomBill_KF
Q2 Q3
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is the fact vendors have moderated asking
prices against the background of political
uncertainty.

Price growth by area and price band
East
South-west
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Prime Scotland
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up in demand for properties worth more
than £2 million since the start of the year,

(rebased to 100)

6%

Q1

Viewings

particularly in south-west London. One driver

The prospect of further property taxation has
caused price growth in the £2 million-plus
market to slow to a greater degree than in
lower price brackets, as figure 1 shows.
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New Properties Placed on the Market

Meanwhile, there has been a small pick-

Annual growth has slowed to 4.5% from
12.1% in April last year as a prolonged period
of political uncertainty mounts surrounding
the outcome.

FIGURE 1

2%

South East

Property prices in prime outer London
increased by 0.3% in April, denoting muted
growth ahead of the general election on 7 May.

Others are simply waiting for the election to
finish before acting and there are a number
of properties that will go on the market on
Monday 11 May, irrespective of the outcome.

In terms of price growth, the data from the
housing market reflects the regionalised
nature of the market. Prices are slipping
in prime central London, while annual
growth remains steady in the rest of the UK.

-2%

Jul-16

General election uncertainty causes sellers to delay though demand has
risen for £2 million-plus properties since the start of the year, says Tom Bill

Prices grew by 0.3% in prime outer
London in April
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Falling
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DEMAND FOR HIGHER-VALUE
PROPERTIES EDGES UP IN PRIME
OUTER LONDON
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PRIME
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UK PRIME COUNTRY HOUSE MARKET
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For the latest news, views and analysis
on the world of prime property, visit
Global Briefing or @kfglobalbrief

Prime Central London
Sales Index - July 2016

For the latest news, views and analysis
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Prime price growth
Rising
prices
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Follow Gráinne at @ggilmorekf
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Annual % change in PCL, Scotland and the
prime country market
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“Buyers with access
to a deposit can lock
into ultra-low rates for
years, helping boost
the number of first-time
buyers to a 9-year high
in July.”

Expectations for house prices
By region, HPSI

East of England

GRÁINNE GILMORE

Head of UK Residential Research
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The central bank’s move was accompanied
by three other measures – an extension of
quantitative easing, a scheme to purchase
corporate bonds, and a Term Funding
Scheme (TFS), which will allow banks and
building societies who lend into the ‘real
economy’ – to homeowners and businesses
– access to even cheaper money.

2005

The Bank of England’s rate-setting committee
made its first move in more than seven years
this month. Contrary to strong indications in
the past, the move was not a base rate rise,
but a cut to a new ultra-low rate of 0.25%.

2006

Mortgage lending to first-time
buyers rises to the highest level
since 2007 in July

-14.5%

Source: Knight Frank Research
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THE 2016 REPORT

Prime central London prices
were 1.5% lower at the end of July
compared to July 2015

-6.2%

-2.0%

Source: Knight Frank Research

-2%
-3%
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The Bank of England’s base rate cut was accompanied by measures
to encourage the effects of the cut to be passed straight to borrowers.
Meanwhile UK house price growth remained steady, while average values
in prime central London dipped again in July.

Key facts August 2016

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

Average UK house prices rose
0.5% in July, taking the annual rate
of growth to 5.2%, up from 5.1%
in June

Follow Tom at @TomBill_KF

Follow Tom at @TomBill_KF
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Source: Knight Frank Research

*City & Fringe, Islington, Southbank, King’s Cross and Riverside
**Notting Hill, Kensington, South Kensington, Chelsea, Knightsbridge, Belgravia, Hyde Park, Marylebone, Mayfair, St John’s Wood
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“The Brexit vote has been
a trigger for some to make
overdue reductions to their
asking price”
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As a result, landlords are reducing asking
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Head of London
Residential Research

“Landlords are taking an
increasingly pragmatic
approach to asking rents
against the background of
wider Brexit uncertainty and
rising stock levels”

Aug-15

5.0%
5.0%
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Despite the three-month decline in the number
of new prospective tenants registering, the
expectation is that rental volumes will continue
to rise over the summer and into the autumn.

FIGURE 1

Rental value growth in prime central London
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Nov-15
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The first six months of 2016 versus 2015

2016

While the number of new registrations of
prospective tenants fell -6.8% year-on-year
in the three months to the end of June, the
number of new tenancies agreed rose by 3%
over the same period, with viewings up by
16%.

The uncertainty ahead of the Brexit vote
could be an explanatory factor for weaker
registrations, although early signs are positive
with no significant announcements that
companies are pulling back from relocating

Mar-15

4.5%
3.0%
4.0%

In the three months to the end of June this
year, the number of new rental properties
placed on the market rose by 49% compared
to the same period last year.

Feb-15

5.0%
0.0%
4.0%

This trend has been compounded by higher
levels of supply as stock has moved across
from the sales market, with more vendors
becoming landlords due to weaker conditions
in the prime sales markets.

Jan-15

5.0%
-2.0%
4.0%

1.5%

Prime gross rental yields were flat at 3.1%

The referendum result has simply reinforced
this dynamic and landlords are increasingly
taking a pragmatic approach to asking rents
against the background of wider Brexit
uncertainty and rising stock levels.

Demand has been relatively flat since the start
of the year due to uncertainty surrounding the
state of the global economy, particularly in the
financial services sector, which contributed
towards a slowdown in rental value growth
from its last peak of 4.2% in May 2015.

Dec-14

4.5%
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The number of tenancies started via
Knight Frank’s corporate relocation service
increased 72% in the same period

rents to prevent void periods and tenants are
becoming more selective. Properties where
the asking rent is perceived as too high are
struggling to get viewings.

Indeed, there are parallels between the lettings
and sales markets because the Brexit vote
has reinforced the existent pricing trends
rather alter market fundamentals.

May-14

For the latest news, views and analysis
on the world of prime property, visit
Global Briefing or @kfglobalbrief
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Price growth performance in prime central
London

TOM BILL

Head of London
Residential Research

The number of new prospective tenants
fell -6.8% over the same period

The global perspective on prime property and investment

Rental values declined -3.6% in the year to
July in prime central London, due to higher
stock levels and a degree of uncertainty
surrounding the EU referendum result.

Apr-14

“Just because the worst of
the economic predictions
haven’t transpired doesn’t
mean the property market is
guaranteed a smooth ride.”

Indeed, despite the widespread media
coverage devoted to the EU referendum
and its potential impact on house prices,

Since the vote, a number of buyers have
requested discounts due to the climate
of political and economic uncertainty.
However, where the asking price was set
at an appropriate level before the vote,
deals are proceeding with no reductions. In

The number of tenancies agreed in the three
months to June rose 3% versus 2015 and
viewings increased 15.8%

Nov-14

Prime residential sales markets

Indeed, had the result of the referendum
been a victory for ‘Remain’, it is likely
there would have been a similar mismatch
between expectations and reality that
followed the 2015 general election.
Following the formation of a majority
Conservative Party government, high stamp
duty costs acted as a brake on demand that
was widely expected to surge.

JULY 2016
Rental values declined -3.6% in the
year to July

Oct-14

20.0%
19.3%
13.1%
12.6%
14.2%
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17.6%
22.3%
21.2%
19.9%
15.4%
12.6%

The result of this two-year slowdown is that
vendors had already begun to adapt to the
new pricing environment and in many cases
Brexit has been a trigger to make overdue
reductions to asking prices.

Activity in the prime central London lettings market is stronger than last
summer following the vote to leave the European Union, says Tom Bill
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2016-2020

the primary factor curbing demand in prime
central London remains stamp duty.
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TRANSACTIONS RISE AS RENTAL
VALUES DECLINE FOLLOWING
BREXIT VOTE
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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.
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This slowdown was a natural consequence
of strong price rises between 2009 and
2013, however the process was accelerated
by two stamp duty increases and a series of
other tax measures.
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In June 2014, annual growth in prime central
London was 8.1%, the last peak before a
period that saw growth fall steadily to -1.5%
in July 2016.
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The sub-£1 million market registered
a relatively stronger performance, with
annual price growth of 1.1%
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The number of exchanges including
new-build properties fell -10.5% in the
first half of 2016

Early indications suggest the Brexit vote
is reinforcing existing pricing trends and
viewing the referendum in the context of the
preceding two-year period is helpful.
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The number of new prospective buyers
declined -6.2% over the same period

As with the wider UK economy, the decision
to leave the European Union has provided
a backdrop of short-term uncertainty that
is affecting behaviour in the prime central
London property market.

Jan-16

2015
(actual)
Mainstream residential sales markets

The number of viewings in the six
months to June was 40.8% higher
than in 2015

Oct-15

Knight Frank Residential Market Forecast

Prices fell -1.5% in the year to July

Mar-16

It doesn’t seem likely that we will see a
notable improvement in the short-term,
August is expected to be quiet, following
seasonal patterns, but September will be a
pivotal month and will give an indication of
the autumn selling season. For this reason
we have decided to wait until the autumn
before reviewing our forecast, which was
last updated in March.

House purchases are a big commitment,
and even if the wider economy holds up
the property market can still underperform.
The extent of this underperformance
depends on where you are. In essence the
lower the price point, the stronger current
market conditions. This trend points to
the fact that the prime market slowdown is

JULY 2016

Feb-16

We will be reviewing our forecast in
full in the autumn

This slowdown has been reinforced by the
introduction of the additional rate of Stamp
Duty in April this year, and Brexit has
compounded the situation. As we discuss
below, while prime market sales are down a
fifth year-on-year they haven’t collapsed.
During July, £1m+ sales across the UK were
equal to levels seen in 2011 and 2012.

But just because the worst of the original
Brexit predictions for the economy haven’t
transpired it doesn’t mean the property
market is guaranteed a smooth ride.

Dec-15

Property taxes have had as big an
impact on the prime markets as
the referendum

Sep-15

The post-referendum housing market
has slowed in terms of sales, and price
growth has weakened

PRIME CENTRAL
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The vote to leave the EU has brought pre-existing market dynamics into
sharper relief, says Tom Bill

Aug-15

The outlook for the economy appears
bumpy, but with lower risk of a
economic crisis

part of a wider story than just Brexit.
Higher stamp duty for the £1m+ sector has
led to an easing in sales at this level since
late 2014.

Nov-15

Headlines August
2016

Recent PMI data reflected the reality that
the UK is going to experience a bumpy ride
over the next few quarters. That said the
outlook seems less tumultuous than was
initially expected. While a recession for the
UK seems a real possibility, what appears
less likely is an economic crisis, as was
being suggested in the days following
the referendum.
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STAMP DUTY IS BIGGER ISSUE
THAN BREXIT IN PRIME CENTRAL
LONDON

May-16

FORECAST OVERVIEW
As we move into the second month following the UK’s EU referendum,
economic indicators are beginning to provide some insight on the future
direction of the economy.

May-16

UK RESIDENTIAL
MARKET FORECAST
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Prime Outer London
Index - April 2015
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