RESIDENTIAL RESEARCH

PRIME CENTRAL
LONDON RENTAL INDEX
This report analyses the performance of single-unit
rental properties in the second-hand prime central
London market between £250 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
http://www.knightfrank.co.uk/research

RENTAL VALUE DECLINES
MODERATE IN PRIME CENTRAL
LONDON AS TENANT DEMAND
STRENGTHENS
Stronger demand and lower levels of new supply are underpinning rental
values, says Tom Bill

Registrations by new prospective tenants
rose by 13% in the first five months
of 2017 compared to the same
period in 2016
Macroview: Brexit and euro clearing

prices.

The quarterly figure showed rents falling
-0.7%, which was the lowest three-month
decline recorded since November 2015.
Meanwhile, rental values fell 1.4% in the first
half of 2017, which was the lowest six-month
fall registered since January 2015.
The supply of new properties to rent grew
notably in 2016 as a result of uncertainty
surrounding the impact of higher rates of
stamp duty on price growth in the sales
market, meaning some potential vendors
opted to let their properties.

“Annual declines have
diminished over the last
seven months as a result of
strengthening tenant demand
and weakening levels of new
supply”
Follow Tom at @TomBill_KF

properties placed on the market. In a sign that
this trend is gathering pace, the like-for-like
decline recorded in the three months to May
2017 was 17%.
Anecdotally other reasons behind the fall in
new lettings properties include higher levels

geared investments.
Meanwhile, demand continues to strengthen,
a trend that is more marked below £1,000
and above £5,000 per week, the results of this
trend are illustrated in figure 3.
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Demand rises as supply falls
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For the latest news, views and analysis
on the world of prime property, visit
Global Briefing or @kfglobalbrief

was a 7% fall in the number of new lettings

to reduce the viability of some more highly-

Rental value performance in
prime central London
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Between January and May 2017, there

conspired with the recent fall in rental values
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rates of stamp duty are factored into asking

of taxation faced by landlords, which have

The number ofnew available rental properties
in prime central London grew 29% between
January and May 2016 compared to 2015, an
analysis of Knight Frank data shows.

TOM BILL

strengthening in the sales market as higher

Source: Knight Frank Research

Viewings

The number of tenancies agreed between
January and May was 25% higher than
the same period in 2016

Annual declines have diminished over the last
seven months as a result of strengthening
tenant demand and weakening levels of new
supply.

reasons, including the fact that demand is

New
Prospective
Tenants

Rents fell by 4.4% on an annual basis,
the smallest decrease since August 2016

However, this trend is reversing for several

Tenancies
Agreed

Rents fell 0.7% on a quarterly basis in
June, the lowest three-month decline since
November 2015

Rental values in prime central London declined
4.4% in the year to June, which represented
the smallest annual decrease since August
2016.

New
Properties on
the Market

June 2017
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MACROVIEW | BREXIT AND EURO CLEARING
The European Union has pulled back from a
confrontation with the UK over the relocation
of euro clearing operations away from
London.

As well as the potential impact on jobs, the
opening positions taken by both sides in
relation to euro clearing will set the tone for
wider negotiations regarding a sector that
plays an important role driving demand in the
sales and rentals markets in prime central
London.

London handles hundreds of billions of
pounds’ worth of euro clearing trades every
day and tens of thousands of jobs in the city
are linked to this part of the financial services
industry.

Knight Frank’s head of lettings Tim Hyatt said
there are potentially wider implications for the
London housing market given that about half
of tenants in prime central London come from
the financial services industry.

Recently there have been more conciliatory
messages from both sides about what will
happen to euro clearing after Brexit, with the
early focus being on what level of oversight
the European Central Bank will have over key
euro clearing operations in London.

“Landlords have already had to accommodate
a number of significant reforms” he said, citing
recent tax changes that have dampened
landlord demand. “Any meaningful movement
of financial services workers would make
a notable difference to the supply/demand
balance.”

Any initiative to increase the regulatory
supervision of the ECB would be in line with
what currently happens with U.S. regulators
in London. This would avoid the relocation
of an important part of the financial services
industry to the euro zone, which is something
the financial industry is keen to avoid as costs
would rise.

“The number one priority for landlords is
speed of let and tenant covenant. The more
positive noises on the outlook for euro clearing
in London will be welcomed by landlords.”
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Annual rental value growth in prime central London
by price bracket and property type, June 2017
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* Riverside in prime central London covers the Thames
riverfront from Battersea Bridge in the west to Tower Bridge
in the east, including London’s South Bank. The City Fringe
encompasses the half-mile fringe surrounding most of the
City including Clerkenwell and Farringdon in the west and
Shoreditch and Whitechapel in the east.
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The Knight Frank Prime Central London
Index, established in 1995 is the most
comprehensive index covering the prime
central London residential marketplace.
The index is based on a repeat valuation
methodology that tracks rental values of
prime central London residential property.
‘Prime central London’ is defined in the index
as covering: Belgravia, Chelsea, The City&
Fringe, Hyde Park, Islington, Kensington,
King’s Cross, Knightsbridge, Marylebone,
Mayfair, Notting Hill, South Kensington,
St John’s Wood and Tower Bridge. ‘Prime
London’ comprises all areas in prime central
London, and in addition Canary Wharf,
Fulham, Hampstead, Richmond, Riverside*,
Wandsworth, Wapping and Wimbledon.
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and parking have added an additional lifestyle
option for residents looking to live in central
London.
“Riverside is becoming more popular with local
buyers and the area’s developments appeal to
downsizers who want a change from Chelsea
and Knightsbridge. In five years people will be
visiting areas like Nine Elms as well as living
there, much like the South Bank today.”

2011

2012
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2014

2015

2016

In similar fashion to the rest of prime central
London, activity has become more subdued in
the last two years, as buyers and sellers digest
two stamp duty hikes since December 2014.
However, demand is strengthening as asking
prices increasingly reflect higher transaction
costs. There was a 96% year-on-year increase
in viewings in Riverside in the last three months
of 2016 and a 37% rise in the registration of
new prospective buyers.

The pick-up in activity has been across all price
bands, although higher taxes for landlords have

curbed demand to some degree in lower price
brackets.
However, demand in Riverside is supported
by a broad base of purchasers, including
downsizers, buyers looking for a London
pied a terre, students and young professional
couples.
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“We are agreeing deals as a result of pent-up
demand and overdue asking price reductions
of 10% or more,” said Matthew. “Although the
gap between buyers and sellers has not closed
in all cases, there are increasing examples of
very good value along the River Thames right
now.”
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“New developments are playing an
increasingly prominent role in the riverside
market” said Matthew Smith, Knight Frank’s
head of Riverside sales. “Developments with
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To help navigate this market, we have divided
the river into four sections, as illustrated in
figure 1, and assessed the performance of
20 developments, as shown on the map
overleaf.
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This is a market which has seen rapid
change, with a range of new developments
added in recent years including those in
Battersea, Nine Elms and along the South
Bank.

Population: 56,111
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SALES AND LETTINGS MARKET
PERFORMANCE MAP

This report provides an assessment of the
riverside residential re-sales market in central
London, focussing on the stretch of the River
Thames between Wandsworth Bridge in the
west and Southwark Bridge in the east.
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PRIME CENTRAL
LONDON SALES INDEX
The prime central London sales index is based on
repeat valuations of second-hand stock and does
not include new-build property, although units from
completed developments are included over time.

MAYFAIR SUB-£5 MILLION MARKET INSIGHT 2016

As the regeneration of Victoria and Westminster gathers pace, prices increasingly represent good value
versus neighbouring areas, as Robert Oatley tells Tom Bill

MARYLEBONE MARKET INSIGHT 2016

The relatively healthy performance of the Mayfair market over the last two years has been driven by activity in
the sub-£5 million price bracket, as Jonathan Hough tells Tom Bill

Long overshadowed by its reputation as
a transport hub, substantial regeneration
has transformed Victoria into a key central
London residential neighbourhood.

Marylebone’s evolution continues but realistic pricing remains fundamental, as Christian Lock-Necrews
tells Tom Bill

Mayfair has been more immune than other areas
of prime central London to a slowdown in price
growth over the last two years.
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Furthermore, leading indicators of demand
suggest the number of transactions will
continue to strengthen in the second half of
2017.
The number of new prospective buyers
registering with Knight Frank was 15% higher
in the first five months of the year compared
to 2016 and the figure was 6% up on 2015.
Meanwhile, viewing levels were up by a fifth
compared to last year and the amount of
stock under offer was up by 36%, suggesting
the future flow of exchanges will remain
strong.
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“There is a belief among investors that Mayfair
is performing well relative to other areas,”
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While there was an element of hesitation
ahead of the vote on 8 June, anecdotal
evidence suggests activity has been relatively
healthy in the period following the election,
in particular as a greater degree of flexibility
emerges in relation to asking prices.

New
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44%

However, LonRes transaction data underlines
some of the near-term challenges faced by
the market. Sales volumes between January
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Apr-17
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Indeed, the number of sub-£5 million
transactions in Mayfair increased 17.5% in
the year to April 2016 versus the previous 12
months.

Sub-£1,000,000

The number of exchanges in prime central
London recorded between January and May
was 14.2% and 8.7% higher respectively
than the than the same period in 2016 and
2015.
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Price performance has been driven to a large
extent by the sub-£5 million market, a price
bracket that represented 76% of all Mayfair
transactions in the year to April 2016. A typical
£5 million property in Mayfair is a three-bedroom
flat on a prime street like South Audley Street.
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Prices in Mayfair grew 58% between the last
low point in March 2009 and July 2016, which
compares to 69% in Kensington, 65% in
Knightsbridge and 73% in Marylebone.
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In terms of market activity, Knight Frank data
confirms an improvement compared to last
year, aided by the pricing adjustment that has
taken place over the last two and a half years
as buyers and sellers adapt to higher rates of
stamp duty.
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Annual growth in June was -6.3%,
compared to -6.6% in May
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A high-quality new-build residential pipeline
also emerged, which cemented the area’s
reputation and tapped into a trend for

£5 million-plus sales

Population: 43,001

Covent Garden

Charing Cross

and May 2017 were flat compared to 2016.
After registering 323 sales in April, which was
the second highest figure since June 2015,
the LonRes figure fell back to 249 in May,
suggesting a degree of caution ahead of the
general election.
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Despite flat pricing in the past two months,
on an annual basis prices fell 6.3% in the
12 months to the end of June. Meanwhile,
the quarterly growth figure of -0.3% was
the lowest quarterly fall recorded since early
2016.
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“There has been a great regeneration story
in Marylebone in recent years, including the
attention received by the Chiltern Firehouse,”
said Christian Lock-Necrews, Knight Frank’s
Marylebone office head.
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Two key reasons for this stronger performance
are the area’s high-quality development pipeline
and the fact pricing is catching up with London’s
other ‘golden postcodes’.
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Stronger performance came two years
later as Marylebone began to provide
comparatively better value. Annual growth
of 16.4% in June 2012 was the highest in
prime central London.
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The average rate of annual growth in Mayfair
was 2.9% in the two years to July 2016,
compared to -1.4% in Knightsbridge, 0.7% in
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Furthermore, Mayfair is the only area in the
boroughs of Westminster and Kensington &
Chelsea that has not experienced negative
annual growth since the financial crisis.
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Marylebone was still an evolving market
as the financial crisis hit and didn’t see the
same magnitude of price growth as other
areas, a trend driven by London’s safehaven status. While annual growth exceeded
20% in markets like Knightsbridge and
Kensington in 2010, it peaked at 12.6% in
Marylebone.
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However, this regeneration process means
price growth patterns have been out of
step with longer-established prime central
London neighbourhoods in recent years.
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However, transactions only declined by -3.6%
over the same period in Mayfair, an area defined
by the W1K, W1J and W1S postal areas.
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Higher quality shops, hotels, restaurants,
offices and public spaces mean Marylebone
is no longer an overlooked prime residential
neighbourhood and has joined the ranks of
Mayfair to the south and St John’s Wood to
the north.
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Two other trends will support demand in
Victoria and Westminster. The first relates to
the adverse regulatory landscape that has
impacted the prime central London market
in recent years, including stamp duty hikes
in the past 18 months for properties worth
more than £1.1 million as well as investment
properties and second homes.

It follows major investment from the
Howard de Walden and Portman Estates,
which jointly control nearly 200 acres of
Marylebone and the surrounding areas.
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“Few areas in prime central London
offer such good value compared to
neighbourhoods that are a five-minute walk
away,” said Robert Oatley, Knight Frank’s
Victoria and Westminster office head. “There
has been a huge amount of investment over
the last three years and the smart money has
woken up to the area’s potential.”
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Further underlining the area’s longer-term
potential, the maximum achieved price of
£2,019 in the same period was 56.5% below
the maximum recorded in Mayfair and 63.4%
lower than Belgravia.
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The average price in the area outlined in
figure 1 between January and September
2016 was £1,300 per square foot, according
to LonRes. This was 47.3% lower than
the equivalent figure of £2,469 in Mayfair
and 35.1% below the average of £2,004 in
Belgravia.
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Property prices in Marylebone and surrounding areas
Average sale price, 12 months to April 2016

The quarterly decline of -0.3% was the
lowest three-month fall recorded
since early 2016
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The district is located in the heart of prime
central London, close to Belgravia and
Mayfair. However, residential prices are
pitched at a notable discount relative to its
two more established neighbours.

Marylebone has matured as a prime central
London residential address in the last
decade.

Excludes £5 million+ sales, average price, 12 months to April 2016
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Knight Frank data suggests the price falls seen in 2016 are unlikely to be
repeated this year, says Tom Bill

Prices were flat in June for the second
consecutive month
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Sub £5 million property prices in Mayfair and surrounding area

Growth began to cool in summer 2014,
accelerated by a series of tax changes that
included two stamp duty increases in 18
months. The result was a -8.2% decline in
the number of £1 million-plus transactions in
prime central London in the year to April 2016
compared to the same period 12 months earlier.
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PRICES STAY FLAT IN PRIME
CENTRAL LONDON AS DEAL
VOLUMES RISE
Prices were flat in prime central London for
the second consecutive month in June, a
trend that provides further evidence that the
price falls seen in 2016 are unlikely to be
repeated this year.

Jul-16

Average price, 12 months to August 2016

Reg

Indeed, as the current phase of regeneration
comes to a conclusion, the connectivity
and centrality of Victoria and the wider
Westminster area are becoming increasingly
recognised as drivers of demand for
residential property.
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Property prices in Victoria, Westminster and surrounding area
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