
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.
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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%



RESIDENTIAL RESEARCH
Tom Bill 
Head of London Residential Research 
+44 20 7861 1492 
tom.bill@knightfrank.com

PRESS OFFICE 
Daisy Ziegler 
+44 20 7861 1031 
daisy.ziegler@knightfrank.com

© Knight Frank LLP 2014 - This report is published for general 
information only and not to be relied upon in any way. Although 
high standards have been used in the preparation of the 
information, analysis, views and projections presented in this 
report, no responsibility or liability whatsoever can be accepted 
by Knight Frank LLP for any loss or damage resultant from any use 
of, reliance on or reference to the contents of this document. As a 
general report, this material does not necessarily represent the view 
of Knight Frank LLP in relation to particular properties or projects. 
Reproduction of this report in whole or in part is not allowed 
without prior written approval of Knight Frank LLP to the form 
and content within which it appears. Knight Frank LLP is a limited 
liability partnership registered in England with registered number 
OC305934. Our registered office is 55 Baker Street, London, W1U 
8AN, where you may look at a list of members’ names.

PRIME CENTRAL LONDON RENTAL INDEX

RECENT MARKET-LEADING RESEARCH PUBLICATIONS

Knight Frank Research Reports are available at KnightFrank.com/Research

Mayfair Report 2014London Review  
Summer 2014

The Wealth Report 
2014

Prime Central London 
Sales Index September 

THE EPICENTRE OF 
LUXURY LONDON

THE RETAIL EFFECT ON 
RESIDENTIAL PRICES

RESIDENTIAL RESEARCH

MAYFAIR 
2014
LONDON MARKET FOCUS

REGAINING ITS STATUS AS 
LONDON’S LEADING ADDRESS

RESIDENTIAL RESEARCH

CAUTION RISES IN THE PRIME 
LONDON SALES MARKET

TEN AREAS OF LONDON WHERE 
PRICES MOVE IN UNISON

THE LETTINGS  
MARKET RECOVERY

LONDON 
RESIDENTIAL 
REVIEW
SHORT-TERM UNCERTAINTY  
COOLS DEMAND IN PRIME LONDON 
SUMMER 2014THE GLOBAL PERSPECTIVE ON PRIME PROPERTY AND WEALTH

the
wealth
report
2014

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 the 
general election approaches

Westminster and Kensington & 
Chelsea have 46% of £2 million-plus 
properties in England 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 fi gures 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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FIGURE 3 
Rental value growth in prime 
central  London by area in the 3 
months to September 2014  

DATA DIGEST
The Knight Frank Prime Central London 
Index, established in 1976, is the longest 
running and most comprehensive index 
covering the prime central London residential 
marketplace. The index is based on a 
repeat valuation methodology that tracks 
capital values of prime central London 
residential property. ‘Prime central London’ 
is defined in the index as covering: Belgravia, 
Chelsea, Hyde Park, Islington, Kensington, 
Knightsbridge, Marylebone, Mayfair, Notting 
Hill, Regent’s Park, St John’s Wood, 
Riverside* the City and the City Fringe. 
‘Prime London’ comprises all areas in 
prime central London, as well as Canary 
Wharf, Fulham, Hampstead, Richmond, 
Wandsworth, Wapping and Wimbledon.
*  Riverside covers the Thames riverfront from Battersea Bridge 

in the west running east to include 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.

Knight Frank Prime Central London Index

KF Prime 
Central London 

Index 

12-month  
% change

6-month  
% change

3-month 
% change 

Monthly 
% change

Sep-13 170.3 -2.5% -0.9% -0.7% -0.1%
Oct-13 169.4 -2.5% -1.4% -0.8% -0.5%
Nov-13 168.9 -2.4% -1.6% -0.9% -0.3%
Dec-13 168.3 -2.3% -1.9% -1.2% -0.4%
Jan-14 168.6 -2.0% -1.3% -0.5% 0.2%
Feb-14 168.0 -2.3% -1.5% -0.6% -0.4%
Mar-14 168.4 -2.0% -1.1% 0.1% 0.2%
Apr-14 169.0 -1.6% -0.2% 0.2% 0.3%
May-14 169.4 -1.4% 0.3% 0.8% 0.2%
Jun-14 170.9 -0.4% 1.6% 1.5% 0.9%
Jul-14 171.7 0.5% 1.8% 1.6% 0.4%
Aug-14 172.5 1.2% 2.7% 1.9% 0.5%
Sep-14 173.0 1.6% 2.7% 1.2% 0.2%

Source: Knight Frank Residential Research
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