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Sales volumes in the super-prime sales market have been curtailed by political uncertainty, however pent-up
demand is likely to be released once a greater degree of clarity retums

Sales volumes in the London super-prime (£10
million-plus) market have proved relatively
resilient this year despite the impact of political
uncertainty surrounding Brexit negotiations.

There were 121 transactions in the year to
June 2018, compared to 133 in the previous
12-month period.

Despite the decrease, the total value of sales
in the second quarter was higher than in the
previous two years.

The total value of £10 million-plus transactions
in Q2 2018 was £707 million, which was 22%
more than the same period in 2017 and 23%
above the total in Q2 2016, as figure 4 shows.

Last year was marked by uncertainty ahead
of the June general election and the EU
referendum had a similar impact in 2016.

This relatively stronger performance in 2018
underlines how the market can respond with a
relatively more stable political backdrop.

Despite these subdued trading conditions,
there is evidence that pent-up demand is
forming, as figure 2 shows.

The total number of prospective buyers in

the £10 million-plus price bracket was 7%
higher in the third quarter of 2018 compared
to the same period in 2017. Meanwhile, the
total number of new prospective buyers that
registered in the same three-month period
was 17% higher than in Q3 2017 and the total
number of viewings was 29% higher.

Prices above £10 million have declined 9%
since their last peak in September 2015, a
decrease that more than compensates for the
impact of higher rates of stamp duty.

The difference between the current rate of
stamp duty and the rate before December
2014 is the equivalent of 4.1% on a sale of
£10,000,000, or 7.1% when the 3% surcharge
for second homes and investors is added.

The fact pricing has already adjusted to
this extent is likely to have a positive effect
on activity levels once the current political
uncertainty begins to recede.

FIGURE 1
Super-prime map of London

@ Year to September 2016 @ Year to September 2017 @ Year to September 2018

Up to £20m £20m to £75m £75m to £150m £150m to £250m £250m plus
Golders Ql;en Highgate tn“: % Z ‘i = =
NWJ1 N6
SA0%E d
AL NG (| 3
AS02
North Uppers . )
End Dartm outh By Brownsw ood
Childs Hill " Hampstea Park ’ Park
Heath V4 A10
A407 N4u.u A
/ Tufnell Park
\ Highbury
A4 S
» A1201
A5 N, A R A0 : -‘\ A503 -
~ West $ S Te | Kentis l'\T wn ;
Hamps m: = Sl Maitland Park | \ ? seA1158
s “ W /‘:} o \ : ¥y (/(\ Canonb
3 2 South Hampstead s =\ ' . A
7 outh Hamy _')‘__‘__‘_R; LY \’ et M

fllllllv'z-k A5202 ) : Islington ':*v“f‘:"
2248 N A400 le‘ng':.'.lu,; ,

Pentonville

Ad01 A501

o= Finsbury Ay
~

F LTI 2
st Pancras W, 897 St Luke

Bloom sbury

» ‘ L
Ve WA rylebo‘he A5200 \\:, | St
' ' ) Holborn 10 = 55 A8 =

S\mal
\ SE1
\@o

\&tlﬂ

Lambeth
r A301

K mr;h!v‘sw7:-

m i
o 1

Newington

l',
[

South Lambeth !
AZ3 Cambe

Walham Green ‘\.

Source: Knight Frank Research / LonRes / Land Registry



2018/19 OUTLOOK AGENT PERSPECTIVE

P9 Knight
b: Frar?k

Knight Frank’s agents in the super-prime market share their perspective on some of the key trends and what next year may bring.

Vendors have an eye on Brexit
“Activity has picked up in the final quarter of

this year, which has been fuelled by a growing
number of vendors who want to achieve a sale
before Brexit and have therefore become more
flexible in negotiations around price. You also
have a large number of buyers who have been
watching the market for some time and waiting
for the right opportunity. If they can achieve
what they perceive to be a fair price, they feel
they are protected to some extent from anything
that may happen in relation to Brexit. The
weakness of Sterling also remains a big demand
driver as well as the fundamental fact that
London remains a place people want to live and
work. Should there be a pragmatic outcome to
the Brexit negotiations, | believe we could see
the market pick up noticeably.”

Paddy Dring, Head of International
Residential and Super-Prime
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British families are more active
“There have been recent signs that price
reductions have begun to have an impact and
a degree of traction has returned to the market.
However, the current political uncertainty

is still curbing demand overall, not only in
relation to Brexit but also the associated risk

of government instability. As a result, the £10
million-plus market is, for now, largely driven
by needs-based buyers. Activity in markets like
Notting Hill and Chelsea is therefore relatively
stronger than other parts of prime central
London because those areas have a higher
component of British-based buyers who are
moving for family reasons. There are some
buyers and sellers who are active because they
will remain in the UK largely irrespective of the
political backdrop.”

Tom van Straubenzee, Head of Private Office
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Buyers like lateral living

“The effect of a weaker pound is now well-
understood by buyers although there remains
some volatility around exchange rates.
However, it is also true that more property in
the £10 million-plus price bracket is coming

to the market at prices buyers consider good
value. This has happened as more vendors take
into account the fact that trading conditions
are subdued and asking prices need to reflect
that to capture the right buyers’ attention. One
trend | have noticed is the growing influence
that new-build developments are having on the
re-sale market in London. Buyers increasingly
like living on as few floors as possible, which is
more common in the wider layouts of new-build
super-prime developments. This demand for
wider space means more buyers are focussing
on areas of London where the architecture
allows this, such as Holland Park, Notting Hill
and Chelsea.”

Daniel Daggers, Prime Central London Team

The expectation gap has widened
“Some buyers believe there may be an
opportunistic moment in the months before
Brexit to purchase in London at a reduced price.
However, in a similar way to the months after
the referendum, the reality is different. Vendors
are not willing to reduce their asking prices by
substantial amounts when they have already
made adjustments to reflect higher transaction
costs. The expectation gap between certain
buyers and sellers has therefore widened
slightly in recent months. Buyers also have to
be aware that different parts of the London
market are behaving in very different ways at
the moment. For example, demand in Notting
Hill is relatively robust and there are instances
of competitive bidding due to the fact the
market is underpinned by more needs-driven
purchasers. If you add into the mix an element
of uncertainty around the future trajectory of
Sterling, getting good advice is crucial for buyers
at the moment.”

Charles Penny, Prime Central London Team

Pent-up demand is building

“Many buyers who are taking a wait-and-see
approach are actually poised to act quite
quickly once the political situation becomes
more settled. Viewing levels remain high and

a number of buyers have been scrutinising the
market over a long period of time so are keenly
aware when properties represent good value.
Sentiment is therefore playing a major role in the
market but once there is a feeling that a sensible
Brexit deal has been reached and speculation
over the future of the government dies down,

| believe there is a certain amount of pent-up
demand that will be released.”

Rory Penn, Head of Private Office

FIGURE 2

Pent-up demand builds
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Should there be a
pramatic outcome to
Brexit negotiations, |
believe we could see
the market pick up
noticeably.
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FIGURE 3
The location of London super-prime sales
£10 million-plus sales by area
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REPORTS PLEASE GET IN TOUCH
If you are looking to buy or
sell or would just like some
property advice, we would
love to hear from you.
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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.
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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
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