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SUPER-PRIME MARKET INSIGHT
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 returns

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.
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Despite the decrease, the total value of sales
in the second quarter was higher than in the
previous two years.
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Despite these subdued trading conditions,
there is evidence that pent-up demand is
forming, as figure 2 shows.
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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.
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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.
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£150m to £250m
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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.

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.

£75m to £150m
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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.

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.
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2018/19 OUTLOOK AGENT PERSPECTIVE
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

British families are more active

Pent-up demand is building

“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, I believe we could see
the market pick up noticeably.”

“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.”

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

Paddy Dring, Head of International
Residential and Super-Prime

Tom van Straubenzee, Head of Private Office

Rory Penn, Head of Private Office

FIGURE 2

Pent-up demand builds Year on year % change

Daniel Daggers, Prime Central London Team
Charles Penny, Prime Central London Team
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“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.”

Q3-17

“The effect of a weaker pound is now wellunderstood 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 I 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.”

Prospective Buyers
New Prospective Buyers
Viewings

Q2-17

The expectation gap has widened

Q1-17

Buyers like lateral living

Source: Knight Frank Research

“

Should there be a
pramatic outcome to
Brexit negotiations, I
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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Value and volume of £10 million-plus sales

The Sterling effect

£10 million-plus pricing outperforms
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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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LONDON SUPER-PRIME LETTINGS INSIGHT

2018

The number of super-prime lettings transactions continues to rise but
the pace of growth has started to slow, as Tom Smith tells Tom Bill

LONDON
RESIDENTIAL
REVIEW

The number of super-prime (£5,000-plus per
week) tenancies agreed in London in the year
to August was 5% higher than the previous
12-month period.
Demand continues to be driven by uncertainty
surrounding the short-term trajectory for pricing
in the sales market, which means a number of
would-be buyers have become tenants.
However, the 5% annual rise in tenancies
agreed marks a slowdown from the 20% uplift
seen earlier this year. Tom Smith, head of
super-prime lettings at Knight Frank, attributes
this to two factors.
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“First, political uncertainty has made some
people slightly apprehensive about the next
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Some 17 tenancies were agreed at a rent of more
than £8,000 per week in prime central London
between January and August 2018, down from
26 during the same period in 2017 and 27 in
2016, as figure 1 shows.
The second factor is the stabilisation of the superprime (£10 million-plus) sales market. Despite the
political uncertainty, higher rates of stamp duty
are now reflected in pricing and buyer interest
is rising as a result. The total value of all superprime sales between June and August was 93%
higher than the equivalent figure in 2017.
As the market stabilises, some landlords of
super-prime properties have begun to consider a
sale more actively, says Tom.

FIGURE 1

Monthly number of £8,000+/week
tenancies agreed in PCL

Source: Knight Frank Research / LonRes
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six months,” said Tom. “Demand above £8,000
per week tends to be more discretionary, and we
have seen the number of deals dip this year.”

“The owners of around a third of super-prime
properties currently on the rental market would
consider a sale at the right price. This is a higher
proportion than we have seen for several years,”
he said. “Tenants are also starting to pay more
attention to the sales market so I sense we are at
the start of a period where more of them could
become buyers, which is why tailored advice is
absolutely critical.”

Flat 3, 22 Pembridge Crescent, guide price £8,500 per week

48 Elsworthy Road, guide price £30,000 per week

Please get in touch
If you’re thinking of letting your property,
renting in London or would just like some
property advice, please do get in touch,
we’d love to help

Tom Smith

Head of Super-Prime
Lettings

tom.smith@knightfrank.com
+44 20 7881 7730

FIGURE 2

London super-prime lettings volumes and achieved rental values
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THE BREXIT EFFECT

Wealth Report 2018

PROPERTY VERSUS STOCKS

London Review
Autumn 2018

London Super Prime
Lettings October 2018

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

Paddy Dring
Head of International Sales
and Super Prime
+44 20 7861 1061
paddy.dring@knightfrank.com
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PRIME COUNTRY
HOUSE INDEX
Q3 2018
KENSINGTON SALES MARKET INSIGHT 2018

OCTOBER 2018

The prime London sales indices are based on repeat valuations of second-hand stock and do not
include new-build property, although units from completed developments are included over time.

FIGURE 1

Property prices in Kensington
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Prime central London index
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John Stuart Mill, philosopher
William Thackeray, novelist
Rudolf Nureyev, ballet dancer
Jean Sibelius, composer
T.S. Elliot, poet
Sir Winston Churchill, politician
Agatha Christie, writer

Prime central London update
Activity in the prime central London sales
market continues to stabilize, a trend
that is more marked in higher-value
price brackets. While the overall number
of transactions rose 5% in the last six
months of 2017 compared to 2016, the
increase was 14% for properties valued
at between £5 million and £10 million,
LonRes data shows. In Kensington, this
trend is highlighted by the more resilient
sales volumes in the typically higher-value
postcodes to the north of Kensington High
Street, as figure 4 shows.
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Average difference between old
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Figure 4 Average prices have fallen by
7.3% since the last peak in prime outer
London in July 2016. This decline more than
compensates for the impact of higher rates
of stamp duty, suggesting pricing is being
kept in check by political uncertainty.

Buyers more cautious before making an offer
Number of viewings per offer in prime central London
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Figure 3 The number of viewings
undertaken before an offer is made rose
to its highest level in more than five years
in September in prime central London. It
underlines how prospective buyers remain
cautious due to the uncertain political
backdrop.
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A more cautious approach from both buyers and vendors kept a check on
prime regional property values in the third quarter.

Population: 32,098

and

Figure 2 The ratio of new prospective buyers
per new listing continued its recent upwards
trend in September across prime central and
prime outer London. The trend underlines the
strength of demand compared to supply and
suggests there could be a positive impact on
transaction volumes once the current political
uncertainty recedes.

PRIME PRICES MODERATE IN Q3

FIGURE 2

FIGURE 2
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Figure 1 The total number of prospective
buyers that registerd with a Knight Frank
office rose 14.1% in September compared
to the same month last year in prime central
and prime outer London. This upwards trend
since the summer highlights how pent-up
demand is forming as buyers await the
outcome of Brexit negotiations.
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Sami Robertson, Kensington Office Head
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still plays a key role. One house near a very
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good school exchanged on the day of the
general election in 2017. The buyer did not
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want to wait for the result, the school was
Source: Knight Frank Research / Valuation Office Agency
more important.”

Kensington Market Insight

Prime regional property prices in England
and Wales declined in the third quarter of
2018, falling by 0.6%, according to Knight
Frank’s prime country house index. This
marks a reversal to the 0.9% growth seen
in the first half of the year.
Over the 2 months to September 2018,
values were virtually unmoved at 0.1%.
The rate of annual growth in the prime
country market has averaged less than 1%
since mid-2016, compared to between
2% and 5% in the mainstream UK market,
highlighting the price sensitive nature of
prime markets outside of the capital.
With ongoing uncertainty surrounding
Brexit, the performance also reflects a more
cautious attitude among both buyers and
vendors, some of whom appear to be waiting
for more certainty in the near future. This can
be seen in Knight Frank figures which show
there were 6.7 property viewings conducted
for every offer made in September,
compared to 4.9 in June, and the highest this
ratio has been in seven years.
Despite this background of uncertainty,
agents report that properties continue to
sell where they are priced to factor in the
prevailing market conditions.
Another noticeable factor in the market has
been the increased activity among needsdriven buyers, such as those moving for
schooling or family reasons. This has
translated into a pick-up in activity in some

prime markets, including Tunbridge Wells,
Guildford and Sevenoaks. These markets
are well known for the quality of schooling.
It is also worth noting that prime regional
markets still look good value relative
to many areas of London and, while
the number of buyers from the capital
has fallen year-on-year so far in 2018,
purchasers moving from the city remain
an important source of demand.

REGIONAL VARIATIONS
Drilling down into the data also reveals
a more nuanced picture. At a regional
level, localised pressures have contributed
to variations in price performance. The
traditionally higher value prime markets in
North Surrey, for example, have seen prices
fall by 3.2% over the last 12 months, and
by 11.3% since their previous peak in 2014.
Performance is also dependant on value,
as shown in Figure 2 overleaf.

OUTLOOK
The succession of rises for stamp duty on
property valued above £1m in recent years,
a slowdown in the prime London market
and more uncertainty over the short-to
mid-term prospects for the UK economy,
as well as property taxation, have all kept
a lid on growth since 2016. It’s likely
that these conditions will persist over the
coming year.
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“AGENTS NOTE THAT
PROPERTIES CONTINUE
TO SELL WHERE THEY
ARE PRICED ACCORDING
TO MARKET CONDITIONS.
ONE KEY DRIVER OF
ACTIVITY HAS BEEN FROM
NEEDS-DRIVEN BUYERS.”
Oliver Knight, Residential Research
oliver.knight@knightfrank.com

Prime Country House Index
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