
FIGURE 1 

Prime Home Counties rental change 
Annual and quarterly % change

FIGURE 2 

Prime rental supply and demand 
Home Counties, Q1 2017 v Q1 2016

Source: Knight Frank Research

Prime rental values across the Home 
Counties fell by 2.3% between January 
and March following a 1.8% decline the 
previous quarter. On an annual basis, prime 
rents were 3.9% lower.

The primary reason behind the slowdown 
in rental values over the last year has  
been a rise in stock levels at the top end  
of the market, a trend that has been  
fuelled by greater uncertainty in the  
sales market following a series of tax 
changes – something we have noted in 
previous updates.

Knight Frank was instructed to let 33% 
more properties in Q1 2017 compared 
with the previous year, and the number 
of market appraisals – a good indicator of 
future stock levels – was up by 39% over 
the same period.

However, demand is also increasing, 
the number of new prospective tenants 
registering with Knight Frank rose 15% 
year-on-year between January and March. 
Meanwhile, the number of tenancies agreed 
increased by 23% over the same period. 
Some 61% of new tenants in Q1 were 

from the UK, followed by tenants from North 
America, the data shows.

While this indicates a marked increase 
in activity, demand levels vary at different 
price points, reflecting the current two-tier 
nature of the lettings market in the  
Home Counties.

Agents note that below £2,000 per month, 
activity has been particularly strong,  
especially for flats and smaller family houses 
with such properties often letting faster than 
those in higher price brackets.

Above this price threshold demand has been 
less strong, with landlords willing to be more 
flexible with regards to rents especially if 
tenants offer up front rental payments or are 
able to commit to longer tenancies which 
minimise void periods.

Corporate enquiries from individuals relocating 
to the Home Counties for work were fairly 
robust over the course of the quarter, rising by 
17% compared with the same point in 2016. 
Interest from corporate tenants is expected to 
increase over the summer months ahead of 
the start of the new US and UK school terms 
in August and September.

Results for Q1 2017
Prime rental values fell by 2.3% in  
the first quarter of 2017

On an annual basis, prime rents were 
3.9% lower

The volume of new prospective tenants 
rose 15% year-on-year between 
January and March and the number of 
tenancies agreed increased by 23%

Demand is highest in the sub-£2,000 
per month price bracket

Enquiries from individuals relocating 
to the Home Counties for work 
increased by 17% year-on-year 
between January and March

OLIVER KNIGHT 
Associate

ACTIVITY STRONG IN Q1 2017  
DESPITE RENTAL FALLS 
Demand for rental property across the Home Counties has been  
strong but, as the latest figures suggest, it remains a tenant’s market
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“ Demand levels vary at 
different price points, 
reflecting the current two-tier 
nature of the lettings market 
in the Home Counties.”

Follow Oliver at @oliverknightkf

For the latest news, views and analysis 
on the world of prime property, visit 
Global Briefing or @kfglobalbrief Source: Knight Frank Research

http://www.twitter.com/oliverknightkf
http://www.knightfrankblog.com/global-briefing
https://twitter.com/KFGlobalBrief
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Prime country house prices increased 
by 0.6% between January and March, 
according to Knight Frank data. On an 
annual basis, values were essentially 
unchanged at -0.1%.

The slight pick-up in prices in the first three 
months of 2017 is an indication that prime 
markets are starting to stabilise following 
three consecutive quarters of price falls.

That said, a closer look at the figures shows 
that the market is still highly price sensitive, 
particularly at the top end, which continues 
to adjust to higher purchase costs following 
recent changes to stamp duty.

Homes valued over £1.5 million for example 
have fallen in price by -1.4% annually, the 
data shows. By way of comparison, the 
sub-£1.5 million market recorded growth of 
2.3% over the same period.

In terms of property types, manor houses 
recorded the largest price declines at 
-1.7% on average over the year.

This process of price adjustment at the  
top end has taken place alongside a 
general pick-up in demand, with agents 
noting that values are beginning to align 
with buyer expectations.

Knight Frank figures, which track leading 

indicators of demand, show the number 

of new prospective buyer registrations has 

risen by 3% annually over the year to March 

2017. The number of viewings rose by 11% 

year-on-year over the same period.

Against this backdrop, overall sales volumes 

have also seen a robust start to 2017.

Although fewer deals have been completed 

in 2017 than at the same point last year 

– when transactions spiked ahead of the 

introduction of additional stamp duty – the 

volume of sales was 5% higher than the 

comparable period of 2015, and 8% higher 

than in 2014.

Properties that are located close to good 

schools and transport links remain popular, 

particularly in town and city markets, 

where the property is accurately priced.

However, as we have noted in previous 

updates, a shortage of good prime housing 

stock continues to act as a barrier to 

further growth in sales volumes and could 

impact the market over the remainder of 

the year.

ENCOURAGING SIGNS FOR PRIME 
COUNTRY HOUSE MARKET
Demand for prime property has been robust over the past year,  
although higher purchase costs continue to act as a constraint on  
further growth.

Key headlines from  
Q1 2017
Prime country house values increased 
by 0.6% in Q1, ending three 
consecutive quarters of price falls

On an annual basis, prices fell 0.1% 

Property price continues to be the 
biggest driver of performance, with 
stamp duty costs weighing on growth 
for properties above £1.5 million

The volume of new buyer enquiries  
rose by 3% annually over the year  
to March 2017 and viewings were  
11% higher

FIGURE 1 

Price change 
Annual and quarterly change in prime country 
property values

FIGURE 2 

Price growth by property type 
annual and quarterly % change

Source: Knight Frank Research Source: Knight Frank Research
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OLIVER KNIGHT 
Associate

“ The slight pick-up in prices 
in the first three months of 
2017 is an indication that 
prime markets are starting 
to stabilise following three 
consecutive quarters of  
price falls.”

Follow Oliver at @oliverknightkf

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

UK Prime Country  
House Index - Q1 2017

Knight Frank Home Counties Prime Lettings Index results

Annual %  
change

Six monthly % 
change

Quarterly % 
change

Q1 2013 -3.3% 0.1% 1.4%

Q2 2013 -1.7% 3.5% 2.1%

Q3 2013 -2.7% -2.8% -4.8%

Q4 2013 -0.4% -6.9% -2.2%

Q1 2014 -4.3% -1.6% 0.7%

Q2 2014 -3.8% 3.3% 2.6%

Q3 2014 0.1% 1.7% -0.8%

Q4 2014 1.9% -1.3% -0.5%

Q1 2015 4.7% 2.9% 3.5%

Q2 2015 4.0% 5.4% 1.9%

Q3 2015 4.1% 1.1% -0.8%

Q4 2015 4.3% -1.1% -0.3%

Q1 2016 1.7% 0.6% 0.9%

Q2 2016 -0.8% 0.3% -0.6%

Q3 2016 0.5% 0.0% 0.5%

Q4 2016 -0.8% -1.1% -1.6%

Q1 2017 -3.9% -3.9% -2.3%

Source: Knight Frank Research

Rental value declines continued to bottom out 
in March as the rate of increase of new lettings 
properties coming onto the market slowed.

The annual rate of growth eased to -4.9% and 
the quarterly rate of decline was -0.7%, which 
was the lowest level since November 2015.

The amount of lettings property coming onto 
the market in prime central London has risen 
over the last 12 months as uncertainty grew 
over pricing in the sales market following a 
succession of tax hikes. This was compounded 
by political uncertainty surrounding the EU 
referendum.

While the annual increase in new lettings 
properties on the market was 51% last June, 
this figure had eased to 23% in February.

In a sign that demand is increasing, the 
number of new prospective tenants registering 
rose 1.5% year-on-year in the six months to 
February. Meanwhile, the number of tenancies 
agreed increased by 22% over the same 
period.

While this indicates a marked increase in activity 
in the prime central London lettings market, 
demand levels vary at different price points.

Below £1000 per week activity is particularly 
strong, as shown in the relative rental value 
declines in figure 3 on page 2. Demand has 
been bolstered by continued strong demand 
from students, a greater acceptance of renting 
as a tenure model by young professionals 
and the fact some corporate accommodation 
budgets have been cut, increasing demand in 
lower price brackets

Demand is slower between £3,000 and 
£5,000 per week, a market where demand 
has traditionally been strong among senior 
executives in financial services. A recent 
series of news stories about banks cutting 
staff bonuses underlines the ongoing financial 
pressures they face.

It means landlords at this price point frequently 
have to make double-digit percentage 
reductions to asking rents to prevent void 
periods.

Meanwhile, demand in the super-prime lettings 
market above £5,000-plus per week remains 
robust. There were twice as many deals done 
above £5,000 per week in the first two months 
on 2017 compared to last year, LonRes data 
shows.

March 2017
Annual rental value growth eased to 
-4.9% as the rate of growth of new supply 
slowed

The number of new tenancies agreed 
was 22% higher year-on-year in the six 
months to February

Annual rental value growth was -1.2% 
between £250 and £500 per week

Average prime gross yield was 3.26%  
in March

Macroview: The implications of weak 
sterling

“There were twice as many 
deals done above £5,000-
plus per week in the first two 
months on 2017 compared to 
last year”
Follow Tom at @TomBill_KF
 

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

RENTAL VALUE GROWTH BOTTOMS 
OUT AS GROWTH IN SUPPLY EASES 
Demand is strong in the upper and lower price brackets but demand from 
senior executives has slowed, says Tom Bill
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FIGURE 1 
Demand is on the rise 
Year-on-year change, six months to February

Source: Knight Frank Research

FIGURE 2 
Rental value declines bottom out

TOM BILL 
Head of London  
Residential Research
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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.  

Prime Central London 
Rents Index Mar 2017
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SUPER PRIME HOME COUNTIES LETTINGS WINTER | 2016/17

Changes to taxation and greater flexibility from landlords means activity 
in the super prime rental market across the Home Counties is buoyant, 
as Jemma Scott tells Oliver Knight

Super Prime Lettings Team
The Knight Frank Super Prime lettings team 

provides a unique service to clients and tenants 

with property interests upwards of £15,000 per 

month across the Home Counties. Covering Ascot, 

Beaconsfield, Cobham, Esher, Guildford, Henley, 

Sunningdale, Virginia Water, Weybridge and the 

surrounding countryside, the team has over 140 

years of collaborative lettings experience. Our most 

experienced negotiators work collaboratively and 

seamlessly across Berkshire, Buckinghamshire, 

Oxfordshire, and Surrey offering a single point of 

contact for access to the Home Counties most 

exclusive properties both on and off market.

Wentworth, Virginia Water: £22,500 PCM

Hurst, Berkshire: £25,000 PCM

One beneficiary of recent changes to 
stamp duty has been the luxury lettings 
sector. Both supply and demand have risen 
as higher purchase costs at the top-end of  
the sales market make buyers increasingly 
price sensitive.

Knight Frank analysis of the super prime 
(£15,000-plus/month) market across  
the Home Counties shows that the  
number or properties available for rent  
has increased by 56% so far in 2016 
compared to last year.

The number of viewings conducted above 
this level by Knight Frank offices has also 
more than doubled year-on-year, while the 
number of tenancies agreed in 2016  
is comfortably higher than in both 2015 
and 2014.

Jemma Scott, Partner Home Counties  
Lettings, explains: “When you consider  
that the stamp duty on the purchase of  
a £10 million property in the Home 
Counties is £1.1 million, rising to £1.4 
million if it is a second home or additional 
residence, that’s equivalent to more than 
three years rent.”

The recent increase in stock levels has 
also resulted in greater negotiations on the 
part of tenants. In some cases this has led 
landlords to be flexible in terms of rents.

As Jemma explains: “This flexibility can 
make renting look like an increasingly 
attractive option, although best-in-class 
properties, which are in a ‘ready-to-move-
in’ condition with the latest fixtures and 
fittings are holding their value.”

For landlords, yields in the region of 3%  
to 4% are attainable for the best-in-class  
super prime properties.

The super prime lettings market in the 
Home Counties is concentrated on a 
relatively small number of areas primarily  
in Ascot, Virginia Water, Cobham and Esher, 
as figure 1 shows.

There is a strong correlation between 
the market and proximity to international 
schools such as ACS Egham, ACS Cobham 
and TASIS, the American school, with 
education a big driver at the top end of 
the market. ‘Try-before-you-buy’ tenants 
who want to get to know an area before 
committing to a purchase are another key 
source of demand.

Since 2014, international tenants have 
accounted for 81% of all super prime deals 
completed by Knight Frank across the 
Home Counties – although it should be 
noted that this is a small sub-sector of the 
market as a whole.

US renters have been the most active  
nationality over that time, accounting for  
36% of all super prime tenancies agreed, 
followed by tenants from the UK.

“The Home Counties are often the first 
destination for individuals moving out of 
London, while excellent transport links back 
to the capital and the wealth of outstanding 
schools mean they’re also favoured by 
international tenants looking to relocate 
to the UK, attracted by the abundance 
of green spaces and a vibrant social and 
sporting scene.” Jemma says.

Jemma Scott
Partner, Home Counties
jemma.scott@knightfrank.com
+44 20 7881 7730

Super Prime Home 
Counties Lettings - 
Winter 2016/17

For the latest news, views and analysis
on the world of prime property, visit

KnightFrank.com/blog
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