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Results for July 2012

Prime central London property prices
rose 0.5% in July, taking annual growth
t0 10.3%

Prices have now risen by 49% since the
post credit-crunch low in March 2009

Prices are at a new record high and
are 13.5% above their previous peak in
March 2008

Properties in the lower price bands
have outperformed in recent months

“London is still a ‘safe-
haven’, but the lack
of clarity surrounding
new property taxes
for £2m+ homes is
creating uncertainty.”

Liam Bailey, Head of Residential Research

Prime central London prices hit
new high but pace of growth slows

Prices are now more than 13% higher than the previous market

peak in early 2008, but stamp duty and the uncertainty surrounding
proposed tax changes for houses worth £2m+ begin to weigh on the
market. Liam Bailey examines the figures

The central London property market retained

its dominance in July, with a 0.5% increase in
average prices taking the value of prime property
to a new record high.

But the pace of growth in prices has slowed
in recent months. In fact, July’s 0.5% increase
marks the most modest monthly rise in prices
since October 2010.

So what is causing this slowdown?

The focus of the world may have turned to
London during the Olympics, but the Eurozone
turmoil is still rumbling on with Spain becoming
the latest country to feel the pressure.

As such, London still remains a key destination
for investors looking for ‘safe-haven’ assets, a
fact reflected in the continued rise in interest
from prospective buyers, up 23% in the three
months to July compared to the previous quarter.

Rather it is developments closer to home which
are preoccupying those in the market, namely
the stamp duty rises and proposed property tax
changes announced during the Budget in March.

There is emerging evidence that the rises in
stamp duty are having an impact on the market.

And the on-going consultation on the annual
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charges and Capital Gains Tax which will be
levied on property worth £2m+ held in company
structures, is creating uncertainty and causing
some would-be buyers and sellers to adopt a
‘wait and see’ attitude. The final decision on the
consultation will be announced in this year’s
pre-Budget report or next year’s Budget.

The impact of this market ambivalence can
be seen in price movements, with the
sub-£2m market performing most strongly
over recent months.

Activity data, which is another key indicator

in the market, shows a slowdown in the three
months to the end of July. Total exchanges
across the whole PCL market between May and
July were 11% lower than the same period in
2011. However, while sales of properties worth
between £2m and £10m fell by 23%, exchanges
of houses worth £10m or more rose by nearly
30%.

July’s snapshot of the prime central London
market indicates that activity is starting to
recede from record heights seen over the
last year or two, to a more moderate pace,
indicating that price growth may also slow
over the coming months.

Figure 2
Annual and quarterly growth
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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, 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 12-month 6-month 3-month Monthly
London Index % change % change % change % change

Jul-10 4,506.0 17.1% 7.3% 1.8% -0.5%
Aug-10 4,503.9 15.9% 3.9% 0.4% 0.0%
Sep-10 4,496.1 14.2% 3.0% -0.7% -0.2%
Oct-10 4,485.7 11.6% 1.4% -0.4% -0.2%
Nov-10 4,524.3 11.2% 0.8% 0.5% 0.9%
Dec-10 4,583.9 10.3% 1.3% 2.0% 1.3%
Jan-11 4,633.7 10.3% 2.8% 3.3% 1.1%
Feb-11 4,679.7 8.0% 3.9% 3.4% 1.0%
Mar-11 4,742.5 8.6% 5.5% 3.5% 1.3%
Apr-11 4,790.8 8.2% 6.8% 3.4% 1.0%
May-11 4,856.9 8.2% 7.4% 3.8% 1.4%
Jun-11 4,902.7 8.3% 7.0% 3.4% 0.9%
Jul-1 4,937.0 9.6% 6.5% 3.1% 0.7%
Aug-1 4,979.1 10.5% 6.4% 2.5% 0.9%
Sep-11 5,010.9 11.4% 5.7% 2.2% 0.6%
Oct-11 5,047.2 12.5% 5.4% 2.2% 0.7%
Nov-11 5,095.2 12.6% 4.9% 2.3% 1.0%
Dec-1 5,138.3 12.1% 4.8% 2.5% 0.8%
Jan-12 5,185.5 11.9% 5.0% 2.7% 0.9%
Feb-12 5,222.0 11.6% 4.9% 2.5% 0.7%
Mar-12 5,278.9 11.3% 5.3% 2.7% 1.1%
Apr-12 5,338.2 1.4% 5.8% 2.9% 1.1%
May-12 5,378.1 10.7% 5.6% 3.0% 0.7%
Jun-12 5,419.1 10.5% 5.5% 2.7% 0.8%
Jul-12 5444.2 10.3% 5.0% 2.0% 0.5%
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Notes to Editors

Knight Frank LLP is the leading independent global property consultancy. Headquartered in London, Knight Frank and its New York-based global
partner, Newmark Knight Frank, operate from 244 offices, in 43 countries, across six continents. More than 7,067 professionals handle in excess
of US$817 billion (£498 billion) annually, advising clients ranging from individual owners and buyers to major developers, investors and corporate
tenants. For further information about the Company, please visit www.knightfrank.com.

© Knight Frank LLP 2012 - This report is published for general information only. Although high standards have been used in the preparation of the information, analysis,
views and projections presented in this report, no legal responsibility can be accepted by Knight Frank Residential Research or Knight Frank LLP for any loss or damage
resultant from 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 allowed with proper reference to Knight Frank Residential Research. Knight Frank LLP is a limited
liability partnership regi: d in England with regi: number 0C305934. Registered office: 55 Baker Street, London, W1U 8AN



http://globalbriefing.knightfrank.com/
http://my.knightfrank.com/research-reports/knight-frank-and-markit%27s-house-price-sentiment-index-%28hpsi%29.aspx
http://my.knightfrank.com/research-reports/knight-frank-and-markit%27s-house-price-sentiment-index-%28hpsi%29.aspx
http://my.knightfrank.com/research-reports/uk-residential-market-update.aspx
http://my.knightfrank.com/research-reports/uk-residential-market-update.aspx
http://my.knightfrank.com/research-reports/super-prime-country-report.aspx
http://my.knightfrank.com/research-reports/super-prime-country-report.aspx
http://www.thewealthreport.net/
http://www.thewealthreport.net/

