
FIGURE 1 

Corporate demand picks up 
As a % of total tenancies commenced  
(Q2 2014 v Q2 2015)

FIGURE 2 

Nationality or prime Home  
Counties tenants 
April to June 2015

Source: Knight Frank Residential Research Source: Knight Frank Residential Research

Prime rental values in the Home Counties  
rose by 1.9% between April and June, 
driven by the recovering UK economy  
and an increase in rental demand from 
corporate tenants. Annual rental growth 
stands at 4%.

The spring and summer months are often 
the most active for the Home Counties 
rental market with corporate demand 
peaking as families relocating for work  
look to move before the start of the  
new school year.

And while corporate demand is not back  
to the same levels seen before the  
financial crisis, it has stepped up notably. 
Between April and June, corporate  
tenants made up some 47% of all 
tenancies commenced across the  
Home Counties, up from 29% during  
the comparable period in 2014.

Corporate demand came from a range 
of industries in the three months to June, 
including the oil and gas, technology and 
pharmaceutical sectors, as well as from 
finance workers.

Additionally, there is anecdotal evidence to 
suggest that corporations are also stepping  
up their budgets which has translated into 
more competition for larger properties.  
This is certainly reflected in stronger rental 
growth being recorded in larger properties 
than smaller ones in Q2.

Demand for prime rental properties in the 
Home Counties continues to be widespread, 
with some 47% of tenants coming from 
outside of the UK between April and June, led 
by individuals from North America (figure 2).

Tenants relocating from the US are often  
most active during the first half of the year, 
with many looking to complete moves ahead 
of the American and International school term 
starting in August.

The number of potential tenants, both 
corporate and private, registering with  
Knight Frank lettings agents so far this year 
rose by 7%, compared to the same period  
last year. The number of applicant viewings 
was 24% higher over the same time, an 
indication that activity should continue to  
be robust in the coming months.

Results for Q2 2015
Prime rents in the Home Counties 
rose by 1.9% in the second quarter

On an annual basis rents  
have risen by 4%

Quarterly rental growth for 
1-bedroom properties was  
0.4% compared to 1.5%  
for 4-bedroom homes

Some 47% of new tenancies 
commenced between April and 
June were to international tenants

OLIVER KNIGHT 

“ Corporate tenants made up 
some 47% of all tenancies 
commenced across the 
Home Counties between 
April and June, up from 
29% during the comparable 
period in 2014”

Follow Oliver at @oliverknightkf

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

CORPORATE DEMAND BOOSTS 
HOME COUNTIES LETTINGS 
MARKET IN Q2
Rental growth was positive in the second quarter. Oliver Knight 
examines the latest figures
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HOME COUNTIES LETTINGS INDEX Q2 2015

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

KnightFrankblog.com/global-briefing
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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%

“ 47% of tenants 
came from outside 
the UK between 
April and June, led 
by individuals from 
North America.”

UK Prime Country 
House Index Q2 2015

Average values rose by 0.9%  
between April and June, an indication 
that any expectations of a post-election 
price jump in the prime market  
were unfounded.

Annual price growth slowed to 2.3%,  
its lowest level in two years (figure 1).

One of the key reasons price growth 
remains subdued, despite the election of 
a majority government and the removal 
of the threat of a ‘mansion tax’, is the fact 
that the prime market is still absorbing 
the recent changes to stamp duty.

The change, which came into effect 
in December, has resulted in higher 
purchase costs for properties worth  
more than £1.1 million. There is  
anecdotal evidence to suggest that  
some buyers are factoring the increased 
cost into offers, resulting in some  
price adjustments.

Additionally, while there was a release 
of pent-up demand in the weeks 

immediately following the vote as 
buyers who had adopted a wait and see 
approach prior to the election returned 
to the market, rising stock levels – which 
peaked to their highest level all year in 
May – helped to mitigate any significant 
jump in property values.

The greater political certainty afforded 
by the election result means there is a 
more positive outlook for the residential 
property market as a whole. Interest rates 
remain at record low levels, economic 
growth is steady and mortgage rates  
are competitive.

During the quarter, prime city markets 
continued to outperform more rural 
locations, with notable price growth  
in Bath, Bristol and Winchester  
among others.

Prime urban property markets are  
now, on average, 2% above their 2007 
peak, while neighbouring village and  
rural locations remain 13.2% below  
peak levels (figure 2).

PRIME COUNTRY HOUSE PRICE 
GROWTH SLOWS
Despite the certainty provided by a majority government, activity and 
prices in the prime country house market remained subdued during the 
second quarter. Oliver Knight examines the latest figures.

Key headlines from  
Q2 2015
Average values rose by 0.9% between 
April and June

Annual price growth slowed to 2.3%

Higher stamp duty rates for prime 
properties has moderated activity

Prime urban property values are on 
average 2% above their 2007 peak

FIGURE 1 

Price growth slows 
Annual change in prime country property values

FIGURE 2 

Town and city markets outperform 
Price growth in urban and rural locations  
(100 = March 2005)

Source: Knight Frank Residential Research Source: Knight Frank Residential Research
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OLIVER KNIGHT 
Residential Research

“ The prime country house 
market is still absorbing 
recent changes to 
stamp duty.”

Follow Oliver at @oliverknightkf

For the latest news, views and analysis 
on the world of prime property, visit 
Global Briefing or @kfglobalbrief
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Annual rental value growth in prime central 
London eased to 3.4% in June, reflecting the 
positive but hesitant mood in the prime central 
London lettings market.

While June marked the twelfth consecutive month 
of annual growth, demand has been inconsistent 
ahead of an expected seasonal upturn in the 
summer as companies digest the outcome of the 
general election.

In similar fashion to the sales market, the prime 
central London lettings market is in a period of 
adjustment following an election result that few 
predicted.

One example is high stock levels in some areas, 
the result of landlords having waited for clarity 
around the result of the vote before deciding 
whether to let their properties.

The health of the prime central London lettings 
market is linked to that of the UK economy and 
some perceive it to be on a firmer footing under 
a majority Conservative government, which has 
caused stock levels to rise.

Properties for sale are also moving across to 
the lettings market, the result of some vendors 

choosing the rental option after a post-election 
spike in prices failed to materialise.

The result of higher stock levels is that prospective 
tenants are shopping around to a greater extent 
than before, which means setting realistic asking 
rents has become increasingly important.

However, the picture is mixed across different 
markets and there is a shortage of family houses in 
areas including Kensington and St John’s Wood, 
as more families opt to rent due to affordability 
constraints in the sales market.

The impact of the election on decision-making by 
large financial institutions over whether they remain 
in the UK will also have a bearing on demand in the 
second half of 2015.

Some banks are reviewing whether to stay against 
the background of an in-out EU referendum as well 
as a wider debate surrounding the merits of the 
bank levy and plans to claw back bonus payments. 
Figure 2 shows how the share price performance 
of banks has lagged the FTSE 100 in the last two 
years, reflecting the stricter regulatory environment.

Prime gross yields held steady at 2.96% for the 
second consecutive month.

June 2015
Annual rental value growth eased to  
3.4% in June

June marked the 12th consecutive 
month of annual growth but activity 
remains inconsistent

High stock levels in some areas means 
setting realistic asking rents has 
become more important

Shortage of family houses in areas 
including Kensington and St John’s 
Wood as demand moves from sales market

Prime gross yields remained at 2.96% 
for the second month running

TOM BILL 
Head of London Residential Research 

“Prospective tenants are 
shopping around to a greater 
extent, which means setting 
realistic asking rents has 
become more important” 
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 LETTINGS 
MARKET ADJUSTS TO NEW 
POLITICAL LANDSCAPE
Activity in the prime central London lettings market has been fitful ahead of an 
expected seasonal upturn in activity this summer, says Tom Bill
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PRIME CENTRAL
LONDON RENTAL INDEX

FIGURE 1 
Rental value growth in prime  
central London

Source: Knight Frank Residential Research Source: Knight Frank Residential Research
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FIGURE 2 
Bank share prices lag the FTSE 100

Prime Central London 
Rental Index Jun 2015

Prime Outer London 
Index April 2015

Property prices in prime outer London 
increased by 0.3% in April, denoting muted 
growth ahead of the general election on 7 May.

Annual growth has slowed to 4.5% from 
12.1% in April last year as a prolonged period 
of political uncertainty mounts surrounding 
the outcome.

The prospect of further property taxation has 
caused price growth in the £2 million-plus 
market to slow to a greater degree than in 
lower price brackets, as figure 1 shows.

However, in recent weeks there has been a 
limited reversal of this trend in some areas.

Many vendors of properties worth less than 
£2 million are hesitating before putting them 
on the market due to the election. The caution 
underlines how a wider sense of uncertainty 
about the election and its impact on house 
prices is altering the behaviour of a section of 
the market that would be unaffected by any 
proposed tax changes.

Others are simply waiting for the election to 
finish before acting and there are a number 
of properties that will go on the market on 
Monday 11 May, irrespective of the outcome.

Meanwhile, there has been a small pick-
up in demand for properties worth more 
than £2 million since the start of the year, 
particularly in south-west London. One driver 
is the fact vendors have moderated asking 
prices against the background of political 
uncertainty.

The lettings market continues to benefit 
from a transfer of demand from the sales 
market due to the election, as well as the 
underlying UK economic recovery and the 
fact companies are expanding in London.

Demand remains strong and the number of 
tenancies agreed and commenced in the 
year to March 2015 rose by 34% and 42%, 
respectively. Meanwhile, the number of new 
prospective tenants and viewings rose 30% 
and 26%.

Rental values grew by 0.4% in April, taking 
annual growth 1.75%, the highest rate 
in three years. Gross rental yields were 
largely unchanged at 3.49%, close to their 
12-month average.

April 2015
Prices grew by 0.3% in prime outer 
London in April

Annual growth slowed to 4.5% from 
12.1% last April ahead of the general 
election

Demand for higher-value properties 
edges higher as sellers adjust asking 
prices

Annual rental value growth was 
1.75%, the highest rate in three years

Viewings rose 26% in year to April 2015 
while tenancies commenced rose 42% 

TOM BILL 
Head of London Residential Research 

“There has been a small pick-
up in demand for properties 
worth more than £2 million 
since the start of the year” 
Follow Tom at @TomBill_KF

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

DEMAND FOR HIGHER-VALUE 
PROPERTIES EDGES UP IN PRIME 
OUTER LONDON
General election uncertainty causes sellers to delay though demand has 
risen for £2 million-plus properties since the start of the year, says Tom Bill

RESIDENTIAL RESEARCH

PRIME OUTER
LONDON INDEX

FIGURE 1 
Price growth by area and price band 
(rebased to 100)

FIGURE 2 
The lettings market surge continues 
(Year to March 2015 vs 2014)

Source: Knight Frank Residential Research Source: Knight Frank Residential Research
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UK Residential Market 
Update June 2015

UK housing and  
economic overview
The annual rate of house price growth eased 
again in May, down to 4.6% from 5.2% in 
April according to Nationwide. This compares 
to annual growth of 11.1% seen in May last 
year, as shown in the chart below. 

RESIDENTIAL RESEARCH

UK RESIDENTIAL 
MARKET UPDATE

“ For home buyers with 
a sizeable deposit at 
their disposal, monthly 
mortgage costs have 
never been less expensive, 
but barriers to climbing 
onto the property ladder 
still remain.”
Follow Gráinne at @ggilmorekf

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

GRÁINNE GILMORE 
Head of UK Residential Research

STEADY AS SHE GOES 
The General Election result delivered confidence to the housing market, 
and while activity is rising, price growth remains relatively steady so far. 
The rental market is moving much more quickly, with prime London rents 
climbing at the fastest annual pace since 2011, and average UK rents 
growing at the strongest rate in two years. Gráinne Gilmore examines 
the latest data.

The Nationwide index is based on 
mortgages approved, so is a first indication 
of trends after the results of May’s General 
Election. While average prices rose month-
on-month, there was little sign of a large 
bounce in prices, although it is expected 
that in the months to come, the certainty 
provided by the election result could help 
underpin steady price growth. 

House price growth eases 
Annual change in house prices, UK 

Source: Macrobond 
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Future house price expectations steady 
House Price Sentiment Index, May 2015, UK

Source: Macrobond 
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Key facts June 2015
UK house prices rose by 0.3% in 
May, but annual growth slows to 4.6% 

Prime central London prices rose  
by 0.3% in May, and at an annual rate 
of 2.3%

Prime central London rents climbed 
by 4.2% year-on-year

House Price Sentiment Index eases 
in May, suggesting no immediate 
‘post-election bounce’

The lack of an immediate boost to prices 
being provided by the General Election 
was also signalled in the latest House Price 
Sentiment Index (HPSI), the monthly market 
indicator produced by Knight Frank and 
Markit Economics. This showed that while 
households across the UK expect the future 
value of their home to rise, the election 
result did not prompt a jump in the pace 
at which they expect prices to increase, as 
shown in the previous chart. 

The overall outlook for the UK economy is 
relatively benign in the short to medium-
term. The prospect of interest rate rises still 
seems some time away as inflation hovers 
close to zero. Indeed, for home buyers with 
a sizeable deposit at their disposal, it has 
never been cheaper to service a mortgage, 
with some five-year fixed-rate deals at 
under 2%, and average rates around 3%.

However, these deals are not so plentiful 
for those with smaller deposits. Add to 
this the new mortgage rules which make 
it trickier to get a home loan, as well as 
affordability issues, and it is clear there 
are still obstacles for some buyers trying 
to climb onto the housing ladder, although 
there is also support in the form of 
government interventions such as stamp 
duty reform and Help to Buy. 

POST-ELECTION ANALYSIS PRICE PERFORMANCE  
MAP OF LONDON

THE RESURGENT  
RENTAL MARKET

LONDON 
RESIDENTIAL  
REVIEW
THE GENERAL ELECTION AND  
THE PRIME LONDON MARKET 
SPRING 2015

RESIDENTIAL RESEARCH

London Residential 
Review Spring 2015

After considerable speculation surrounding 
the possible introduction of a ‘mansion tax’, 
the threat disappeared overnight following the 
Conservative Party victory in May’s general 
election. 

The initial expectation from many market 
observers was that the arrival of single party 
majority government would stimulate activity. Early 
evidence is not yet confirming this prognosis. 

The number of new potential buyers registering 
with Knight Frank in May was at its lowest 
monthly level in 2015, as figure 1 shows. 

Meanwhile, the number of inspections of 
potential new properties for sale, a lead indicator 
of supply, was at its highest level this year in May. 

While this pattern follows a broad seasonal 
trend, the absence of any marked reaction to the 
general election in the three final weeks of May 
underlines the presence of an ‘expectation gap’ 
between buyers and sellers in prime central in 
relation to pricing.

Anecdotally buyers appear to be weighing two 
issues that have merited fewer headlines than 
the ‘mansion tax’ but which are likely to gain in 
prominence this year. 

The first is pricing. Despite the uncertain political 
backdrop, prime central London prices grew 
by an exceptional 42% in the five years to June 
2015. 

Annual growth in June slowed to 2% from 8.1% 
a year ago, which reflects a more moderate 
pricing environment and greater sensitivity to 
asking prices on the part of buyers. 

The second consideration is transaction costs 
following an increase in stamp duty in December 
for properties worth more than £1.1 million 
and there is anecdotal evidence that the higher 
rates mean some buyers are currently more 
circumspect about moving. 

These extra costs have historically taken time 
to be absorbed by the market and reflected 
in pricing. It will be telling to see what impact 
higher stamp duty rates have on overall tax 
revenues when government figures are released 
in September.

Prices grew 0.5% in June from a month earlier 
and at the current average rate of increase, 
annual growth will bottom out over the summer 
before a shallow upwards trend emerges later in 
the year.

JUNE 2015
Annual growth slowed to 2% in June from 
8.1% a year earlier 

Annual growth is likely to hit a low this 
summer but remain positive for the year 

Buyers increasingly price sensitive 
after 42% growth in the last five years 

The number of new prospective buyers 
and sellers points to an ‘expectation 
gap’ around pricing

Higher stamp duty rates for £1.1 million-
plus properties has moderated activity 

TOM BILL 
Head of London Residential Research 

“It will be telling to see what 
impact higher stamp duty 
rates have on tax revenues 
when government figures are 
released in September”  
Follow Tom at @TomBill_KF

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

BUYERS DIGEST STAMP DUTY RISE 
AND STRONG PRICE GROWTH IN 
PRIME CENTRAL LONDON
Price sensitivity grows as concerns over the proposed mansion tax are 
replaced by a more sober assessment of increased stamp duty costs, 
says Tom Bill 

RESIDENTIAL RESEARCH

PRIME CENTRAL
LONDON SALES INDEX

FIGURE 1 
No post-election bounce in new demand 
(rebased to 100)

FIGURE 2 
Annual price growth is likely to bottom  
out this year

Source: Knight Frank Residential Research
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