
FIGURE 1 

Prime Home Counties rental change 
Annual and quarterly % change

FIGURE 2 

Nationality of prime Home  
Counties tenants 
As a % of tenancies agreed in Q2 2016

Source: Knight Frank Research Source: Knight Frank Research

Prime rents across the Home Counties 
fell by 0.6% between April and June, 
according to the latest Knight Frank  
rental index for the area. On an annual 
basis, rents were 0.8% lower than a  
year previously.

The slight fall in quarterly and annual 
rental growth has been driven by higher 
stock levels and a desire from landlords to 
remain competitive and keep void periods 
to a minimum in what is increasingly a 
tenant’s market.

Underlying demand for rental property 
remains strong, with the number of new 
prospective tenants registering in the 
second quarter some 6% higher than the 
same period in 2015 and the number of 
viewings up by 12% year-on-year.

The number of new tenancies agreed 
between April and June was almost 
identical to the same period in 2015 and 
28% higher than in 2014.

However, despite robust activity levels, 
agents note that any upwards pressure on 
rents has been countered by rising stock – 
especially at the top end of the market.

In the wake of the EU referendum, there 
is already anecdotal evidence that some 
vendors are deciding to let their property until 
more clarity emerges, and this could further 
weigh on rental values in the medium term.

The market continued to attract international 
tenants in the second quarter. Some 38% of 
new renters across the prime Home Counties 
market were non-UK nationals between April 
and June – in Ascot, Cobham and Esher, 
where corporate tenancies tend to be more 
prevalent this rose to 47%, although some  
of these tenants will already be domiciled in 
the UK.

Individuals from North America were the 
most active movers during this time, with  
the start of the American school term in 
August likely to have been a factor here.

Results for Q2 2016
Rental values across the Home Counties 
fell by 0.6% in the second quarter

The annual change in prime rents 
stands at -0.8%

Rising stock levels have kept a lid on 
rental growth 

International tenants accounted for 38% 
of all tenancies agreed between April 
and June

The number of corporate enquiries  
rose to its highest level all year in 
July, more than double the number 
received in June

OLIVER KNIGHT 
Associate

SUPPLY AND DEMAND RISING 
ACROSS HOME COUNTIES  
RENTAL MARKET
Demand for prime rental property across the Home Counties rose in  
the second quarter of 2016, but higher stock levels have kept a lid on  
rental growth.
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“ There is already anecdotal 
evidence that some vendors 
are deciding to let their 
property until more clarity 
emerges, and this could 
weigh on rental values in the 
medium term.”

Follow Oliver at @oliverknightkf

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

http://www.twitter.com/oliverknightkf
http://www.knightfrankblog.com/global-briefing
https://twitter.com/KFGlobalBrief
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Knight Frank Research Reports are available at KnightFrank.com/Research

HOME COUNTIES LETTINGS INDEX Q2 2016

Global Corporate 
Lettings Review - 2015

GLOBAL
CORPORATE 
LETTINGS REPORT 
ASSESSING PROPERTY MARKET CONDITIONS  
FOR CORPORATE RESIDENTIAL TENANTS 2015

CITY-BY-CITY: TOP AREAS 
FOR CORPORATE TENANTS

CURRENCY IMPACT 
ON PRIME RENTS SCHOOLING: A TOP PRIORITY
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Prime country house prices dipped 
by 0.2% between April and June as 
uncertainty surrounding the outcome of 
the EU Referendum filtered through to  
the market.

On an annual basis, price growth over  
the year to the end of June 2016 eased  
to 1.3%, down from a recent high of 5.2% 
in 2014 (figure 1).

There was a softening in demand in the 
immediate run up to the vote, with potential 
purchasers awaiting the outcome of the 
Referendum. The number of viewings 
conducted in June was 10% lower than the 
same month last year, and there was also 
a dip in new buyer enquiries. However, the 
EU referendum has not been the only factor 
at play in the market.

Higher purchase costs as a result of 
two stamp duty increases in the space 
of 18 months have also had an impact, 
weighing on price growth in some sectors 
of the market, most notably for homes 
valued in excess of £2m.

Average prices for prime country 
properties above £2m fell by 1.1% 

between April and June, taking the 
annual rate of growth to 0.7%. In 
contrast, properties priced at under  
£2m recorded an average rate of growth 
of 0.4% over the quarter, taking the 
average rate of growth to 3.3%.

The strongest markets continue to be 
in prime urban locations, where price 
growth has outperformed that in more 
rural locations. 

All eyes will now turn to the impact of  
the UK’s vote to leave the EU on the 
market. There is likely to be a further 
period of uncertainty as the terms of  
the UK’s exit are worked out and this  
has the potential to affect some parts  
of the market as discretionary buyers 
weigh up the implications. 

However, the primary drivers of this 
market remain unchanged, with schools 
and key transport links remaining a draw 
for town and city markets. Prime prices 
are still 14% below their previous market 
peaks on average and, as such, there 
may be scope for outperformance in the 
short-to-medium term.

PRICE MODERATION CONTINUES 
IN PRIME COUNTRY MARKET
Prices slipped in Q2, the first quarterly decline since late 2012

Key headlines from  
Q2 2016
Prime country house prices fell by 0.2% 
in Q2 2016

On an annual basis price growth was 
1.3%, down from a recent high of 
5.2% in 2014

Uncertainty surrounding the outcome  
of the EU referendum and higher 
stamp duty charges contributed to  
the slowdown

Prices for larger country properties 
prices above £2m fell by -1.1% 
between April and June

FIGURE 1 

Price change 
Annual and quarterly change in prime country 
property values

FIGURE 2 

Multi-speed market 
Quarterly price change by price bracket

Source: Knight Frank Research Source: Knight Frank Research
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“ The strongest markets 
continue to be in prime urban 
locations, where price growth 
has outperformed that in more 
rural locations.”

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 - Q2 2016

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%

Source: Knight Frank Residential Research

Annual rental value growth fell -3% in June, 
continuing a decline experienced in recent 
months that has been driven by higher stock 
levels and uncertainty in financial markets.

Our index data was analysed before the result 
of the EU referendum but the current sense of 
uncertainty following the vote is likely to boost 
rental demand in the short term.

However, any upwards pressure on rents is 
likely to be countered to some extent by rising 
stock levels, which will tick up in line with the 
ongoing uncertainty in the sales market and 
there is early anecdotal evidence that some 
vendors are deciding to let their property until 
more clarity emerges.

However, underlying demand remains strong 
and the number of new prospective tenants 
that registered in June was the highest it has 
been since September 2015 and the number 
of viewings was the third highest on record. 
Meanwhile, the number of new tenancies 
agreed in June 2016 was almost identical to 
the same month in the previous two years.

For investors able to see through the current 
political bout of political uncertainty, there are 
also grounds for longer-term positivity. The 
prime gross yield in June was 3.1%, which is 
markedly in excess of the current record-low 
yield on a ten-year government bond of about 
0.8%, or the so-called risk-free rate.

A mood of indecision  in financial markets 
is also more accentuated than it was before 
the Brexit vote, which will also cause some 
tenants, particularly in financial services, to 
rent for longer.

More broadly, uncertainty over the result of the 
referendum has been replaced by uncertainty 
over the more nuanced question of the 
UK’s relationship with Europe and demand 
will strengthen further as clarity emerges 
surrounding key negotiating positions.

As this process unfolds, it should be 
remembered that no candidate for prime 
minister has indicated any willingness to 
relinquish London’s role as Europe’s leading 
financial centre during negotiations with the 
EU.

JUNE 2016
Rental values declined -3% in June 2016

The number of new prospective tenants 
registered in June was the highest since 
September 2015

The number of viewings in June was the 
third highest on record

The number of new properties coming onto 
the market in the six months to June 2016 
rose 24.3% compared to 2015

The prime gross yield in June was 3.1%

“A mood of indecision in 
financial markets is also 
more accentuated than it 
was before the Brexit vote, 
which will cause some 
tenants, particularly in financial 
services, to rent for longer.”
Follow Tom at @TomBill_KF
 

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

A SHORT-TERM BREXIT BOOST FOR 
SUPPLY AND DEMAND IN PRIME 
CENTRAL LONDON 
A degree of demand has moved from the sales to the rental market but high 
stock levels will keep rental value growth in check, says Tom Bill
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PRIME CENTRAL
LONDON RENTAL INDEX

FIGURE 1 
Rental value growth in prime central London

Source: Knight Frank Research Source: Knight Frank Research

FIGURE 2 
Underlying demand strengthens for  
rental property  
Six months to June 2016 versus 2015

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 Jun 2016
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Executives being relocated by their 
companies for work, both from London 
and internationally, have historically 
formed a large part of demand within  
the Home Counties lettings market.

As such, any rise in economic and 
business uncertainty as a result of the 
vote to leave the EU has the potential 
to weigh on demand for rental property 
as companies take stock of the new 
environment or look to make budget cuts.

However, while our figures show a 
notable slow-down in the number of 
enquiries from relocation agents in the 
immediate run-up to the referendum, the 

PICK UP IN CORPORATE DEMAND
number of enquiries in July was at 
the highest level all year, suggesting 
a degree of pent-up demand in spite of 
the UK’s vote to leave the EU.

Corporate enquiries were more than 
double the level in June and 19% 
higher than in February, the second 
busiest month of the year to date.

The prime rental market in the Home 
Counties tends to be very seasonal 
and the three months leading up 
to September are often among the 
busiest of the year as tenants look to 
complete moves before the new US 
and UK school terms start.

Average prices across prime central London 
fell in June by -0.2%, the weakest monthly 
result since November 2014. June’s result 
pushed annual price growth to -0.6%.

The index data for June largely covers the 
period leading up to the UK’s EU referendum. 
Weaker price growth, together with rising 
economic and market uncertainty surrounding 
the European vote, has prompted vendors 
to reduce asking prices over recent months. 
This more realistic approach has resulted 
in an uptick in activity – most notably in the 
immediate aftermath of the referendum result. 

Following the referendum, in final week of 
June, the number of transactions across prime 
London was 38% higher than the prior week 
and 29% higher than the final week of May. 
This positive story has been widely reported, 
but what has often been missed is the 

weakness of sales prior to the vote, which 
has flattered more recent sales data. 

While the reduction in asking prices has 
boosted recent activity, it would be wrong to 
ignore market risks. An initial reading of post-
referendum data on new-buyer registrations 
and viewings reveals both have slipped 
back slightly compared to the same period 
a month ago – although it is still very early to 
draw firm conclusions. 

Looking ahead, political uncertainty in the UK 
will undoubtedly weigh on sentiment, and 
will be likely to last until at least the heads of 
terms of the new relationship between the 
UK and the EU are agreed. A reduction in 
political risk, should allow mitigating factors 
to kick in and support the London market. 

A cut in the UK base rate, while unlikely to 
fully translate into lower mortgage rates, 

JUNE 2016
Prices fell -0.6% in the year to June 2016

The prime central London yield was 
3.1% in June, compared to 0.8% on a 
ten-year government bond

The number of transactions in the week 
after the Brexit vote were 29% higher 
than the same week in May

The number of new prospective buyers 
between £5 million and £10 million rose 
8% in the year to June

Prices in the sub £1 million price 
bracket rose 0.4% in the  3 months to 
June

“Political uncertainty in the 
UK will undoubtedly weigh on 
sentiment, and will be likely to 
last until at least the heads of 
terms of the new relationship 
between the UK and the EU 
are agreed.”  
Follow Tom at @TomBill_KF

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

SALES VOLUMES RISE IN WAKE 
OF BREXIT VOTE, BUT PRICES 
CONTINUE TO WEAKEN
A strong week for sales, following the vote in favour of Brexit, tells  
us more about the pre-referendum market than about future trading 
conditions, argues Tom Bill.
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FIGURE 1 
Price growth changes in prime central London

Source: Knight Frank Research Source: Knight Frank Research

FIGURE 2 
Viewings increase in prime central London 
(Rolling three-month average, rebased to 100)

TOM BILL 
Head of London  
Residential Research
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Prime Central London 
Sales Index - Jun 2016
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