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This publication
This document was published in September 2013. The data used in the charts and tables is the 
latest available at the time of going to press. Sources are included for all the charts. We have used a 
standard set of notes and abbreviations throughout the document.

Glossary of terms
n Mainstream: mainstream property refers to the bulk of the UK housing market with, for example, 
price movements monitored by reference to national and regional average values.
n Prime: the prime market consists of the most desirable and aspirational property by reference  
to location, standards of accommodation, aesthetics and value. Typically it comprises properties in  
the top five per cent of the market by house price.

Abbreviations are:
n Peak: refers to the first half of 2007
n PCL: prime central London 
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With the wealthiest homeowners competing for 
space, a lack of housing supply means the size of 
London’s prime market is constantly expanding 

Foreword
THe exPansion of PriMe

L 
ondon is seen as one 
of the premier world 
cities in which to both 
live and invest. London’s 
economy has been put 

at nearly a third the size of that of 
the whole of the UK. 

Its global reach feeds the strong 
economy. Like other global cities, 
London attracts capital from around 
the world, which is invested in its 
businesses and enterprises. Some of 
this capital is human capital; 36% of 
Londoners were born overseas and, in 
four boroughs, the figure is over 50%.  
   The demand catchment for London 
housing is therefore global and the 
appetite for investment remains strong. 
So it is not surprising, because London 
is physically limited in size and by 
very low levels of new supply, that real 
house prices have risen much faster 
in Greater London, averaging 3.6% 
above inflation each year since 1979, 
compared to the UK average of 2.9%.

More striking than this though is the 
performance of prime central London 
house prices, which have risen above 
the rate of inflation by an average of 
4.9% per annum. This performance 
makes London a honeypot for wealthy 
real estate buyers but many of these 
buyers also live and work in London. 

It would seem that London’s housing 
market is inextricably tied with its 
economic success but it has been 
failing for some time to increase supply 
at a sufficient rate to curb price growth. 

This lack of housing supply is 
playing out most visibly in London’s 
prime housing markets where the 
wealthiest homeowners can compete 
most effectively for space. This has 
the geographical impact of enlarging 
the area we call prime London – on an 
almost annual basis. 

The prime market that was confined 
to little more than Belgravia in the 
1950s, now covers a swathe of the 

best properties from Richmond in the 
south west to Islington in the north 
east, from Chiswick in the west to 
Canary Wharf in the east.

new, novel or next door
If you want to spot where the next 
prime areas are likely to be, look for 
places that are ‘Novel, New or Next 
Door’ or a combination of all three.  
By ‘Novel’, we mean newly fashionable 
areas, usually pioneered by the 
‘creative classes’ of various types 
(artists, tech entrepreneurs, even 
financial creatives). Good examples  
at present are Shoreditch, Dalston  
and Brixton.

‘New’ is areas experiencing 
regeneration. Locations surrounding 
good large development schemes 
usually see value uplift – provided the 
nature of the location changes as a 
result. Good examples are the Kings 
Cross development or infrastructure 
improvements like the East London 
line. ‘Next door’ means locations 
with much lower prices than their 
neighbouring area, which have a 
greater propensity to rise than those in 
an homogenous price band. 

Good examples of this can be 
seen down the Kings Road as value 
migrated from Sloane Square in the 
1900s, Chelsea SW3 in the 1960s, 
Chelsea SW10 in the 1980s, Parsons 
Green in the 1990s and Fulham in  
the Noughties.

This report focuses on what has 
happened in these new and old prime 
markets of inner London, what forces 
are driving them and where they might 
move in future.  n

Yolande Barnes
World Residential
020 7409 8899
ybarnes@savills.com

Twitter: @Yolande_Barnes 

Executive summary
The key findings in this issue

n Historically, the price of prime central London 
stock has risen substantially in the first half of a 
housing market cycle, before a period of catch  
up by the rest of the country. However, in the last 
two complete housing cycles, the overall gap has 
continued to widen. See pages 4/5

n Looking forward, the performance of the outer 
prime markets will be dictated by the creation of 
new wealth from the London economy and the 
flows of wealth between prime markets.  
See pages 8/9

n The strong inflows and weak outflows of wealth 
into the prime London markets have delivered 
significant value growth in the core prime London 
market but have also resulted in a geographical 
expansion of what is now considered to be prime. 
See pages 10/11

n The London new build sales market has rocketed 
since the downturn. There were around 7,600 sales 
in the year to June 2010, and over the last three 
years that annual figure has increased to over 
16,000. See pages 12/13

n Residential investment in prime London remains 
much more about the underlying asset value, its 
potential for growth and the security which it offers 
as a store of wealth. See page 14
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Prime central London
PeRfoRMing on  
the gLobaL stage

i 
n the past eight years,  
the average value of prime  
central London (PCL) 
residential property has more 
than doubled, increasing by 

some 116%, 66% above the rate of 
RPi inflation. in a historical context 
this has been an unprecedented 
period of outperformance compared 
to the UK housing market, which 
has fallen -19.3% in real terms over 
the same timescale. 

Historically, the price of PCL stock 
has risen substantially in the first half 
of a housing market cycle, before 
a period of catch up by the rest of 
the country. However, in the last two 
complete housing cycles, the overall 
gap has widened. 

Since the start of our index in 1979 
to the middle of 2005, the trend rate 
of real house price growth in central 
London was 4.4% per year, much 
more than the 2.3% seen across the 
UK as a whole. Since mid-2005, that 
rate of growth in PCL has increased to 
6.8% and the gap has widened further.

Different drivers
This outperformance reflects the fact 
that PCL is driven by different factors 
compared to the mainstream UK 
market. UK mainstream residential 
has been largely dependent on the 

domestic economy, the supply of 
mortgage credit and the affordability 
constraints of UK households. In 
contrast, PCL demand is driven by 
global wealth, attracted to a political 
and economic safe haven, which is 
culturally diverse but also has a strong 
investment track record.

These attributes have been 
heightened over the past eight years, 
during which time global wealth, 
particularly from emerging economies, 
has grown significantly. 

This has been supplemented 
by domestic wealth generated by 
London’s business, including the 
financial services sector – the banking 
system prior to the credit crunch 
and hedge funds, private offices and 
sovereign wealth funds thereafter.

Limited competition
The PCL residential market has few 
real competitors. Other prime markets 
in the UK have very different attributes, 
not least the nature of their housing 
stock. The closest comparison in 
terms of value and the ability to attract 
international wealth are the private 
estates in the Home Counties – St. 
George’s Hill and Wentworth Estate 
being the best examples.

There are few global cities with the 
same security of title and transparent 
and open real estate markets. New 
York is the nearest comparable, 
though for various reasons it does not 
have anything like the broad range 
of international demand. Among the 
capital cities of Europe, Paris has the 
next largest prime residential market, 
albeit that it is smaller in scale and has 
recently fallen foul of wealth taxes, but 
these pale in comparison to stamp 
duty and other measures introduced in 
Hong Kong and Singapore.

We expect demand for property to 
be underpinned by future growth in the 
number of domestic and international 
ultra high net worth individuals. Against 
the context of an inelastic supply of 
property, this indicates the continued 
long-term outperformance of the wider 
UK market.

What are the risks?
In the past 12 to 18 months, some of 
the major short-term risks to London’s 
performance have receded, most 
notably fear of a full-blown break up  
of the Eurozone. 
   Others remain, including the 
possibility of further taxation of high 
value property, coming on top of 
increases in the rate of stamp duty and 

Property in prime central London 
is a global asset, whose value is 
closely aligned to international 
factors, and not domestic ones 

Words by Lucian Cook 
twitter: @LucianCook

Source: Savills Research
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nationwide UK and savills PCL real capital value indices
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*Assuming no further changes to the taxation of high value property 
Source: Savills Research 

Prime markets Five-year forecast values
TAbLE 1.1
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Source: Savills Research

GRAPH 1.2 

Performance in different tiers of prime central London
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Variation across the market
Different parts of the PCL market  
have performed very differently since mid-
2005. At the extreme, the best performing 
properties (top 10%) have seen values 
nearly triple, rising by 190%, whilst the 
worst performing (bottom 10%) have seen 
growth of a relatively modest 63%. 

Across the remaining four fifths of the 
sample value growth has varied between 
148% and 82%, indicating the broad 
range of performance that is a function  
of both location and property type. 

by far the strongest growth has been  
seen in the core areas of Knightsbridge, 
Mayfair, belgravia and Chelsea, which 
have the highest concentration of best 
performing properties, particularly larger 
dwellings that service the internationally 
dominated ultra prime market.

As a consequence, the gap between 
the top and the bottom performers has 
widened. The best performing properties 
average £2,880 per sq ft, nearly twice  
the price of the worst performing,  

where the current average value stands  
at £1,470 per sq ft.

This divergence in values particularly 
reflects outperformance in the period  
from 2005 to 2007. Though less 
pronounced this has continued in  
the period post-downturn in a market  
that has continued to differentiate 
between the most and least fashionable 
addresses and where a premium has  
also developed for scale.

total growth 05-13 Price per sq ft

190% £2,880

148% £2,450

134% £2,050

123% £1,950

117% £1,930

109% £1,790

101% £1,940

93% £1,740

82% £1,800

63% £1,470

the introduction of annual charges held 
through corporate or similar structures 
that have tempered price growth over 
the past year. The continued purchase 
of London property by overseas 
buyers has become a political issue, 
even though as many as 95% of 
them live and work in London or have 
business in the UK. It is one which is 
likely to result in uncertainty in the run 
up to the next general election, at a 
time when, conversely, the mainstream 
housing market will be receiving a 
boost through government stimuli.

The outcome of the election will 
determine whether high value property 
taxes are more likely to be introduced, 
which may be the difference between 
a bounce in values or a modest fall 
and slower return to previous levels of 
growth. Ultimately, this long-term level 
of growth in the residential property 
market will be underpinned by the 
wider demand/supply dynamic.  n

Divergence since 
the downturn 
has continued 
but not quite to 
the same extent
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London’s market profile
PRiMe BUYeRS 2012-13

Hampstead

St. John’s Wood

Islington

Wapping

Battersea

Clapham

Putney

Wandsworth

Wimbledon

Richmond

Chiswick

Barnes
Fulham

Notting Hill

Kensington

Chelsea

Knightsbridge
Belgravia

Marylebone

Mayfair

Prime South West London

UK Buyers 71%

Financial buyers 40%

Main homes 82%

2nd Homes 7%

investors 9%

Prime Central London

UK Buyers 45%

Financial buyers 32%

Main homes 42%

2nd Homes 31%

investors 20%

Prime North West London

UK Buyers 51%

Financial buyers 42%

Main homes 71%

2nd Homes 12%

investors 10% 
Price 

Growth 05-13

74%

Price 
Growth 05-13

116%

Price 
Growth 05-13

87%



savills.co.uk/research  07  

Autumn 2013

Division of prime London by neighbourhood

How do the neighbourhoods measure up?

Source: Savills Research

Source: Savills Research

Prime Central London

 
June 05-June 13

(8 years)
Sep 07-June 13

(Since peak)
£ per sq ft

Mayfair 139% 42% £2,140

Knightsbridge 133% 45% £2,390

Belgravia 128% 30% £2,260

Chelsea 128% 33% £2,020

Marylebone 119% 22% £1,340

Notting Hill / 
Holland Park

108% 19% £1,680

Kensington 97% 23% £1,810

South Kensington 89% 21% £1,700

Wapping

Canary 
Wharf

Prime east of City

UK Buyers 48%

Financial buyers 47%

Main homes 66%

2nd Homes 9%

investors 25%

Prime North London

UK Buyers 74%

Financial buyers 38%

Main homes 89%

2nd Homes 4%

investors 5%
Price 

Growth 05-13

78%

Price 
Growth 05-13

38%
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Outer prime markets
LOOKING BeyONd 
the CORe

t 
he extent of what 
qualifies as the prime 
London market has 
grown over time. Back in 
1979 – the start point of 

our prime indices – it was confined 
to core central London locations. 
however, since then, prime London 
has grown organically along wealth 
corridors that run to the south west 
and north and which have extended 
eastwards along the banks of the 
thames, propelled by regeneration.

This leaves us with a core market 
where demand has been driven 
by inward investment in to a truly 
international global city market and 
a series of affluent, largely domestic, 
suburbs where values have been driven 
by the wealth generated from the 
London economy itself.

Wealth corridor  
The prime London markets beyond 
central London are characterised by 
high levels of employment in financial 
and insurance and professional, 
scientific and technological industries. 
The wealth generated from these 
sectors pervades into both the prime 
and mainstream tiers of these outer 
prime locations. The total £190 billion 

of housing stock in the four main outer 
prime boroughs, which run down the 
‘south west wealth corridor’, matches 
that of Westminster and Kensington 
and Chelsea and is more than the value 
of Wales in its entirety.

These prime markets have struggled 
to match the stellar growth of PCL in 
the past eight years, though all have 
outperformed the mainstream market 
of London as a whole. Indeed, the 
markets of prime south west and north 
west London have delivered growth 
between two and a half and three times 
the average for the capital.

Only Fulham has been able to match 
the price growth of central London, 
reflecting the fact that, more than any 
other area beyond the core, it has 
become more international in nature. 
While it has not seen anything like 
the same injection of overseas equity 
as the submarkets of prime central 
London, it has attracted demand from 
wealthy buyers from Europe and the 
Commonwealth countries in particular 
seeking family homes in London. 

drivers of price growth
These markets have been driven by a 
migration of wealth from higher value to 
lower value properties and from core to 
periphery referred to as the champagne 
tower effect. 

New equity has also been pumped 
into the markets from bonus money 
over a number of years, though latterly 
less from the corporate banking and 
now more from a wide variety of 
financial and other enterprises. We 
estimate that, over the past 10 years, 
£9 billion of bonus money has been 
injected into the housing markets of 10 
boroughs beyond central London, from 

The performance of London’s 
outer prime markets continues to 
be heavily influenced by the flow of 
wealth from the capital’s central core 

Words by Sophie Chick 
twitter: @SophieChick

gRaPh 2.1

Comparing the prime London markets
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2013 2014 2015 2016 2017 5yrs to  
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Outer 
Prime 
London*

7.0% 3.5% -0.5% 7.0% 7.0% 26.2%

*assuming no further changes to the taxation of high value property 
Source: Savills Research

Prime markets Five-year forecast values
TabLE 2.1



savills.co.uk/research  09

autumn 2013

Camden to barnet and Wandsworth  
to Richmond upon Thames.

Since the 2008 downturn, there 
has been a significant recycling of 
existing property wealth from those 
delaying a decision move into the 
prime commuter zone and beyond. 
Evidence suggests that upsizers have 
been prepared to reallocate more of 
their existing wealth to long-term family 
homes in the prime inner suburbs 
rather than moving out of London.

Without these affluent family  
buyers, the prime east of City markets 
have performed much less strongly.  
as a consequence, average price 
growth has been more in line with  
the average for greater London as 
a whole. Interestingly, the converted 
warehouses around Wapping have 
outperformed the new build towers  
of Canary Wharf. For investors this 
under performance has been partly 
offset by higher income yields.

What next?
Looking forward, the strength of outer 
prime markets will be dictated by 
the creation of new wealth from the 
London economy and the flows of 
wealth between prime markets. 

generally, over the next five 
years, London and the south east 
are expected to lead the economic 
recovery. In London, the economic 
growth from the all-important financial 
and insurance sector is likely to be on 
a par with the average for the capital. 
The highest economic growth is 
forecast from the professional scientific 
and technical and information and 
communication sectors. 

These sectors will, like financial 
services before them, also attract 
international investment and human 
capital which is expected to be 
reflected in overseas demand for 
housing. This is likely to widen 
the profile of buyers and support 
underlying housing demand for prime 
property beyond central London.

an increased proportion of prime 
demand is likely to be focused on the 
commuter zone given the gap between 
pricing in these markets and prime 
domestic London.

So we expect to see a continued 
displacement of wealth from the PCL 
markets into other parts of prime 
London and beyond. The markets 
in closest proximity to PCL will see 
continued overseas buying activity, 
mainly from full time residents in the 
capital. This means the PCL and other 
prime markets will remain linked.  n

gRaPh 2.2

Second hand stock value per sq ft (2012-13)

Source: Savills Research

All prime but not equal
Measuring price per square foot

Over the past 10 years buyers have become 
much more conscious of values per square 
foot. however, our analysis of second 
hand sales over 2012 and 2013 indicates 
that these can vary dramatically, meaning 
averages only tell part of the picture (see 
graph 2.2 below).

The high (75th percentile) and low (25th 
percentile) figures typically can be 20% 
above and below the average – resulting in 
a range of between £510 and £850 per sq ft 

in an area such as south west London.  
In PCL the difference between a high  
and very high figure is almost 40%, with  
the 90th percentile of second hand stock 
achieving a value of £3,000 per sq ft.

Whilst there is much less of an identifiable 
ultra prime market beyond central London, 
the top 10% of the market in an area such 
as Islington still exceeds £1,000 per sq ft 
(ignoring any new build premium), 35% 
above the average.
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WheRe Next?
the exPaNsioN of PRiMe LoNdoN

Expansion of prime central 
London into North Kensington 
and north of Hyde Park

Strong value growth in 
Brondesbury Park, Fortune 
Green and Highgate

Infill between Regent’s 
Park / St Johns Wood 
and Hampstead

Increased international buying in 
Fulham, regeneration led gains 
around Earls Court and value growth 
through Hammersmith (including 
Ravenscourt Park and Brook Green)

Hendon

WiMBLedoN

CeNtRaL LoNdoN
eaLiNG

haMPstead

dULWiCh

Strong value growth in the 
prime Wimbledon markets 
reflected in Wimbledon 
Hillside and Coombe Hill

Strong value growth in 
Twickenham Riverside and in 
the lower value market of Syon

White City
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t 
he strong inflows and 
weak outflows of wealth 
in the prime London 
markets have delivered 
strong value growth in 

the core parts of central London but 
have also resulted in an expansion of 
what is now considered to be prime 
property. on this map, we show the 
impact on the geography of prime. 

Areas shaded green show wards 
where the average sale price recorded 
by the Land Registry exceeds  
£1 million, while elsewhere the depth of 
shade illustrates relative values. Areas 
shown coloured light and dark pink are 
fast growing locations where average 
sale prices in 2013 were below  
£1 million but where values are now 
more than 30% higher than their pre-
crunch levels.

This demonstrates an organic 
expansion of the prime markets, 
usually on the fringes of prime London. 
The catalyst for this ‘priming’ is often 
new regenerating development and 
infrastructure improvements that, by 
pulling wealth into an area, increase  
its diversity and desirability, which 
in turn attracts more high net worth 
buyers. This is typified by areas to the 
north of Hyde Park and towards the 
east of the City.

Some prime markets such as 
Islington and Fulham have matured and 
evolved as prime locations over this 
period. Others, such as areas around 
Victoria and Earls Court have seen or 
are set for more significant regeneration 
and likely ‘priming’ as a result.

The map also shows the expansion 
of upper mainstream markets in the 
lighter pink shades. A good example 
of this are the rising values eastwards 
into the borough of Hackney, which 
has become increasingly fashionable 
among young, affluent households.  n

“The catalyst for this ‘priming’ 
is often new regenerating 
development and infrastructure 
improvements that increase 
its diversity and desirability”  
Lucian Cook, Savills Research

Maturing prime market of Islington 
accompanied by gentrification around 
Hackney Marshes and Shoreditch 
(Hoxton, Haggerston & Spitalfields)

Expansion of prime 
central London 
into Bloomsbury, 
Holborn & Covent 
Garden and the City

Development led value 
growth on South Bank

Value uplift resulting from 
regeneration around Victoria

stRatfoRd

BRoMLeY

London wards by price bracket

Areas shaded pink are those wards 
with an average value below £1 million 
that have seen a 30%+ increase in the 
average sale price since 2007

n £700-£1m

n £500k - £700k

n £400k - £500k

n £335k - £400k

n Below £350k

n £700-£1m

n £500k - £700k

n £400k - £500k

n £335k - £400k

n Below £350k

n over £1m
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Prime new build
deveLoPeRs bReak 
new gRound

T 
he London new build 
sales market has 
rocketed since the 
downturn. There were 
around 7,600 sales in 

the year to June 2010, and over the 
last three years that annual figure 
has increased to over 16,000.

The majority of these homes are 
in inner London boroughs where the 
strength of the markets has given 
comfort to developers, in particular in 
the more prime locations, where they 
are taking advantage of a seemingly 
foolproof market.

In prime central London this strong 
demand has increased the capacity 
for new supply. Bank debt requires 
significant forward funding and 
developers have been able to achieve 
this through securing sales off-plan. 

Higher levels of development 
have meant that the size of the 
prime markets has grown; what was 
considered prime five years ago  
is now considered super prime. In 
terms of new build, we now refer to 

the prime market (over £1,000/sq 
ft), and the super prime market (over 
£2,000/sq ft).

New build property is pushing 
the boundaries of these prime 
London markets into new locations. 
For example, in the last two years, 
sales in developments such as The 
Lancasters have opened up markets 
in Bayswater to a new buyer profile. 
Similarly, there has been an expansion 
of the eastern boundary of the super 
prime market, as Midtown and South 
Bank have been experiencing super 
prime sales of larger units.

Super prime London property is a 
discretionary purchase and buyers 
will often not surface until the right 
property becomes available. This 
might be the traditional elegant home 
in one of the best addresses, such as 
Eaton Square, or a brand new luxury 
apartment with hotel style facilities. 

development pipeline
Though the supply of prime new 
build stock is currently limited, there 
is a large pipeline of units due to be 
delivered into the markets in the next 
five years. 

Our analysis suggests that future 
supply now exceeds the previous 
peak delivery, meaning that the 
pipeline of prime schemes across 
London is entering uncharted territory. 

New developments in prime 
markets are selling well, with evidence 
showing schemes selling out up to 
two years off-plan, achieved through  

As future supply exceeds previous 
peak delivery, the development 
pipeline of prime schemes across 
London enters uncharted territory 

words by katy warrick 
Twitter: @katywarrick

“New developments in  
prime markets are selling 
well, with evidence showing 
schemes selling out up to  
two years off-plan”  
Katy Warrick, Savills Research

TABLE 3.1

Market segments Example areas

Source: Savills Research

value example areas

Lower Prime
£1,000 - £1,500/

sq ft

south west Riverside, 

Fulham, City fringe, 

Midtown

upper Prime
£1,500 - £2,000/

sq ft

south bank, Fitzrovia, 

victoria

super Prime £2,000+/sq ft

Mostly constrained to 

core central areas of 

knightsbridge, belgravia, 

Mayfair, kensington and 

Chelsea

gRApH 3.1

Future supply (2013-17) vs previous delivery (2008-12)
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a combination of overseas and  
UK based launches. 

The size of the super prime  
market is much larger than it was 
pre-2007, and the new build market 
has been increasing its share of 
this market, meeting demand from 
an expanding pool of ultra high net 
worth individuals.

Looking forward
While entering uncharted territory  
is unnerving for some developers, 
others take comfort that sentiment 
in the prime market is still positive; 
current evidence from both UK  
and overseas sales in the first half of 
this year indicates that the market 
remains strong and schemes are still 
selling well. 

The need to keep an eye on what is 
transacting in relation to specification, 
location and target market is 
becoming ever more evident in order 
to optimise development return and 
control risk.

The extent of market capacity will 
ultimately be dictated by the quantity, 
quality and location of the stock 
brought to market and the perception 
of London as a store of wealth relative 
to other global locations over the next 
five years. n

gRApH 3.2

nationality of new build buyers Over £1,000/sq ft, 2011-13

Source: Savills Research

overseas investors play a vital role
Buyers of prime new build property are mostly 
international, and where they come from is 
largely a function of where these schemes 
have been marketed. As such, purchasers 
from China and pacific Asia are dominant 
within the new build central London market. 

However, purchasers of exclusive super prime 
property are often from Russia or the Middle 
East. The majority of overseas buyers of new 
build property in prime London are investors, 
therefore it is important to look at the prime 
rental market to understand market capacity. 

n China and Pacific asia
n uk
n  north africa and the Middle east
n  eastern europe and The CIs
n  western europe including nordic 

countries
n south asian sub-continent
n africa
n north america
n Latin america

TABLE 3.2

average value of new and second hand flats 
over £5 million

Source: Savills Research

Premium for scale
When a new scheme comes to 
market one of the key advantages 
is the ability for units to be tailored 
towards the needs of high net 
worth overseas buyers, especially 
those buying early in the stage of 
construction. 

In particular, we have seen an 
increase in the number of big 
budget purchasers in super prime 
locations wishing to combine 

multiple units to create one large 
property, typically over 10,000 
square feet on the higher floors 
that take advantage of views. This 
reflects limited opportunities to 
acquire comparable stock in the 
second hand market.

In 2012, only around 40 second 
hand properties over 7,000 square 
feet became available to a market 
that has seen strong value growth.

Flats sold over £5 million (2010-2013) £/sq ft

sq ft band new second Hand

1,000 - 4,000 £3,300/sq ft £2,670/sq ft

4,000 - 7,000 £4,110/sq ft £2,400/sq ft

7,000+ £6,460 /sq ft £2,320/sq ft

grand total £3,580/sq ft £2,610/sq ft



Spotlight | Prime London Residential Market

14

Rental market
a store of wealth

t 
he performance of 
the prime london 
residential markets 
shows strong parallels 
with commercial 

property in the west end, albeit 
characterised by much greater 
capital than rental growth. 

As a consequence, both residential 
and commercial sectors have seen 
yields fall in an environment where 
investors have been prepared to 
accept lower income returns for ‘safe 
haven’ property investments in the 
prime areas of London and where they 
consider that the fundamentals are 
strong and bode well for the long-term.

In the residential markets of PCL, the 
average gross income yield has fallen 
from 6.3% in 2005 to 3.1% in 2013. 
Though investor demand is a much 
smaller proportion of total demand 
for prime London residential than for 
retail property, it nonetheless stands 
at something of a high. Over 20% of 
purchases in PCL residential are for 
letting purposes, a figure that rises to 
25% in the prime east of City markets.

Though not the primary driver, 
yield is not entirely irrelevant to these 
buyers. Typically they buy stock 
which is 25% smaller and 31% less 
expensive than the average to tap 
into slightly higher yields, with the 
higher income attributes of east of 
City stock being particularly attractive 
to Asian buyers.

Underlying asset value
But in central London in particular, 
residential investment remains much 
more about the underlying asset 
value, its potential for growth and  
the security which it offers as a store 

Investor demand for rental property 
is on the increase, with one in eight 
purchases across prime London 
earmarked for lettings

of wealth. Against this context, 
location is critical, particularly to 
overseas investors from Europe  
and the Middle East.

For residential tenants, location  
is more interchangeable, which is  
one reason why recent rental growth 
has been lacklustre. 

Of course, the same cannot be 
said for office and retail tenants of  
the West End where stock 
constraints, particularly Grade 
A in the case of offices, is more 
pronounced – perhaps explaining 
why since 2011 indices for rents 
across the commercial and residential  
asset classes have diverged. 

In the prime residential rental 
markets, family tenants with lower 
corporate budgets have been moving 
to less expensive parts of prime 
London or to new build units in 
emerging areas. This has suppressed 
residential rental growth particularly  
in core PCL.

As we look forward, the bedrock 
of residential demand from those 
employed in the financial and 
insurance services sector is likely to 
be constrained by the employment 
growth prospects in this sector. 
Growing numbers of employees 
from technological, media, 
communications and professional 
services are likely to take a greater 
share of the rental market. This will 
require landlords to be competitive 
both in terms of the stock that they 
offer to the market and the rental 
levels they seek in the short-term.  nSource: Savills Research, IPD

GRAPh 4.1 

rental growth across different london assets
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Very strong growth  
and falls in office rents 
pre and post recession

Post 2009, all assets 
saw the similar levels 
of rental growth

since 2011 there has been  
a divergence in performance 
with residential rents flat lining
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The Savills UK Research team was 
founded in the 1980s and currently 
operates in every area of real estate. We 
work with many clients providing them 
with bespoke research to meet their 
exact requirements. Our clients come 
from all segments of the public and 
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real estate projects and which have 
also actively help to inform policy  
and shape strategies. n

For more information, visit savills.co.uk/research

savills plc
Savills is a leading global real estate service provider listed on the 
London Stock Exchange. The company established in 1855, has a 
rich heritage with unrivalled growth. It is a company that leads rather 
than follows, and now has over 200 offices and associates throughout 
the Americas, Europe, Asia Pacific, Africa and the Middle East.

This report is for general informative purposes only. It may not be 
published, reproduced or quoted in part or in whole, nor may it be 
used as a basis for any contract, prospectus, agreement or other 
document without prior consent. Whilst every effort has been made 
to ensure its accuracy, Savills accepts no liability whatsoever for any 
direct or consequential loss arising from its use. The content is strictly 
copyright and reproduction of the whole or part of it in any form is 
prohibited without written permission from Savills Research.

Savills Research

Yolande Barnes
World Residential
020 7409 8899
ybarnes@savills.com 
Twitter: @Yolande_Barnes

sophie Chick
UK Residential
020 7016 3786
schick@savills.com

lucian Cook
UK Residential
020 7016 3837
lcook@savills.com 
Twitter: @LucianCook

Katy warrick
London Development
020 7016 3884
kwarrick@savills.com 

Jonathan hewlett
head of London Region
020 7824 9018
jhewlett@savills.com

ed lewis
Development Sales
020 7409 9997
elewis@savills.com

Dominic Grace
head of London 
Residential Development
020 7409 9996
dgrace@savills.com

Jane Ingram
head of Lettings 
020 7824 9048 
jingram@savills.com

London Residential

Please contact us for more information 



savills.co.uk

33 Margaret Street
London W1G 0JD
020 7499 8644


	P01_PCL
	P02-3_PCL
	P04-5_PLC
	P06-7_PCL
	P08-9_PLC
	P10-11_PLC
	P12-13_PLC
	P14-15_PLC
	P16_PLC

