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Price growth
Price growth in Prime East of City 
has started to slow in the most 
recent quarter and currently remains 
-6% off peak; our indices show that 
growth slowed to just 0.4% during 
Q2 2011, following 1.8% growth in 
the previous quarter. 

The presence of investors, buoyed 
by evidence of rental growth, has 
contributed to the recovery of 
values; however for owner occupiers 
the market remains affected by a 
constrained mortgage market as even 
high earning young executives face 
challenges in securing earnings based 
mortgage finance.

Employment centre 
Canary Wharf is a strong employment 
centre, and as such, it generates 
demand and impacts heavily on 
capital and rental growth in the area. 

A negative impact of this was 
manifested by falling capital and  
rental values at the time of the 
collapse of Lehman Brothers in 2008, 
but the past year in particular has 
seen office occupiers return to the 
area, and JP Morgan are expecting to 
move into the old Lehman office  
in Canary Wharf next year. 

The much needed expansion 
in financial and business sector 
employment is dependent upon 
development and availability in the 
commercial property market. 

In the City a number of large 
office towers have started on site, 
increasing the development activity 
and employment opportunity,  

which is likely to bode well for  
both the City and Docklands 
residential market.

Three significant commercial towers; 
The Pinnacle/Bishopsgate Tower 
(64 storeys), 20 Fenchurch Street/
Walkie Talkie Tower (36 storeys) and 
the Cheese Grater Tower (48 storeys), 
are now all under construction and 
estimated to complete in 2014. 

Limited residential 
By contrast, there has been little 
residential development activity in 
this area over the past two years. 
This has led to demand soaking  
up the existing new build supply 
and there is now little unsold new 
build stock. 

According to recent data compiled 
by Molior (July 2011), Pan Peninsula 
and The Landmark are both bringing 
marketing to a close, having sold a 
combined number of 1,383 private 
units over the past few years, and 
Baltimore Wharf has sold almost  
half of its 816 private units (the final 
block – The Tower – is yet to begin 
and will provide 344 of the 816 units 
once complete). 

The pipeline of developments in 
Canary Wharf is slim by historic 
standards; only one additional 
development (totaling 66 private units) 
is under construction and about to be 
brought to the market. 

Rental values
Rental demand in London’s Prime East 
of City market predominantly consists 
of employees from the financial and 
business services sector (FBS). 

With development activity and employment opportunities starting to return,  
the Prime East of City market continues to be robust with rents remaining solid

■ Prime East of City market showed 0.4% 
growth in Q2 2011; whilst this is down from 1.8% 
in the previous quarter, annual growth of 3.2% 
demonstrates that Prime East of City is currently 
outperforming the Greater London mainstream 
market (2.2%). 

■ Employment in the City and Canary Wharf is 
looking promising as a number of previously stalled 
office developments have now restarted on site. 
Rental growth is closely linked to employment in the 
financial and business services sector; our latest 
indices show annual rental growth of 11.6%.

■ A lack of new build supply and increasing demand 
look set to stay which will continue to drive both 
rental and capital growth.
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■ We expect Prime East of City to marginally 
outperform the London Mainstream markets  
over the next five year period in terms of capital 
growth, and for rental value growth to exceed the 
London Mainstream and, to a lesser degree, 
Prime Central London. 

■ Our short term capital growth forecasts for Prime 
Central London have recently been revised upwards. 
having seen higher growth than expected in the first 
half of 2011, we now estimate there will be an overall 
increase of 8% at the end of the year. 

■ The forecasts for the mainstream London markets 
remain unchanged; however Prime East of City has 
also been updated, although the five year forecast 
has not changed. We now expect to see a capital 
value increase of 3.5% by the end of the year, having 
already achieved 2.3% in the first half of 2011. The 
rental forecasts remain unchanged, and Prime East  
of City achieved 6.4% growth in h1 2011. 
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London mainstream -1.0% 6.0% 8.0% 7.5% 6.0% 29.1%

Prime East of City 3.5% 6.0% 6.25% 6.0% 6.25% 31.0%

London mainstream 9.0% 7.0% 6.0% 5.0% 5.0% 36.3%

Prime East of City 10.0% 7.25% 6.25% 5.25% 5.25% 38.9%
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having experienced an improvement 
in economic conditions the financial 
and banking sectors have returned 
to the area, illustrated by an increase 
in relocation activity for corporate 
lettings and also demand from 
overseas students. 

This increase in demand combined 
with constrained supply has led  
the strong recovery of rental growth 
in this area; Prime East of City rents 
now sit at just -7% off peak, the 
latest data showing 11.6% annual 
rental growth. ■

“We expect 
Prime East of 
City to marginally 
outperform the 
London Mainstream 
markets over the 
next five year period 
in terms of capital 
growth.” Katy Warrick, 
Savills Research 


