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While mainstream housing markets 
in the UK have remained sluggish, 
prices in the prime residential markets 
of London have returned to growth in 
2011. Second quarter price growth  
of 2.2% brings annual capital growth 
to 4.3%.

Prime Central London has been 
strong with demand from overseas 
buyers fuelling the market for larger 
houses and newly developed luxury 
apartments. Within this core part of 
the prime London market, values have 
risen by 6.3% over the course of the 
past six months. This six-month price 
figure rises to 7.9% for houses (as 
opposed to flats), and values are now 
2.5% above their previous 2007 peak.

Similarly, transaction levels in the  
£5 million-plus market were at an 
historic high in the second quarter of 
the year. More than £1.3 billion worth 
of £5m-plus stock was sold in the 
three months to the end of June.

Within the more domestic prime 
markets of South West London and 
North London the market has been 
underpinned by a smaller number  
of affluent families relocating out of  
the capital into a weaker prime 
country market. 

As a consequence, housing wealth 
is being recycled within the prime 
London markets, suppressing available 
stock levels and driving annual price 
growth of 8.7% for the prime domestic 
family housing market.

By contrast, activity in the lower 
tiers of the prime London markets 
has been relatively less strong with 
transactions in the £1m-£2m markets 
of central London and the sub-

£500,000 markets of SW and North 
London relatively subdued.

Price growth in the prime East of 
City market, which encapsulates the 
Docklands and Canary Wharf, has also 
been less evident. Growth of just 0.4% 
was seen in the second quarter of the 
year, leaving annual price growth at 
3.2%. Here, rental growth has been  
far stronger with rents up by 11.6% 

“Transactions in the £5m-plus 
market were at an historic high 
in the second quarter of 2011.” 
Lucian Cook, Savills Research 

Prime London forecasts upgraded in the light of strong performance in the first half of 2011
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Prime London performance by area A comparison of rental  
values against capital values in key areas of London in Q2 2011
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over the course of a year. This is 
something that has started to bring more 
investment demand into this market.  
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■ The domestic and international drivers of demand 
mean that the low applicant-to-stock ratios seen 
in the sales market towards the end of 2010 (and 
which caused us to be cautious about the prospects 
for 2011) are now much less of a concern.

■ Accordingly, the lull in the market seen in the latter 
part of 2010 has been much shorter lived than we 
anticipated. The continued levels of market activity 
seen after the rise in the level of stamp duty for sales 
over £1 million and the extended holiday period in 
April, indicate that prices will rise over the course  
of 2011.

■ We have revised our forecast for price growth 
in 2011 to +8% in prime central London and +6% 
across prime London as a whole, effectively bringing 
forward some of the market leading growth that we 
had forecast for the period to 2016.

■ This does not mean that the recovery will be 
entirely smooth, especially with uncertainty in  
the eurozone.

■ for the moment that uncertainty is driving demand 
into London as a safe haven. But equally it could 
impact on the global wealth generation that has 
underpinned prime London’s strong performance 
since the market bottomed out in 2009.

■ There remains caution within the financial and 
business services sector – a key buyer group of 
prime property, although the recent CBi/PwC 
financial Services Survey indicates continued 
increases in the number of people employed in  
this sector.Savills Prime London Residential Index

This Market in Minutes is derived from Savills Prime London Residential Index. The Index is 
published quarterly and monitors changes in residential sales values and rentals across prime areas 
within London with historic data dating back to 1979. For further information on the Index, and the 
opportunity to subscribe to the detailed statistics, contact Sophie Chick (020 7016 3786).

elsewhere within the prime London 
markets, rental growth has been 
similarly strong. rental stock shortages 
and demand from corporate tenants 
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Quarterly price and rental movements
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OUTLOOK
An overview of the market

“Housing wealth is being recycled in  
the prime domestic markets driving price 
growth.” Yolande Barnes, Savills Research 

■ Prime London rental values   Prime London capital values

and relocation agents have both 
combined to drive rents across this 
market to 3.9% above their previous 
2008 peak. ■

Q
u

ar
te

rl
y 

g
ro

w
th

Q205 Q405 Q206 Q406 Q207 Q407 Q208 Q408 Q209 Q409 Q210 Q410 Q211

10%

8%

6%

4%

2%

0%

-2%

-4%

-6%

-8%

-10%


