




State of the market

04

Are we heading   
for a rude  

awakening?
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ousing market analysts and economists  
have been uneasy bedfellows for much  
of the past two years. 

Economists have had their sleep  
patterns disturbed by prolonged bouts of 
pandemic-related, forecasting insomnia. 
And just as they were hoping to get a decent 

night’s sleep, concerns over persistently high inflation have 
become inflamed by the deeply disturbing events in Ukraine.  
Unless they benefit from a particularly strong constitution, 
they remain in need of a strong caffeine hit by mid-morning.  

Meanwhile, as far as the day job is concerned, us 
housing market analysts have largely been able to put these 
concerns to one side when we hit the hay. We have done so 
in the knowledge that a buoyant housing market has been 
underpinned by wholesale reassessment of what people  
need from a home. 

On the one hand there has been a deep reservoir of  
unmet demand, while on the other there has been a much 
shallower pool of stock available to buy on the open market.  
The most basic of economics has done the rest.

Interest rates and market divisions
This is not to say that the macro-economic backdrop has  
been an irrelevance. From a financial perspective, the ability 
to lock into low costs of mortgage finance was critical to  
many households’ ability to move during the pandemic.  

More recently, successive interest rate rises (with the 
prospect of more to come) and growing cost of living 
pressures have meant the housing market has become 
increasingly stratified.   

In the mainstream market, transactional levels have  
fallen back towards pre-pandemic levels. Meanwhile, in the 
prime market – where equity outweighs debt as a source  
of funding and more affluent buyers are better insulated  
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Rents and capital values of  
prime property continue to rise 
despite increasing interest rates  
and geopolitical uncertainty.  
But how long might it continue?

H against increases in living costs – activity has remained  
well above normal throughout 2021 and so far in 2022.

Indeed, data from TwentyCi tells us that in March and 
April, newly agreed sales of homes worth over £1 million 
were 99% higher than in the same months of 2017-19. 
Though this partly reflects a greater number of properties 
falling into higher price bands because of price growth,  
it is just as much about the ongoing appetite of wealthier 
households to move, despite stronger economic headwinds.

Continued price growth
To this end, three statistical findings stood out from  
our February client survey. First, a net balance of 30% of 
respondents said their commitment to move over the next 
year had increased in the preceding three months. Secondly, 
48% of those surveyed had been considering moving for 
more than a year. Finally, 77% told us that recent interest 
rate rises, at that time, had no impact on their budget.  
In the run up to the spring market, these numbers indicated 
that there was a strong core of unmet demand largely 
unfettered by slightly higher costs of debt.  

Consequently, it was no great surprise that prices 
continued to rise across the prime housing markets in the 
first quarter of the year. They did so by an average of 1.1%  
in central London, 1.7% across other parts of the capital  
and 2.0% in the town and country markets beyond the big 
smoke. That left annual price growth at 2.8%, 4.7% and  
9.0% for these three markets respectively.

A change of emphasis
On the face of it, these annual price growth figures  
suggest a continuation of previous trends. However, 
this belies the fact that central London saw its strongest 
quarterly performance in eight years, as international 
money began to flow back into the capital. The quarterly 

Lucian Cook
Head of Residential Research
+44 (0)20 7016 3837
lcook@savills.com
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State of the market

Activity and price movements 
in the prime housing markets

£1m-£2m £2m+

Q1 2020

+0.9%

+2.4%

+0.8%

 

Q2 2020

-1.2%

-0.9%

+0.1%

 

Q3 2020

-0.2%

+0.2%

+1.7%

 

Q4 2020

+0.1%

+0.1%

+1.1%

 

Q1 2021

+0.4%

+0.7%

+2.2%

 

Q2 2021

+0.3%

+1.1%

+3.2%

 

Q3 2021

+0.7%

+0.8%

+2.0%

 

Q4 2021

+0.7%

+1.0%

+1.5%

 

Q1 2022

+1.1%

+1.7%

+2.0%

Whole market

Source Savills Research using TwentyCi and Savills prime indices, Q1 2022
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Two-year price change
Prime central London: +1.9% 
Outer prime London: +4.8%

Prime regional: +14.6%

Prime 
central 
London

Outer prime 
London

Prime 
regional
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“As people return to the  
office – even if for three  
days a week – they will be 
reminded of the practicalities 
of commuting. We anticipate 
this will progressively curtail 
the expansion of the commuter 
zone but we don’t expect it  
to come to a juddering halt”

of taking on a new mortgage (as opposed to servicing 
existing mortgage payments). How much this acts as  
a drag on the sums people are able to borrow (and puts  
a brake on the market) depends on how far the Bank of 
England goes in relaxing mortgage regulation. The speed 
with which regulators have moved from concept to  
proposal to consultation suggests that at least some of  
the impact of higher interest rates will be mitigated over  
the next 12 months.

3. The least predictable of the three is the effect of the  
war in Ukraine, particularly on the long-awaited recovery  
in the prime central London market. Thus far, for a variety  
of reasons, the direct effect upon supply and demand  
has been limited.  

Indirectly, requirements for greater transparency  
around beneficial ownership of homes held in offshore 
corporate vehicles could well have a greater long-term 
impact on demand. But legislation in this area was 
inevitable, and much like the recovery in this market  
it has always been a case of when, not if.

07

figures also indicate greater parity between more  
domestic London markets and the regions, with the  
gradual return to the office – more part time than full – 
rebalancing demand back towards the capital.  

This has been even more noticeable in the rental  
market. Prime rental values in London, which fell by -5.5%  
in the first 12 months of the pandemic, rose by 11.1%  
in the year to March as a surfeit of available rental stock  
has quickly become a deficit.

Three sources of potential disruption
The evidence from the rental market provides a salient 
reminder that market conditions can change quite rapidly  
in any market. So, to stretch the sleep-pattern analogy to  
its limits, what are the prospects of a rude awakening in  
the prime housing markets? 

In this regard there are three obvious potential sources  
of disruption: one is behavioural, one is economic and the 
third is geopolitical. 

1. At some point the race for space will subside. Yes, we 
expect some hybrid working trends to become embedded,  
but the desire for additional square footage will gradually 
dissipate, especially as any excess savings built up during  
the pandemic deplete.  

Additionally, as people return to the office – even if for  
three days a week – they will be reminded of the practicalities 
of commuting. We anticipate this will progressively curtail  
the expansion of the commuter zone that we have witnessed  
in the past two years. But we don’t expect it to come to  
a juddering halt.

2. With inflation forecast to hit 8.0% this year,  
interest rates seem sure to rise further in the near term.  
We expect the resulting squeeze on household finances  
to be felt more acutely in the mainstream housing market.  
But any change in sentiment does have capacity to feed  
up into higher price bands.  

Given the extent to which households have fixed their 
borrowing costs and had their affordability stress tested,  
we believe the market impact will be greatest at the point  

Chelsea, London
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Our April 2022 buyer and seller survey highlights 
how prime property buying intentions are evolving

Five factors 
shaping demand

Frances Clacy
Associate Director
Residential Research
+44 (0)20 7409 5905
fclacy@savills.com

+12%

+18%
+24%

Over the next 
3 months

+14%

+15%
+27%

Over the next 
6 months

+15%

+22%
+30%

Over the next 
12 months

+16%
+32%

+28%

Over the next 
24 months
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Buyer sentiment

Sustained commitment to move 

Sep 21 Feb 22 Apr 22
1 The net balance of respondents committed to 

move remains high – particularly for those planning 
to move during the next 12 or 24 months.
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63% of respondents say a lack 
of stock is significantly inhibiting 
their ability to buy a property.

In terms of interest rate  
rises, 80% of respondents 
said that recent increases 
had no impact on their 
budget. Just 4% said their 
budget had significantly 
decreased, although 25%  
of those in London said their 
budget had decreased. For 
74% of respondents, the 
rising cost of living had no 
effect on their budget. 
But 47% of those looking at 
property below £500k said 
their budget had decreased.

0 days

1 day

2 days

3 days

4 days

5 days

Financial factors

Lack of stock remains a challenge

Buyer sentiment

3
2

Commuting behaviour

4
Respondents are 
reassessing travel 
to work. Now, only 
16% are commuting 
three days or more, 
compared with 58% 
pre-pandemic. 

Commuting: 
now 

5%

63%

Commuting: 
prior to 

Covid -19

39
% 34%

Importance of energy ratings
5
EPC ratings are important in decision-making for 68% of 
respondents (34% said they placed more importance on these 
than a year ago). If more than 75% of a property’s energy was from 
renewable sources, 59% would be willing to pay more (see below). 
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26%
Somewhat 
of an effect

11%
No effect

63%
Significant effect

How much more are buyers willing to pay for a 
property with 75% energy from renewable sources?
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Prime central London

rime central London appears to have begun  
a long-awaited recovery, despite the backdrop  
of heightened global geopolitical uncertainty. 
Prices rose at their fastest rate since 2014  
over the three months to the end of March 
(albeit by a relatively modest 1.1%). 

The pace of that recovery will be driven  
by age-old supply and demand dynamics. As ever, this will  
be dictated by a series of moving parts, including the pace  
of the return of international travel, requirements for greater 
transparency around property ownership, and constraints  
on levels of new build supply. 

Recent history
The effect of the pandemic has seen prime central London 
perform quite differently to other housing markets. Since 
March 2020, prices in central London have only increased  
by 1.9%, compared to 14.6% in prime markets outside London, 
and 23.5% in prime coastal markets. That means they were  
still -18.2% below their 2014 peak at the end of the first quarter.

That is not to say the central London market has been 
unaffected by the race for space. The value of houses in  
central London, the most desirable property type throughout 
lockdown, increased by 4.0% in the past year compared  
to just 1.8% for flats. 

But the key reason why central London has lagged behind 
regional markets has been the lack of international demand. 
Whilst all of the evidence is that London has retained its  
global appeal, international travel bans, as well as ongoing 
lockdowns around the world, mean demand has been  
largely confined to UK buyers and resident non-doms. 

This sector of demand has been remarkably resilient.  
The number of sales over £5 million in London in the first  
three months of 2022 was the strongest first quarter ever 
recorded – another indication that expectations of a price 
recovery are based on solid foundations. 

So what do we expect to happen moving forward when  
there are so many different factors at play?  

Drivers of demand
One key factor to consider this year will be the impact  
of the deeply disturbing events in Ukraine. Russian buyers 
themselves have made up a relatively small part of the  
market in recent years, accounting for less than 2.5% of  
buyers. So the lack of potential buyers amid sanctions is 
unlikely to have a significant impact on overall demand. 

P

Signs of central 
London’s recovery
Despite issues around supply and demand and an uncertain 
geopolitical backdrop, the prime central London housing 
market has remained robust, with encouraging first quarter 
growth. But is this the recovery we’ve been expecting? 

While this could create some caution amongst buyers  
in the short term, the longer-term impact on international 
demand depends on the effect upon global wealth generation 
(notably a complex web of checks and balances) and, perhaps 
more pertinently, the response to government measures to 
increase transparency around property ownership.

Government plans for a register of beneficial ownership have 
been around since 2016. But recent events have, understandably, 
caused legislation to be fast-tracked through Parliament. 

Historically, there have been many reasons to use offshore 
corporate vehicles to hold UK property. The tax benefits of 
doing so have largely passed and, for many, the anonymity  
they provided was a convenience rather than a necessity. 

And this is not just an issue in the UK – Singapore, Vancouver 
and New Zealand, among others, have all introduced more 
stringent measures to curb international property investment. 
For these reasons, the level of supply coming forward is 
expected to be equally important to central London’s future 
price growth prospects.  
 
Shrinking supply
In particular, given current planning policy and the size of  
the pipeline of schemes, we expect to see less new build stock 
available to meet demand, particularly in the super prime market. 

There are currently just over 30 super prime new build 
schemes in central London, either physically complete or under 
construction. But there are only four other new developments 
that are likely to bring new stock to the market in the next  
five years that have the benefit of planning permission. 

Any new schemes will have to contend with Westminster 
borough’s new planning policy, which limits the size of an 
individual home to 200 sq m (2,153 sq ft). And Kensington  
and Chelsea is due to follow. This is significant when you 
consider only 22% of super prime new build sales in the  
past two years were below this size threshold. 

Furthermore, the number of new build sales was  
twice as high in the year to March 2022 than a year earlier.  
And there has been a noticeable swing back towards off-plan  
buying (before a building is physically complete) – 41% of  
sales were off-plan in the first quarter of this year, compared  
with 23% in 2020. 

These are all signs that the window of opportunity to buy  
a new build super prime home in London is closing. That will 
refocus demand on an inelastic supply of existing homes in the 
heart of London’s prime property market, which we expect to 
underpin a recovery in values over the next five years. 

Gaby Foord
Associate Director
Residential Research
+44 (0)20 7299 3003
gaby.foord 
@savills.com
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Prime central London

“There are signs that the window of opportunity to buy 
a new build super prime home in London is closing”

Prime central London has lagged behind 
other markets during the pandemic

Source  Savills Research

Growth since March 2020Annual growth
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4
X2

Proportion of off -plan 
sales in new build over 

£5 million – up from 
23% in 2020. Suggests 

urgency in the 
super prime new 

build market

The number of 
new build sales 

was twice as high 
in the year to 

March 2022 than 
a year earlier

Prime central 
London

Prime 
regional

Prime 
coastal

2021

2022

200 SQ M
(2,153 sq ft)

Size limit of an 
individual home in a new 

scheme according to 
Westminster borough’s 

new planning policy

Outer 
prime London

New super prime 
developments that 
are likely to bring new 
stock to the market in 
the next fi ve years that 
have the benefi t of 
planning permission

Only

thirty
Number of super prime new 

build schemes in central 
London either physically 

complete or under 
construction
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Commuter destinations

How far are you 
willing to go?

ow that the back to work movement is in 
full swing, commuting and all of its associated 
costs and logistics are once again at the 
forefront of buyers’ minds. Our April survey 
of buyers and sellers of prime property 
revealed that 58% of respondents travelled 
into work three or more times a week before 

the pandemic. That fi gure is now just 16%. 
But just how much does it cost to commute from diff erent 

parts of London’s hinterland? And do house price diff erences 
always outweigh the additional costs of a longer commute? 

Our analysis of the 50 most popular stations in London’s 
commuter zone answers these questions, and more, and provides 
a useful tool for those considering a move out of London. 

The average second-hand detached sale price across the 
UK currently stands at £477,000. The average for being within 
2km of these 50 station hotspots is £723,000, ranging from 
£1,859,000 in Oxford to £349,000 in Gillingham in Kent. 

Travel times vary too, with Maidenhead and St Albans 
off ering the fastest commute of around 20 minutes, whereas 
Brighton, Banbury and Lewes exceed the hour mark to their 
respective London mainline stations. 

But one of the key components that would-be commuters 
need to consider is the cost of their travel. With working from 
home at least for part of the week remaining the norm for many, 
deciding which ticket type is the best (and cheapest) option is 
more important than ever. 

Flexi season tickets off er users the ability to travel eight 
times within a 28-day period at a discounted rate to an 
equivalent monthly season ticket. While this option has been 
welcomed by some, those who need to travel more are likely 
to be better off  committing to a longer-term season ticket. 

N

With fl exible work patterns, 
people are now reconsidering 
whether the benefi ts of moving 
further from London outweigh 
more expensive travel costs. 
We’ve done the analysis for you

Frances Clacy
Associate Director
Residential Research
+44 (0)20 7409 5905
fclacy@savills.com
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Commuter destinations

41 MIN

41 MIN

45 MIN

37 MIN
34 MIN

38 MIN

37 MIN

37 MIN

26 MIN

29 MIN

20 MIN

21 MIN

52 MIN

58 MIN

54 MIN

55 MIN

50 MIN

52 MIN

62 MIN 68 MIN

 TUNBRIDGE WELLS
52 MIN 
£6,032
£297
£931,064

 BISHOPS STORTFORD 
38 MIN
£5,952
£213
£728,075 

 LEWES
68 MIN
£6,248
£407
£876,501 

 MILTON KEYNES CENTRAL 
41 MIN
£6,992
£313
£538,479

 SHENFIELD
29 MIN
£4,780
£160
£1,152,159

 CHELMSFORD  

37 MIN
£5,660
£228
£605,858

 WINCHESTER
58 MIN
£6,784
£445
£1,031,639 

 REDHILL
37 MIN
£3,900
£170
£820,266

 GUILDFORD
37 MIN
£5,052
£200
£1,290,022

 ST ALBANS CITY
21 MIN
£4,964
£173
£1,233,474

 MAIDENHEAD
20 MIN
£4,436
£178
£901,659

 READING 
26 MIN
£5,984
£365
£697,848

 COLCHESTER 
54 MIN
£7,036
£424
£472,569

 HAYWARDS HEATH
45 MIN
£5,772
£347
£712,370

 DIDCOT PARKWAY
41 MIN
£6,696
£442
£448,900

 BEDFORD
50 MIN
£6,468
£334
£560,049

 OXFORD
52 MIN
£6,696
£442
£1,858,802

 BRIGHTON
62 MIN
£6,248
£407
£1,020,291

 CAMBRIDGE 
55 MIN
£7,116
£331
£1,568,203

Balancing house prices with commuter costs
Our analysis of 20 stations in London’s commuter zone 
examines the time and cost of travelling into London, 
and the average price of a detached property

 SEVENOAKS
34 MIN
£4,736
£184
£1,227,953

Source  Savills Research using Land Registry and National Rail 13

LONDON
MAINLINE
STATIONS

If you can’t see 
your station, read 

our analysis of 
50 of the most 

popular stations in 
London’s commuter 

zone by scanning 
this QR code

KEY

        STATION 

   TRAVEL TIME (MINUTES)

    ANNUAL SEASON TICKET  
  INCLUDING TRAVEL CARD, 2022

    FLEXI SEASON TICKET COST, 2022

    AVERAGE SECOND-HAND 
  DETACHED SALE PRICE, 2021 
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The race for space. The return to the offi  ce. 
Hybrid working. We chart how factors such 
as these have infl uenced the performance 
of rental values across the London and 
commuter belt markets since 2020

Rental 
record

APPLICANTS 
PER PROPERTY

APPLICANTS 
PER PROPERTY

FALLS

-5.5%

M A R C H J U N E S E P T E M B E R D E C E M B E R M A R C H

2.2
Down from
 3.2 in 2019

2.1
Demand remains 
low in Q4 2020

During the 
fi rst national 
lockdown, rental 
demand starts 
to shift from 
London to the 
country markets. 

2 0 2 0Prime rentals

14

ANNUAL 
RENTAL 

GROWTH

LONDON

+2.3%

ANNUAL 
RENTAL 

GROWTH

COMMUTER 
BELT 

+0.6%

In London, 
signifi cant 
additional stock 
hits the market. 
Available stock 
in Q2 2020 is 
one-third higher 
than in 2019.

Prime London 
experienced a 
short-lived Boris 
bounce prior to 
the pandemic.

Reduced demand, 
social distancing 
restrictions 
and a lack of 
international 
demand all 
played out over 
the year to Q1 
2021 resulting in 
rental falls across 
the capital. At 
this time, prime 
London remains 
a tenant market.

By June, the 
number of 
new applicant 
registrations in 
the commuter belt 
hits a record high, 
64% above June 
2019 levels.

Annual rental 
growth accelerates 
across the prime 
commuter belt, 
with 77% of Savills 
agents reporting 
an increase in 
“try before you 
buy” tenants, as 
many applicants 
look outside of 
the capital to gain 
more space and 
try out country 
living.

In London, rents 
fall but domestic 
markets remain 
more robust.

Q3 QUARTERLY 
GROWTH
North & East   -2.6%
Central            -2.3%
North West      -1.7%
West                -0.8%
South West    +0.7%

As people’s 
priorities change, 
rents for large 
properties and 
those with outside 
space in London are 
least aff ected by 
the downturn. 

2020 ANNUAL 
GROWTH
Houses: -0.2%
Flats: -6.1%

In the commuter 
belt, sustained 
demand feeds into 
an acute shortage 
of available stock. 
By Q4 2020, there 
are 34% fewer 
properties for rent 
than in the same 
period in 2019.

This race for 
space means 
that rural areas 
outperform

2020 ANNUAL 
GROWTH
Rural  +4.4%
Village  +3.8%
City  +3.6%
Town  +3.0%

ANNUAL 
RENTAL 

GROWTH

LONDON

-5.5%

ANNUAL 
RENTAL 

GROWTH

COMMUTER 
BELT 

+5.0%
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Q1 2021 
represents 
the strongest 
quarterly growth 
(+2.4%) in the 
commuter belt 
since Q2 2010. 
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APPLICANTS 
PER PROPERTY

APPLICANTS 
PER PROPERTY

APPLICANTS 
PER PROPERTY

APPLICANTS 
PER PROPERTY

J U N E S E P T E M B E R D E C E M B E R M A R C H

3.5
Up from 2.2 
in Q2 2020

5.6
in H1 2021, up from 
2.3 2019 average. 
Rental demand 

across the commuter 
belt remains high 

over the fi rst half of 
2021 with an acute 
shortage of stock 

fuelling strong 
competition for 

properties.

5.2
in H2 2021. Strong 

competition 
continues over the 
second half of 2021 

with applicants 
per property 

signifi cantly above 
historic norms, 

although slightly 
lower than over the 
fi rst half of the year.

5.7
H2 2021 fi gure is 79% 

higher than 2019 

Stock remains 
an issue in 2022, 
sitting at 42% 
below the 2019 
average. 65% of our 
agents said tenants 
ranked proximity 
to a train or tube 
station as their fi rst 
or second priority.

Prime London 
Q1 2022 annual 
growth is the 
strongest since 
Q3 2010.

In what is seen as 
a turning point for 
the market, prime 
London fl ats see 
strong positive 
quarterly growth 
(+3.3%) in Q3 2021, 
marking the start 
of a recovery for 
prime London.

Return to the offi  ce  
means urban areas 
outperform.
City     +8.9%
Town      +8.5%
Village       +7.4%
Rural    +6.7%

Stock remains an 
issue in 2022, sitting 
at 54% below the 
2019 average. 56% 
of our agents said 
commuter belt 
tenants ranked 
proximity to schools 
as most important, 
while 31% ranked 
proximity to a tube 
or train station 
as second.

2 0 2 1 2 0 2 2

Key tenant groups 
begin to return to 
the capital. These 
include students, 
young professionals 
and corporate 
relocations. 

Q2 QUARTERLY 
GROWTH: +1.0%
First positive rental 
movement since 
March 2020

Recovery continues 
into Q4 and all 
regions record 
growth.

Q4 QUARTERLY 
GROWTH
North & East  +6.4%
North West    +3.4%
Central            +2.7%
South West     +1.7%
West    +0.3%

Annual growth 
in the commuter 
belt reaches 8.1% 
– record growth 
since Q4 2007.

ANNUAL 
RENTAL 

GROWTH

LONDON

+11.1%

ANNUAL 
RENTAL 

GROWTH

COMMUTER 
BELT 

+7.7%

Jessica Tomlinson
Associate, Residential Research
+44 (0)20 3810 9899
jessica.tomlinson@savills.com

So, what is next 
for 2022?

The imbalance 
between supply and 
demand suggests 
upwards pressure 
on rents will be 
maintained at least 
over the short term. 

Across London, 
we anticipate rents to 
continue to increase 
over 2022, supported 
by wage growth. 
Longer term, there is 
capacity for further 
growth despite the 
strong rebound. 

In the commuter 
belt, we forecast the 
rate of growth to 
slow over the coming 
years. We expect 
pressure to ease as 
stock begins to return 
to the market. 

There are some 
factors in the short 
and long term which 
may impact the 
prime market, such
as regulatory 
changes and 
energy performance 
certifi cate 
requirements, both 
of which may limit 
available rental stock. 

Prime rental forecasts

Prime 
commuter 
zone

5.6%

Prime 
London 13.7%

5 year compound 
growth to 2026

1.5%

3.0%

2023

1.5%

2.5%

2024

0.5%

4.0%

2022

1.0%

1.5%

2026

8.1%

6.6%

Actual 2021

1.0%

2.0%

2025

Source Savills Research  Note These forecasts apply to average rents in the second-hand market. New build rental values may not move at the same rate
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Residential property accounted for over one-fi fth of CO2 emissions in 2020. 
Signifi cantly, there has been no meaningful reduction in the carbon footprint 
of our homes since 2014. With policymakers looking to set mortgage lending 

targets to secure a step change in householder investment in energy effi  ciency 
improvements, what does this mean for owners of prime property?

FUTURE-PROOFING 
THE VALUE OF 

YOUR HOME

16-17_PRUK_energy_3.0.indd   16 09/05/2022   16:33

he challenge of improving  
the energy efficiency of  
our homes is enormous.  
We estimate that the 
cost to UK households of 
undertaking the energy 
efficiency improvements 

most commonly recommended in Energy 
Performance Certificates (EPCs) would be  
in the order of £330 billion.

To date, the problem has been that returns 
on this investment have not been exactly 
compelling from a financial perspective.  
In 2019-20, the English Housing Survey 
suggested that the payback period on the 
£19,000 required to take the average home 
with an EPC rating of F or G to grade C was 
14 years. That rose to 34 years once the quick 
wins had been delivered and the challenge 
was to get from a D to a C rating. For larger 
properties, the upfront outlay will, in most 
cases, be some way above the average.

However, the payback equation could 
change rapidly. Energy costs are rising 
uncomfortably quickly. While the real pain  
of this will be felt by less affluent households, 
it is not something that high earners are 
totally immune to. Those with an income  
of more than £100,000 consumed 73%  
more gas and 66% more electricity than  
the average household in 2019, according  
to the Department for Business, Energy  
& Industrial Strategy. 

The future role of lending
Perhaps more pertinently, policymakers 
who are focused on improving the energy 
efficiency of the nation’s housing stock  
have landed on the notion that mortgage 
lenders “are uniquely placed” to influence  
the behaviour of home-owners “at critical 
trigger points such as home purchase, 
renovation and re-mortgage”.

Proposals to set banks and building 
societies targets for lending to directly fund 
energy performance works are one thing. But 
a requirement for lenders to disclose the EPC 
profile of their loan book each year and hit 
targets to progressively improve it are another; 
especially with a stated ambition to get the 
average mortgaged property to EPC C by 2030.

The game changes as soon as the availability 
of mortgage finance, the terms upon which 
it can be obtained and, ultimately, its cost 

become dependent on the energy efficiency  
of the property on which it is secured. That 
would take the concept of green finance  
to a whole new level, from a nice-to-have  
to a prerequisite.

Increasingly important to buyers
And it would appear this is starting to feed into 
buyers’ thinking. In our April survey of buyers 
and sellers of prime property, one third of 
respondents told us that the EPC rating  
of a property had become more important  
in their decision-making over the past year.  
Only 32% said it was not an important factor  
in their choice of a new home. 

It would be easy to think that the efficiency 
credentials of a home would be more 
important to younger, more environmentally 
aware households. However, the reality is that 
the issue is as important to people in their  
60s as those in their 30s. So, increasingly, it  
looks like investing in the energy performance 
of our homes will become as much about 
future-proofing its value as generating  
a return from savings in its running costs. 

Period properties 
Owners of period housing stock perhaps  
face the biggest energy efficiency challenge.

Our analysis of recently issued EPCs tells  
us that 38% of homes built pre-1930 have  
a lowly EPC rating of E, F or G. That rises  
to 46% of homes constructed prior to 1900.

 Owners of listed properties face their  
own unique dilemma. Since 2013, an EPC  
is generally required whenever a property is 
marketed for sale or letting. Listed properties 
have been exempt from this requirement 
but only where “compliance with minimum 
energy performance requirements would 
unacceptably alter their character of 
appearance”, a somewhat inconveniently 
subjective concession.

Exemption from a requirement to obtain  
a certificate brings with it an exemption from 
existing regulations around minimum energy 
efficiency standards, including those needed 
to let a property. But as buyer expectations 
regarding the eco-credentials of prime homes 
increase and the green finance market evolves, 
so too will the long-term benefit of investing  
in sympathetic improvements. The challenge 
for many will be in identifying what works  
best for the home they live in.

T
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Current and potential EPC ratings  
for homes built pre-1949

A B C D E F G

Pre 1900 current

1930-1947 potential 1930-1947 current
1900-1929 potential 1900-1929 current
Pre 1900 potential
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Source Savills Research using issued EPC certificates
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Most recommended improvements 
for pre-war housing stock

Solid wall insulation  
(£9,000)

Solar photovoltaic panels 
(£5,900)

Solar water heating 
(£5,000)

Low energy lighting 
(£38)

Solid floor insulation  
(£5,000)

Loft insulation 
(£1,093)

Double glazing 
(£4,884)

Heating thermostat 
(£400)

Condensing boiler 
(£2,860)

Suspended floor insulation 
(£1,000)

Draft-proofing windows  
and doors (£100)

Cavity wall insulation 
(£1,000)

Wind turbine 
(£20,000)

High heat retention 
storage heaters (£1,500)

Insulate hot water 
cylinder (£23)

Post-war housing1930-1947
1900-1929Pre 1900

% of recommendations

EPC Rating

Note Indicative costings should be treated with caution are  
for the average home of 930 sq ft, though they should give  
a rough guide of relative costs of different measures

Energy efficiency

Scan the QR code  
to watch Savills Earth 
team discuss energy 

advice and provide 
recommendations for 

retrofitting your home
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Prime forecasts

Source Savills Research  Notes *Within the M25. **Within a 30-minute commute. †Within a one-hour commute. 
These forecasts apply to average prices in the second-hand market. New build values may not move at the same rate

Wider 
South 19.3%

All prime 
London 18.7%

Midlands/
North 22.2%

Scotland 22.8%

All prime 
regional 19.3%

Outer 
prime 
London

13.7%

Prime 
central 
London

23.9%

London 
suburbs* 15.4%

London’s 
inner 
commute**

15.9%

London’s 
outer 
commute†

17.1%

2026

3.5%

3.0%

5.0%

5.0%

4.0%

2.0%

4.0%

3.0%

3.0%

3.5%

2023

4.0%

3.5%

4.0%

4.0%

3.5%

3.0%

4.0%

3.0%

3.0%

3.0%

2024

3.0%

2.0%

3.5%

3.5%

3.0%

2.0%

2.0%

2.0%

2.5%

2.5%

2025

3.5%

3.0%

4.0%

4.5%

3.5%

2.0%

4.0%

3.0%

3.0%

3.5%

2022

4.0%

6.0%

4.0%

4.0%

4.0%

4.0%

8.0%

3.5%

3.5%

3.5%

Prime residential forecasts
Five-year house price forecasts

5 year compound 
growth to 2026
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