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During the second quarter of  
2019, rental values of prime 
property in London grew for the 
first time since September 2015. 
Indeed, there were low levels  
of rental growth in all regions  
of the capital’s prime rental 
market and in all price bands  
up to £3,000 per week (above 
which they remained flat). 

This reflected strong market 
activity, in spite of Brexit 
uncertainty, which reduced  
the imbalance between supply  
and demand in the market. 

In the prime central London 
market, rents are, nonetheless, 
still 1.7% below where they were  
a year ago and, on average, 16.8% 
below their levels of five years  
ago. That said, the falls of the  
past five years have been much 
less for smaller properties in the 
market below £1,500 per week. 

By contrast, in the other  
prime rental markets of London 
(which have had much smaller  
net rental falls of just 4.0% during 
the past five years), annual rental 
growth returned, as tenants 
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Despite the uncertainty 
surrounding Brexit and 
what it might mean for the 
economy, tenant demand 
for prime property has 
remained surprisingly 
robust so far in 2019.  
This has contributed to  
a noticeable slowing in the 
rate of annual rental falls 
seen during the past two to 
three years, and the return 
of modest annual rental 
growth in some markets.  

But that demand has also 
become more discerning. 
The message we hear is 
that potential tenants are 
focusing on two things.  

The first is quality. 
‘Lettability’ has become 
more property specific.  
The standard of finish has 
become a key differentiator, 
but so too has character.  

The second is value for 
money, which among  
other things has made 
many tenants more flexible 
on location, and not just  
within London.

On the supply side,  
those buy to let landlords 
who carry mortgage debt 
continue to have their 
finances squeezed. That 
squeeze has tightened  
with restrictions on the fees 
agents can pass to tenants. 
So, politics is influencing the 
market beyond Brexit. And 
with the announcement  
of a consultation on how  
to abolish so-called  
‘no-fault evictions’ it is set  
to continue to do so.

Rental growth returns as tenants widen their search for value
continue to widen their search  
in the hunt for value.

Rents of prime property in 
the commuter zone also rose 
marginally in the second quarter. 
This follows a recent trend of 
modest rental growth in the first 
half of the year in these markets. 
But, in each of the past four years, 
this has been followed by small 
falls in the second half of the year. 

If anything, rental growth in the 
first six months of this year in the 
commuter zone has been weaker 
than previously. That leaves net 
rents on average 1.8% lower than 
five years ago, with net rental 
growth of properties of up to  
four bedrooms (most notably  
in urban areas) being offset by  
five-year rental falls of properties 
of five bedrooms or more.

Source Savills Research

Prime movers  Annual growth has returned to some prime London markets
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Prime central London

Other prime London

Prime commuter zone

Quarterly 
growth

Annual 
growth

0.1% -1.7%

0.6%

-1.6%

0.8%

0.4%
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-4.0%

-1.8%

Positive signs  Prime residential rents in London and  
its commuter zone showed low levels of growth in Q2

Five-year 
growth
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Demand has become more discerning. The message  
we hear is that potential tenants are focusing on  
two things: quality and value for money  

A return of rental returns



New London locations are attracting a wider range of prospective tenants

Source Savills Research

Focus on the commuter zone  Rental movements depending on a property’s location and number of bedrooms
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Across the London region, rents in newly 
established and emerging prime markets  
have generally performed better than the 
established areas over the past five years. 
Tenants have become more footloose and 
budgets have tightened in light of underlying 
levels of political and economic uncertainty. 
This has also reduced the dominance of tenants 
employed in London’s financial sector.

As a consequence, there has been a change 
in profile, spending power and behaviour of 
corporate tenants, in particular. While they 
have remained active in the market, typically 
they have become either increasingly reluctant 
to top up their relocation package, or are 

more likely to take advantage of the flexibility 
they have in how they spend their allowance. 
Correspondingly, they have become less 
inclined to pay the premium associated with  
a premium address.

Added to this, international tenants, who 
make up 61% of the prime London market, have 
often had their expectations set by the quality 
of accommodation and associated services  
they have experienced abroad. As a result, new  
build schemes have introduced new locations  
to a wider range of prospective tenants.

And yet, in the established locations, there is 
still demand for appropriately priced properties 
that deliver the quality of finish typically 

demanded by a discerning homeowner.  
Here, demand remains strong for properties  
in the most sought-after streets where 
properties come to the rental market 
infrequently. Good examples of these  
are the Toast Rack in Wandsworth and  
Belgrave Square in Belgravia.

Five-year rental 
movement  
across prime 
London markets

City 1 or 2 bedsTown 3 bedVillage 4 bedRural 5 bed 6+ beds
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Size

-5.0%
Newly established prime
For example: Westminster, 
Victoria, Primrose Hill, 
Fitzrovia, Limehouse 

-1.6%
Emerging prime
For example: Queen’s Park, 
Shoreditch, East Putney, 
Pimlico, King’s Cross, 
Shepherd’s Bush

Note These forecasts apply to average rents in the second-hand market. New build values may not move at the same rate  Source Savills Research   

-9.1%
Established prime 
For example: Mayfair, 
Knightsbridge, 
Belgravia, Canary 
Wharf, Islington

Prime Residential Rents

3

Prime rental forecasts  Supply and Brexit’s influence on employment will shape the rate of recovery 

London

Commuter zone

 2019 2020 2021 2022 2023 Next 5 years

0.5% 1.0% 3.5% 3.0% 3.0%

1.0% 2.0% 3.0% 3.0% 3.0%

11.5%

12.6%

Taking on the establishment

Key   Five-year growth   Annual growth
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The government has suggested that the ability to recover possession on grounds such as non-
payment of rent will be strengthened and procedures put in place to speed up that process 
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In one of her last moves as prime minister, 
Theresa May announced that she would 
bring an end to ‘no-fault’ evictions of tenants 
occupying their property under assured 
shorthold tenancies. She did so by consulting 
on longer-term tenancies which led to 
proposals for the abolition of Section 21 of 
the Housing Act. If and when it is introduced, 
it will end the ability of landlords to recover 
possession of their property at the end 
of a tenancy on the service of a minimum 
of two months’ notice.

This policy follows close on the heels
of restrictions placed on lettings agents to 
charge tenants fees, as the political pendulum 
continues to swing towards supporting 
a growing and increasingly diverse group 
of tenants and away from private landlords.

Changes in tax relief
Other measures in a similar vein include 
restricting the tax deductibility of mortgage 
interest. This measure has been responsible 
for a dramatic fall in the number of mortgaged 
buy to let purchases in the mainstream 
market. By contrast, it has had a relatively 
limited impact on the prime part of the 
rental market. However, there has been 
some evidence of landlords selling smaller 

properties which they have acquired using 
buy to let mortgage fi nance.

The impact of recent proposals
In 2010, properties let at a rent of up to 
£100,000 per year were brought within 
the ambit of the assured shorthold regime. 
Previously, the threshold had been £25,000
a year. This means that a large chunk of 
the prime rental market could be aff ected 
by these changes.

Most tenancies in the prime rentals 
market are brought to an end by the tenant 
serving notice to quit or choosing not 
to renew their tenancy. However, private 
investors and accidental landlords may 
be concerned that restricting their ability 
to bring a tenancy to an end will aff ect 
the liquidity of their investment.

Importantly, the government has 
suggested that a landlord will still be able 
to recover possession of their property 
where they can either prove an intention
to sell it or occupy it for their own use. 
Critically, that should limit any negative 
impact on the underlying value of their 
investment because of the increased 
security of tenure aff orded to the tenant, 
provided the measures have teeth.

But what about the landlord?
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In practice, we know that many landlords 
will have used Section 21 to avoid the costs and 
delay of obtaining a court order were they to 
rely on specifi c grounds to recover possession 
where a tenant is in breach of their tenancy.  

Reassuring landlords
With that in mind, the government has 
also suggested that the ability to recover 
possession on grounds such as non-payment 
of rent will be strengthened and procedures 
will be put in place to speed up that process. 
Crucial to this will be the establishment of 
a new housing court to deal with the likely 
increase in court cases.

The consultation process is also likely 
to throw up other circumstances where 
it would be fair for a landlord to recover 
possession to protect their investment.

All of this should provide comfort to 
existing landlords. However, it remains 
to be seen how this will work in practice. 
That means there is a risk that some landlords 
who have previously had their fi ngers 
burnt will draw stumps on their investment. 
Others are likely to spend more time 
qualifying potential tenants and reviewing 
what it means for the management of 
their investments going forward.

Importantly, the government has 
suggested that a landlord will still be able 
to recover possession of their property  
where they can either prove an intention 
to sell it or occupy it for their own use. 

Assessing how new regulations might a� ect the rights of landlords


	Savills_Prime_Rents_p01-04_cover
	Savills_Prime_Rents_p02-3

