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PRICE GROWTH FORECAST TO RETURN TO PRIME 
LONDON OVER THE COMING YEARS
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LONDON RETAINS ITS NUMBER 1 POSITION AS  
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MARKET REPORT 

Q3 2017

Draft legislation regarding non-dom 
tax changes has been published by the 
Government. Under the new 
legislation, which is liable to be 
backdated to 6th April 2017, any person 
who has been resident in the UK for 
more than 15 of the previous 20 years 
will be deemed domiciled in the UK for 
tax purposes.  
All UK residential property, including 
certain loans to fund UK residential 
property purchases and any assets 
used as security for those loans, will fall 
within the scope of UK Inheritance 
Tax. From 2018 there will also be 
changes to the way offshore trusts are 
taxed. The changes look set to be 
incorporated into the Finance Bill 
following the Chancellor’s Autumn 
Budget on November 22nd.

FISCAL POLICY

Annual price growth across London was 2.6% in 
August, with the average price of a property 
across the capital reaching £484,362 according 
to the UK House Price Index. Across prime 
central London Knight Frank report that prices 
fell by 4.6% in the year to September, the most 
modest annual fall since October 2016 and an 
improvement on -6.7% at the start of the year.  

The prime London market remains highly price 
sensitive due to the cloud of uncertainty posed 
by Brexit and the continued absorption of higher 
transactional costs. An analysis of LonRes data 
indicates that 84% of properties exchanged 
across prime London in the first nine months of 
the year experienced a price reduction, with 
asking prices lowered to equal or exceed the 
additional tax burden felt by prospective buyers. 
However, while buyers remain cautious, with the 
average time taken for a property to sell being 
65 days in September, compared with 54 days  
a year ago (Rightmove), the market is far  
from dormant. 

Knight Frank and LonRes report that transaction 
levels between January and August were up 
9.8% year-on-year. In addition, the number of 
new prospective buyers increased by 4.9% 
between January and September, compared to 
the same period last year, with the number of 
viewings up by 8.9%. 

With few forced sellers, levels of available stock 
across the capital remain subdued. Stock levels 
per agent remain low, according to the RICS 
(September 2017), with new instructions across 
the capital for properties over £1 million down 
18.2% year on year (Rightmove, Jan – Sept).

Despite the uncertainty, the capital continues to 
receive global accolades. It has extended its lead 
as the world’s leading financial centre in the most 
recent Z/Yen Global Financial Centres Index, 
the only EU city in the top ten, and is still 
considered a low-risk investment option for those 
looking longer term. Savills forecast that 
compound residential property price growth 
across the capital will be 20.3% by 2022.

SALES MARKET

The Governor of the Bank of England has indicated that interest rates are 
liable to rise in the “relatively near future”, with the next meeting of the 
Monetary Policy Committee on 2nd November. Interest rates have 
remained at 0.25% for over a year, despite rising inflation which rose to 3.0% 
in September- its highest level since April 2012. However, business leaders 

are warning of the adverse impact a rise would have on the economy. 
The UK’s credit rating was downgraded by Moody’s, while the IMF has 
also downgraded its long term growth forecast for the UK economy to 
1.7% per annum by 2022, down from 1.9%.  

ECONOMIC BACKDROP

Growth
2012-2017 
-6.8%*

Growth
2018-2022 
20.3%*



5.0%

0.0%

10.0%

15.0%

20.0%

Source: LonRes/Dataloft

-10.0%

LESS THAN £1500

£1500-£2500

Q3 2017 VS Q3 2016 2017 V 2016

-5.0%

-15.0%

£2500-£3500

OVER £3500

OVERALL M
ARKET

Golden Venn is a boutique firm specialising in advising international
buyers on the acquisition of investment properties in prime
central London and other major cities around the world.
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Average rents across the capital rose by just 
0.9% in the year to August, according to the 
Office for National Statistics, with Rightmove 
indicating that average asking rents across the 
capital in Q3 2017 were at their lowest level since 
2013. Across prime central areas, Knight Frank 
report that rental values fell by just 0.1% in the 
three months to September, the smallest 
quarterly decline in almost two years. Tenant 
demand rose faster than new supply in 
September, according to the latest RICS survey. 
September is traditionally a strong month for 
rentals with the new academic year and graduate 
job intakes. However, if demand continues to 

outstrip supply in the months ahead, it could put 
upward pressure on rental values. 

Across prime central areas, there were 4.1% more 
properties let between June and September 
compared to the same period in 2016. Ultra-prime 
properties have witnessed a surge of interest during 
the last quarter, with LonRes reporting that over 
fifty properties were let across prime London with 
rental values of over £5000 per week, compared 
to less than twenty during the same period last year. 

Despite tax changes and a subsequent fall in 
buy-to-let mortgage approvals, it is clear that 

there has been no significant exodus of 
landlords across the market. In fact, Knight 
Frank report a 9.6% increase in landlords 
re-letting their properties between January to 
August compared to the same period last year, 
with the number of new tenancies agreed up 
19% on last year. The average length of tenancy 
for a prime residential property is also 
increasing. According to Savills, this is now 17.7 
months, up from just 13.1 months five years ago. 
This trend looks set to continue, with an 
increasing number of tenants looking to rent for 
the long term due to both convenience and 
ever-increasing housing affordability pressures.

RENTAL MARKET
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Continued uncertainty over Brexit, together with ongoing high transaction 
costs, has ensured that price sensitivity remains the main theme of the 
prime central London sales market. Sellers must remain realistic in their 
pricing given that over three-quarters of transactions since January have 
witnessed a price reduction. 

While the sales market is still in many respects a buyer’s market, the rental 
market in prime central London is showing signs of improvement. With 
demand strengthening against supply and the average length of a tenancy 
increasing, there is cautious optimism in the sector.

International investors are increasingly interested in the market as they look 
to diversify from their domestic markets. As London continues to top the 
Z/Yen Global Financial Index and prices are forecast to rise over the next 
five years, this could be the right time to take advantage of softer prices and 
favourable exchange rates.
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