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The last quarter has seen conflicting news and events occur with 
regularity. The sales market is behaving in a curious manner, almost 
becalmed before a pending surge. 

The April Budget is a good place to start. The Chancellor announced 
permanent giveaways of £4.9 billion being financed partly by, as yet 
unspecified, further spending cuts. It did not address the public deficit 
and growth continues to be predicated on rising household spending, 
assumed growth from business investment and a recovering housing 
market – by which I refer to the national picture and not London. In 
February, Mark Carney was quite clear that he did not think that 
escalating house prices in central London were a cause for concern as 
transaction levels are still down on pre-crash levels and many of these 
purchases are in cash. His interest is in ensuring a sustained recovery  
in the rest of the UK.

Two things may conspire to deflate what may be a housing bubble in 
London. One is the rise in interest rates which is forecast to occur next 
year. Interest rates cannot be held at 0.5% indefinitely. The second is the 
threat of a mansion tax with an annual levy of 1% on properties valued 
at over £2 million. It seems iniquitous to suggest this but there must 
come a point where the affordability of property in central London 
needs to be adjusted. It is conceivable that a tax could be postcode 
sensitive, and so exempt the rest of the UK while “penalising” London. 
My personal view is that an overhaul of council tax banding is the likely 
route. It is a fair assumption that the unnecessary tax grab by hiking 
stamp duty has caused a severe restriction in supply. The unintended 
consequences are that people can’t afford to move and settle for 
excavation and extensions instead. I can neither see nor agree that 
there is any more reason to keep interest rates at 0.5%. A stepped 
increase to 3% is not unreasonable but predicating an economic 
recovery on a housing boom is dangerous.

£2.5bn

3%

2%

£3.7m

% sales over £2m in Q1 2014

22%
value of sales in Q1 2014

increase in transactions over £1m in  
Q1 2014 compared to Q1 2013

rise in average rents in Q1 2014  
compared with Q1 2013

total rent per week of properties let in Q1 2014

Introduction

William, as many of you know, is very fond of dogs and it will 
therefore come as no surprise for you to learn that this year Lonres 
is supporting the Dog’s Trust and BARK as its chosen charities. 
Founded in 1891, the Dogs Trust is the largest dog welfare charity in 
the UK helping stray and abandoned dogs, while BARK is committed 
to the rescue and rehoming of dogs and cats in the Berwick area.   
If you would like to get involved and make a donation you can do  
so by sending a cheque made payable to “BSGC: Dog Charities”  
c/o Ellie Vesey-Thompson at Lonres, First floor, 37 Battersea Square, 
London SW11 3RA.  If you would prefer to make an online donation, 
please contact us direct at charities@lonres.com. All contributions, 
however small, are most welcome.

Lonres supports The Dog’s Trust and 
Berwick Animal Rescue Kennels (BARK)  

Minute and Lottie
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Foreign money is continuing to surge into London: another Russian 
company, Lenta, a hypermarket chain, is looking at a listing on the LSE 
and Hitachi is moving its global rail HQ from Tokyo to London. The 
government continues to attract “investors” by paying gigantic subsidies 
to firms such as EDF (£17.66 billion to build a nuclear power station and a 
21% annual return thereafter), and while berating individuals who don’t 
pay their fair share, those wonderful PFI initiatives have seen companies 
incorporated overseas pay little tax in the UK. You know it’s a good thing 
when our old friend Richard Branson is after the East Coast rail contract. 
You can be sure much of that dividend income will head offshore to him 
while leaving the risk with the taxpayer. Strange contrasts indeed.

The invasion of Crimea has led many to ask when the UK government will 
apply robust economic and financial sanctions against Russia. I can cite 
many reasons why they won’t, such as Russians being the biggest buyers 
of £1 million+ properties in London last year; Russia being our fastest 
growing export market at an average of 21% pa; Russia supplying us with 
6% of our natural gas and Russian tourists being in the top five of foreign 
spenders. We reap what we sow.

Finally, as Greece assumed presidency of the EU, George Soros 
commented that the “acute phase of the financial crisis is over.” What was 
supposed to be a voluntary association of equal states has now been 
transformed by the euro crisis into a relationship between creditor and 
debtor that is neither voluntary nor equal. Future crises will be political in 
origin. Are these contrasts balanced? There is good news only to be 
immediately countered with bad news, positives with negatives, ups and 
downs, but all happening in a hurry.

One certainty is that Chelsea will end the season above Arsenal, who may 
yet drop out of Champions League qualification. Now, there’s a contrast!

 

“Two things may 
conspire to deflate 
what may be a 
housing bubble in 
London. One is the 
rise in interest rates 
forecast for next  
year, the second is  
the threat of a 
mansion tax.”

Anthony Payne 
Director
anthony@lonres.com

William Carrington 
Chairman
wcarrington@lonres.com

We have recently been working on a new corporate 
brochure. The design reflects the traditional elements of 
Lonres - the company’s roots in prime central London – 
which it combines with the contemporary – leading 
technology developed to help push our clients’ businesses 
forward. The new Lonres brochure will be available at the 
ARLA conference which this year is being held on 29 April 
at the Hilton Metropole on the Edgware Road. If you are 
planning on attending, do come along and say hello.

Lonres news 
our new brochure is coming soon
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some parts. Average sales prices per square foot 
across our survey area for property sales under  
£1 million have risen by 17.1% over the past year.

Outlook for 2014 and risks to market
With average sales prices across the Lonres survey 
area now 53% higher than 5 years ago, agents feel 
that the greatest risk to the market in the short term 
is that of over inflated prices. Furthermore, 36% of 
agents expect prices to rise by more than 5% across 
central London in 2014, which is up from 26% of 
agents at the start of year. However, as we have 
seen, price growth has started to slow, particularly in 
the most central parts, and current market 
conditions suggest that, at least in the short term, 
the strongest growth is going to continue to be in 
more peripheral locations.

Uncertainty in the run up to the election in May 2015 
is causing some concern to agents and a third of 
them consider the greatest risk to the market over 
the long term to be the introduction of a mansion 
tax for properties over £2 million. While David 
Cameron has so far ruled out its introduction should 
the Conservatives return to office next May, both the 
Liberal Democrats and Labour remain fierce 
supporters and are likely to implement it swiftly if 
either win the election. With transactions over  
£2 million accounting for 36% of all sales in the 
Central area over the last quarter, this area would be 
disproportionately affected by its implementation. 

Overview
The results of our Spring Agents Survey are mixed. 
More agents are reporting rising demand levels and 
fewer properties with price reductions than three 
months ago. However, transactions, the fall-through 
rates and time taken to agree a sale all look weaker. 
In addition, agents’ confidence in the market has 
weakened since the beginning of the year for both 
sales above and below £2 million. 

That said, strong demand from both domestic and 
overseas purchasers is still supporting price growth 
and average sales prices per square foot have risen 
by 10.6% in the first quarter of 2014 compared to the 
same period of 2013 across the Lonres study area. In 
a continuation of the trend of 2013, price growth 
remains strongest in the South with Central parts 
rising by just 7.5% over the year.

Supply/demand imbalance
Just under a third (32%) of agents in our Spring survey 
have seen a rise in the level of new instructions in 
the past three months. As we discuss later, the rise in 
supply has not been uniform across the different 
price thresholds in the market. Indeed, supply has 
been rising most strongly in the mid to upper price 
bands. As such, there are still many parts of the 
market where supply remains constrained relative to 
levels of demand. 86% of agents feel that demand is 
outstripping supply in the lowest third of the market, 
which has supported above average price rises in 

Supply/demand balance in the various tiers of the market what are the greatest risks to the central London property market?

SOURCE: LONRES SPRING 2014 SURVEY OF AGENTS, SHOWING PERCENTAGE OF AGENT RESPONSES SOURCE: LONRES SPRING 2014 SURVEY OF AGENTS

Demand for 
properties is high but 
political intervention 
is concerning.

52.5%

81.0%

33.3%

31.6%

39.0%

increased valuations or sales 
because of CGT on overseas 

owners from April 2015

expect increased levels of  
transactions in 2014  
compared to 2013

increased levels of applicants

Agent responses to  
Spring 2014 Survey

increased demand from  
UK buyers 

expect house price rises in 2014

Sales
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Key market trends - sales

Rising buyer and vendor confidence means the prime central London 
residential market is going from strength to strength and our 
outlook in Belgravia and Chelsea for the year ahead is very positive.

In both sales and lettings, demand has risen considerably. However, 
it is the sales market which is outperforming. We recently launched 
an unmodernised property at £2.5 million, which received 80 
viewings and a sale was quickly agreed by sealed bids in just 10 days. 

Properties that have been on the market for the last 18 to 24 months 
are now selling. Vendors are accepting some price adjustments and 
demand is being met by the rising number of buyers who are keen to 

invest. So far this year demand is up by 40% compared to  
this time last year, with many more UK buyers. Despite the 
notoriously low stock levels, our recent marketing campaign  
led to a good increase in instructions.   

The level of enquiries we now have for properties priced 
between £30 and £50 million is incredibly high and largely driven 
by overseas buyers from Russia and other CIS countries, as well 
as the Far East. While lack of confidence around the world 
continues to prevail, the attraction of London as a safe and 
secure destination has become ever more clear. 

James Bailey
on The SALeS MARKeT
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Chief executive, henry & James
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Conditions stabilising 
in prime London 
rental market.

and then falling tenant demand for properties at 
the very top end of the market. Although there  
has been some increase in supply, the increase in 
demand in the lower price thresholds means that 
this part of the market is showing the most sign of 
stabilising. 35% of agents are now reporting that 
demand is outstripping supply in the lower tier of 
the market, up from 27% three months ago. As a 
result, rents for the smallest properties (up to two 
bedrooms) are 3.2% higher than at the beginning  
of 2013.

Meanwhile, in the top tier of the market 54% of 
agents believe that there are still more properties 
available to let than tenants searching. Average 
rents for the largest properties with four or  
more bedrooms are now -0.6% lower than at the 
beginning of last year.

Outlook for 2014
With conditions beginning to improve across parts 
of the market, agents are becoming a little more 
optimistic about rental growth over the year. At the 
very start of the year, 44% of agents anticipated 
rental growth in 2014. That figure has now risen to 
52%, with 7% of agents expecting rents to rise by 
more than 5% over the year. Two-fifths of agents 
expect rental demand from European countries to 
rise over 2014 and, as the student lettings season 
gets under way, 37% of agents expect more 
overseas students than in 2013.

Overview
Mounting confidence and an improving economic 
backdrop is beginning to filter through to the rental 
market of central London. While 2013 was the year 
of high rental supply, subdued demand and static 
rents, the start of 2014 has seen the market start to 
stabilise. 

There is still some way to go and the balance of 
agents in our Spring 2014 Agent Survey are still 
reporting falling demand, viewings and transactions 
over the past three months. However, the proportion 
of agents reporting these is lower than in the three 
months leading up to our Winter Survey, 
suggesting that conditions are easing. Meanwhile, 
corporate demand is starting to improve, 
particularly in the lower to mid-price thresholds.

As a result, average rents achieved have started to 
rise across our survey area. In the first quarter of 
2014, they were 2.1% higher than in the 
corresponding period in 2013, with strongest 
growth in the North and Central parts.

Lower thresholds more balanced  
Conditions differ across the market. With budgets 
squeezed and tenants remaining cost sensitive, the 
lower end of the market is in greatest demand. In 
our Spring survey, agents report increased numbers 
of tenants looking for properties under £750 per 
week, fairly static demand up to £2,000 per week 

Rents starting to pick up in all areas

SOURCE: LONRES SPRING 2014 SURVEY OF LETTINGS AGENTS, SHOWING 
PERCENTAGE OF AGENT RESPONSES

SOURCE: LONRES, SHOWING YEAR ON YEAR CHANGE IN AVERAGE RENTS PAID  
I.E. Q1 2014 FIGURE IS CHANGE BETWEEN Q1 2014 AND Q1 2013
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agents report increase in time 
taken to let in past three months

expect average rents to  
rise over 2014

agents have seen increase in 
tenants negotiating on rents  

on new tenancies

agents report increase in new 
instructions in past three months

Letting agent responses  
to Spring 2014 Survey

Lettings

Supply/demand balance in the rental market 
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So far, 2014 has shown continued steady improvement off the  
back of positive third and fourth quarters seen in 2013. We now  
find the market is at a crossroads as the surplus in lettings stock 
starts to recede, owing to the improved sales market or as owners 
sell ahead of changes in taxation. 

However, tenants are still indecisive, they are showing no urgency  
in taking up properties and expect to make offers below asking price.  

We have noticed that one and two bedroom flats (typically in good 
demand) are currently on the market for longer than usual. However, 
we anticipate that as we move through the year, and as economic 
conditions improve and demand rises, this imbalance will start to  
 

correct itself and tenants will start to show their commitment. We 
expect market conditions to stabilise from Easter onwards and 
forecast conservative growth of 2% in average rental values in 
2014.

There are some positive signs for the top end of the market.  
With improved economic indicators, we are seeing a marked 
increase in demand for corporate lets in the prime central  
London areas of Knightsbridge, Belgravia and Mayfair. 

In addition, overseas senior executives in the shipping, insurance, 
mining and banking sectors are coming back to London and 
generating demand for homes at over £5,000 per week. 

Anshul Raja
on The LeTTIngS MARKeT 

Lettings Director, Central London,  
Chesterton humberts

LonReS ReSIDenTIAL RevIew 
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lump sum. This could impact the buy-to-let market,  
as pensioners look for alternative ways to secure long 
term income. As a result, competition could intensify, 
particularly between first time buyer and buy to let 
investors, which in turn could lead to a rise in values  
at the lower end of the market.

The recovery in the housing market continues to gain 
pace. In March, the Nationwide House Price Index 
reported a 0.4% increase in UK house prices, 9.5% 
higher than March 2013. Mortgage lending is also 
strong, with the Council of Mortgage Lenders 
members recording their strongest February 
performance since 2008. The construction sector  
is becoming increasingly buoyant. In March, British 
house builder Bellway announced that it had beaten 
its first half-year profits, and is predicting sales 
volumes will rise by as much as 20% in its full financial 
year. One cloud, in an otherwise bright horizon, is the 
issue of housing supply, with the RICS February 2014 
UK Residential Market Survey reporting that supply is 
falling well short of required levels.

The latest upturn in the UK housing market makes for 
good headlines, but admittedly the sustainability of 
the recovery remains uncertain. With inflation now 
below target, there are questions surrounding how 
long it will be before the BoE raises interest rates. As 
we progress through the year, the forthcoming 2015 
general election could dampen activity rates as house 
buyers and sellers adopt a ‘wait and see’ approach.

The mood in the first quarter of 2014 has been upbeat, 
with the UK economy going from strength to strength, 
falling unemployment, rising consumer confidence 
and interest rates still at a record low. These favourable 
conditions have positively impacted the UK property 
market, with house prices now rising countrywide. 

There is certainly an air of confidence in the UK 
economy, with the OBR forecasting GDP growth  
of 2.7% this year. Inflation has been below the 
government’s 2% target for two consecutive months, 
with the latest February estimate at 1.7%. Interest 
rates remain attractive to homebuyers, with the BoE 
continuing to hold rates at 0.5%. Employment levels 
are rising, with official data confirming that 
unemployment fell to 7.2% in the three month  
period between November 2013 and January 2014.  
Consumer sentiment has also reached its highest 
level since mid-2007, according to the latest March 
GfK consumer confidence index.

There were no big surprises in the April Budget.  
The construction industry and new build homebuyers 
received a boost, with phase 1 of the government’s 
Help to Buy scheme extended to 2020. The only 
change to stamp duty was for corporate buyers 
purchasing houses over £500,000, where the rate  
has been increased to 15%. One indirect budgetary 
change that could impact the housing market is the 
overhaul of UK pensions. Pensioners will no longer 
have to buy an annuity and can instead opt to take a 

The UK housing market has dominated headlines 
in the first quarter of the year, with many column 
inches devoted to reporting its recovery. House 
prices have risen nationwide, as consumer 
demand has picked up in response to improving 
economic conditions. This significant turnaround 
has led to a number of market commentators 
voicing concerns that the UK housing market is 
now on course to overheat; a situation that the 
Bank of England (BoE) is monitoring closely.

Annual uK house price growth Monthly secured gross lending (£m)

43%

-5

29,557

increase in gross mortgage  
lending in February 2014  

compared to February 2013
CML

headline consumer confidence in 
March 2014, up from -7 in February

GFK

new homes registered between 
December 2013 and February  
2014, up from 26,004 in same 

 period 12 months earlier
NHBC

The national picture

8.5%
forecast for house price  

growth in 2014
OFFICE FOR BUDGET RESPONSIBILITY
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property professionals registered with Databiens.com have noted a rise 
in applicants over the last 12 months, and most particularly since the 
beginning of 2014, as prospective investors weigh up their options and 
identify opportunities. So far in April 2014, applicants have reached a 
record high, with more than 30 per estate agent. At present, most 
purchasing activity is in the sub €1 million category, which is 
maintaining price stability.  

In general, the market has become much more of a ‘buyers’ market’. 
Heightened negative press coverage on the performance of the 
residential sector means buyers continue to expect to negotiate on 
prices. This has driven the difference between asking and achieved 
prices to in excess of 8%, as vendors increasingly accept lower offers. 

Price correction likely
It is the top end of the housing market, where there is a clear surplus  
in stock, which is likely to witness the greatest price correction in 2014. 
The introduction of a wealth tax on assets valued over €1.3 million has 
meant that supply in this price category has risen considerably, while 
turnover has stagnated. There is now more than double and triple the 
volume of four bedroom homes on the market as there are one and  
two bedroom properties respectively. 

Rising stock is putting downward pressure on prices. Since Q3 2011,  
the average achieved price of three bedroom homes has been driven 
down from approximately €1.5 million to just above €1 million in  
Q1 2014. Moving forward over the course of the year, there is likely  
to be a substantial drop in prices in this prime market segment. 

Overview
Although house prices across France dropped marginally in 2013  
(prices in the final quarter of 2013 were 4% below their Q3 2011 peak),  
it was sales volumes which slowed the most as demand weakened. A 
number of factors continue to affect the performance of the housing 
market, including national economic conditions (low growth and high 
unemployment) and a lack of household confidence. Additionally, the 
question of interest rate rises, changes to value-added taxes and stamp 
duty generate further concern among prospective buyers. In politics, 
local elections prompted a government reshuffle with President Hollande 
replacing the country’s prime minister to bolster falling confidence.

Introduction of the Loi ALUR
For the residential investment market, it is the recent adoption of the  
Loi ALUR which will have the most impact. The law (introduced on  
24 March 2014) will seek to contain growth in rental values in line with 
RPI, as well as to regulate rental values by location (additions may be 
permitted for exceptional properties in terms of situation and fit-out, 
although this can be contested by tenants). This, coupled with existing 
laws restricting how landlords dispose of rental properties, make the 
buy-to-let investment story even less compelling. 

In the sales market, recent legislative changes have seen the 
introduction of more administrative steps required by property  
sales agents, which will likely further slow the sales process. 

A buyers’ market
Transaction volumes for this time of year are far below their 2010 peak. 
Low confidence means vendors are also reticent to sell their properties 
for fear of not finding a forward purchase. This, coupled with very low 
new build volumes, means available stock has fallen. Concurrently, Paris 

French housing and fiscal 
policies continue to have a 
negative impact on the 
performance of the housing 
market. If vendors’ and buyers’ 
expectations continue to fail to 
meet on prices in prime areas 
of Paris, 2014 may see some 
price deterioration at the top 
end of the market.  

Supply is falling while buyer interest is rising vendors are increasingly accepting lower offers on Paris homes

Paris residential market
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SOURCE: LONRES CHART SHOWS % OF SALES IN Q1 2014 COMPARED TO PROPERTIES CURRENTLY AVAILABLE.
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growth. While houses have seen a rise in supply of between 10% and 
12% for all price ranges over £2 million, it is flats valued between  
£2 - £5 million and over £10 million where the rise in supply has been 
most pronounced – 24% and 26% respectively. 

How do these supply levels relate to market activity?
To put these supply increases into context, we have looked at 
transactional activity levels as a gauge of demand. For example, 
apartments account for 80% of available supply across central London. 
At the same time, 80% of properties sold in the first quarter of this 
year (Q1) have been flats, which would suggest that supply and 
demand levels have been fairly balanced. However, there is variation 
when we consider the pricing of properties. Some 32% of all sales in 
Q1 have been flats priced between £1 million and £2 million, yet only 
26% of all new supply falls within these parameters. This means 
competition for such properties remains fierce and, in effect, demand 
is still exceeding supply. 

It is at the edges of the market where conditions are most imbalanced. 
Demand outstrips available supply for all properties valued below  
£2 million, and particularly those priced below £1 million. These 
properties have accounted for 36% of sales in Q1 2014, yet only make 
up 30% of available supply. 

At the other end of the scale, there is an over-supply of properties 
above £5 million compared to existing demand, with 11% of sales in 
this price band so far in 2014 but 15% of available supply. Realistic 
pricing of properties here is crucial, with 53% of all properties valued 
over £5 million having been sold at less than 95% of their initial asking 
price. Conversely, with properties valued at under £1 million, 26% have 
been sold at over 101% of the initial asking price. Buyers have ensured, 
however, that final sales prices fall below the 5% stamp duty threshold. 

In summary, restricted supply has been key in supporting values in 
prime central London for some time. While this still holds in many 
parts of the market, the dynamic is changing in other segments. 
Although much is currently being written about a house price bubble, 
we would suggest that closely monitoring changes in supply and 
demand will prove critical to understanding future trends in the market.

An update on supply

It is widely acknowledged that there has been an 
acute undersupply of housing in central London in 
recent years and that this has been one of the key 
drivers for price growth. However, it appears that 
this supply situation could be changing. Since the 
beginning of 2014 there has actually been a 17% 
increase in the number of properties for sale across 
central London. On closer inspection of the data it 
is also evident that this trend varies widely in 
different segments of the market. Does this signify 
that the imbalance in supply and demand that has 
typified the London market is beginning to ease?

Supply on the increase in certain parts of the market
There appears to be significant variations in trends in new supply across 
prime central London. For example, Chelsea (SW3) has witnessed a 43% 
increase in properties coming onto the market since the beginning of 
2014 and accounts for 25% of all new supply currently available. The 
Borough of Westminster (SW1) accounts for the greatest proportion of 
new supply (28%), with over 1050 properties currently available. This 
represents a rise in supply of 17% (circa 150 properties) since the 
beginning of the year. 

However, it’s a different story in South Kensington (SW7). Here, a 
shortage in supply is perhaps most acute, with 6% less properties 
available in the area compared to the beginning of the year. There are 
only 528 properties currently available within the area. 

Looking at supply levels with regard to different price bands, increases 
have been most dramatic for properties valued between £2 million and 
£5 million and over £10 million. In the market over £10 million, there has 
been a rise of 18% in the number of properties marketed. There are 
currently 168 properties available at this level of the market, with Mayfair 
having witnessed the greatest proportional increase in supply since January. 

For properties valued between £2 - £5 million, supply has increased by 23% 
and all five central areas (W1, SW1, SW3, SW7 and SW10) have seen 

Demand outstripping supply at the lower end
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Dataloft and Lonres
In partnership with Lonres, Dataloft uses its own analysis tools and models to 
evaluate trends in Lonres data as well as the wider housing market, providing 
value added commentary for Lonres subscribers. 

Services available
Dataloft specialises in providing comprehensive publications and marketing 
collateral on the residential property market. Our team of industry-leading 
experts provide high quality research and property market commentary at both 
national and micro levels. We present our information in a digestible, attractive 
format and the wide range of products available give a competitive edge and 
profile-raising opportunities to clients as well as informing business strategy.

Disclaimer: This report is produced for general information only. Whilst every effort has been made to ensure the accuracy 
of this publication, Dataloft Ltd accepts no liability for any loss or damage of any nature arising from its use. At all times the 
content remains the property of Dataloft Ltd under copyright and reproduction of all or part of it in any form is prohibited 
without written permission from Dataloft Ltd. 

Date of publication: April 2014 All data and charts supplied by 
Dataloft, www.dataloft.co.uk

About this publication
This newsletter was written for Lonres by 
Dataloft. By utilising Lonres and other 
valuable sets of data, Dataloft provides a 
unique and bespoke service to Lonres’ 
clients. Through analysing data and writing 
market commentary on their behalf, at both 
a local and national level, Dataloft provide 
marketing material that raises the profile of 
their clients and helps to cement their 
position as experts in their areas. 

For more information please visit www.dataloft.co.uk or contact Harriet Black on 01962 867712.

lonres.com limited n first floor n 37 Battersea Square n London n Sw11 3RA

Telephone: 020 7924 6622
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