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London’s prime market
Remaining resilient

The resilience
of London
Despite the uncertainty
caused by the EU
referendum, the London
property market remains
underpinned by a strong
economic backdrop and
renewed global interest.

London has remained resilient in the face of
an upcoming Brexit. This is reflected in the
wider UK economic data, with most
measures of economic performance; output,
employment and wages are on the up.
For those of you who want the underlying
data, according to the ONS; the second
estimate for 2016Q4 GDP has been revised
up from 0.6% to 0.7%. The employment rate
is 74.6%, the highest since records began.
And the latest data shows weekly earnings
up by 2.2%
As a result, many forecasters have
announced an upgrade in the growth
forecast for 2017. In particular, in the recent
budget, the OBR has increased its forecast
for 2017 to 2%.
Despite worries about the future of London
financial services after Brexit, London still
looks stronger than European markets where
recovery is not yet fully assured and the
political situation is just as unsettling. To
illustrate, ConsesusEconomics show the
2017 GDP forecasts for the UK is higher than
in Germany (1.4) and France (1.3%).
Confirming how attractive London looks in
this uncertain world, the CBRE Global
Investor Intentions Survey shows that
London remains the number one city for real

estate investment destination in Europe.
London has also retained its top ranking in
a survey of global financial centres, just
ahead of New York, according to The Global
Financial Services Index, published by
Z/Yen Group.
So what makes London so attractive? There
are a whole range of factors that underpin its
success. These include:
–– Time zone
–– Use of English as a language
–– Transparent legal system
–– Top quality universities and
education system
–– Transparency of our political and
monetary system
–– High connectivity to international markets,
with Heathrow flying to 194 destinations
These have helped make London a leader in
global finance, with nearly half of all global
derivatives traded over-the-counter occurring
in London. It also has 41% of the global
foreign exchange market; more than New
York and Tokyo combined. And, according to
BIS and Goldman Sachs, London with New
York – is getting more dominant, not less:
Germany and France did much less business
in derivatives and foreign exchange in 2016
than they did in 1995.

Map 1: Prime and super prime prices city comparison ($ per sq ft)
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Although it has been argued that this
dominance is seriously at risk from Brexit,
we are less pessimistic and believe the
impact on employment will be relatively
minor. We know around 23% of the 1m
people in financial services employment
work in EU-facing financial services; this
equates to around 250,000 people. But only
a share of these will be impacted. According
to Oliver Wyman’s report for The CityUK,
the worst case scenario would be around
60-65,000 people across the UK will
be affected. To put into context this
amounts to just 6% of the population
of central London.
And of course there is a lot more to London
than financial services; not least the ever
evolving and expanding creative industries of
tech, media and telecoms. Moreover,
London’s attractiveness as a place to live,
work and play is enhanced by its world class

General Election 2017
The UK Government has announced a
surprise General Election on June 8th.
Theresa May had previously stated she
would not call an election. However, the
move is being viewed as a clear strategy to
strengthen the Government’s hand within
the UK political system and keep Brexit

negotiations on track. A positive election
outcome for Theresa May would also give
her a stronger hand against her own
anti-EU backbenchers.
Regardless of the outcome, Brexit
negotiations would need to continue
(Article 50 has been served) and so we do
not think there will be any subsequent

Reflecting long term growth trends, the
£2,000 per sq ft price point has spread year
on year. With its early roots in Knightsbridge
and Mayfair, the traditional home of
super-prime, it now captures pockets of
Chelsea, Kensington and just north of Hyde
Park. Areas such as Marylebone, Fitzrovia
and Covent Garden are also now firmly within
this territory. And an eastward spread has
meant that pockets of the City and Southbank
are now also achieving this price level.
Following a pick up in construction in 2013
and 2014, the number of housing starts in
prime London has reduced significantly,
according to Molior (by 28% in 2015 and a
further 14% in 2016). This means that going
forward the availability of stock for sale will
be much lower.
material change to our economic backdrop.
Furthermore, we do not think the election
itself will impact the residential market in
any way. This reflects the findings of our
research that shows with the exception
of the last General Election, where
Mansion Tax was a key issue, neither
prices nor transactions are impacted by
the election itself.
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With all this in mind it is unsurprising that
London attracts the most affluent
international buyers. The weaker exchange
rate has acted as a further boost to
international buyers with an effective price
cut; since the EU referendum the pound has
weakened by 15% against the dollar.
Although prices in Sterling have remained
broadly stable over 2016, the weaker
exchange rate has meant prime prices in
London are now, at $2,500, comparatively
lower than New York at $2,800.
Encouragingly, price growth in Prime Central

London has begun to pick up again, with the
latest annual data from Land Registry
showing a 9.8% uplift.

Map 2: The growth of £2,000 per sq ft
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cultural offer. Not only does London house
three of the top ten most visited museums in
the world, but it also has four World-heritage
sites, more than any other in Western
Europe. And it’s not just the built
environment, 40% of London is open green
space, which is more than New York, Berlin,
Paris and Amsterdam.
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London lifestyle

241

22m

200

66

5,000

520

9,224

761

Professional
theatres

Museums and
galleries

Hair salons

Cafes and
restaurants

Theatre visits
per year

Michelin star
restaurants

Hotels

3 of the top10 most visited museums
in the world are in London

4

f
Tower o

World-heritage sites,
more than any other in
western Europe
Kew Ga
rd

London

ens

Gyms

London is the only city in the
world to have hosted the
Summer Olympics three times

enwich

Royal Observatory Gre

Palace of Westm

inster

Reasons to buy in London

One of the
world’s ‘greenest’
cities for its size
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