The Sales Market - Market Commentary
2013 has been a year of increased
values across London. Capital returns
have been positive in almost all London
boroughs. In the key areas of central
London the best performer (perhaps
surprisingly) has been Lambeth but
most areas have done well (see land
registry figures in table 1 over the page).
The rental market has been quieter due
to improved supply, but good properties
are still letting well even though rents
have been under pressure. Some of the
risks for the property market have
receded over the last year with the
Eurozone break up now seeming to be a
distant memory, and although others
remain like UK taxation, and the
contraction of American quantitative
easing, it is clear to us that demand will
continue to outstrip supply for the
foreseeable future. The questions for me
are - How Long will prices continue to
increase? How much can prices
increase? Where to purchase property?
The Land Registry figures confirm
London continues to be the
“powerhouse” behind the UK with an
average annual change for London
residential property at 8.7% in 2013.
The best performing other area of the
UK is the South East at 4%. However
the average price changes do mask some
wide variations across the Capital; As
already mentioned, Lambeth was the
best borough in London at 13.1%, whilst
Newham shows negative annual growth
of -0.8%.
For 2014 the general consensus is more
of the same with predictions of between
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8% and 8.5% growth in London property
prices. We agree but believe this average
figure may be exceeded in 2014 before
growth slows in 2015 and 2016.
However we can also see a doubling in
London property prices within 10 years
as long as economic growth continues.
At the same time we believe price
variations across London will be a
continuing pattern in the coming years
and both Knight Frank and Savills
research departments seem to agree.
Knight Frank residential research asked
the question “is there a risk of
oversupply in the (London) housing
market ?” On the supply side there has
been a rise in development activity
which has been caused by London
“nominal GVA” growing between 2007
and 2011 by over 12% which compares
with the UK figure for this period of
approx. 6%. “On the ground” we have
seen London businesses growing for a
couple of years. However the availability
of land in London varies across the
boroughs and so Knight Frank did some
analysis of the projected housing supply
between 2013 and 2022. Looking at the
boroughs in the table 1, Greenwich and
Newham both have new supply at
around 10% and I do not believe it is a
coincidence that both these areas have
had lower capital growth figures (see
table). In general Knight Frank estimate
the forecast annual demand will be 4186
units per year, which is compared with
forecast annual completions of 1970
units per year, and most London areas
don't have too much of a supply problem
with massive “pent up” demand from
buyers.
Next page !
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" Sales Market Continued
However we believe areas with a higher
risk of over supply are Newham, Tower
Hamlets and Greenwich. As you can see
from the chart Wandsworth does have a
larger supply issue than other boroughs,
but this is due to the new massive
development from Battersea power
station up to Vauxhall, and we believe
the supply issue here is countered by the
re-classification of this area as “Prime
Central”. Also due to the pent up
demand in the area, we believe
Wandsworth will continue to grow, and
the new supply should actually improve
prices as there is more volume of
transactions. Other London boroughs in
the chart with Kensington and Chelsea
at 0-1% and others up to around 5%
mean that we would not expect to have a
general
over
supply
problem.
Kensington and Chelsea should
therefore continue to show strong price
growth due to the lack of supply. With
the average price in the borough now at
£840,000 the price range for 2 bed
purchases will be in the range £1 to £2
million.
Savills research have also provided
some useful research on buyers in
London and the areas they prefer. They
advise the London population currently
estimated at 8,173,941 will increase by
1 million by 2021 and on this basis we
need to build 50,000 new homes every
year to satisfy this demand. Approx 57%
of these homes are needed at the lower
end of the market which they consider
are priced below £450 psf, whilst
approx. 37% are required in the mid to
upper end of the market, priced in the
£500 to £1000 psf range (this equates to
2 bed flats in the range £280,000 to
£570,000). However builders seem to
focus on the wealthier end of the market,
only approx 6% of demand at prices
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(Source Knight Frank
Research)

TABLE 1
The Residential Sales Market AnnualPrice Change
(Source Land Registry)

Year to: Oct 11 Oct 12
Barking and Dagenham
0.5%
1.6%
City of Westminster
9.1%
14.6%
Greenwich
0.8%
2.6%
Hammersmith and Fulham
5.2%
10.0%
Kensingtn and Chelsea
10.1%
15.9%
Lambeth
2.4%
6.8%
Lewisham
0.5%
4.4%
Southwark
0.6%
7.0%
Wandsworth
1.6%
8.6%
Newham
newly added
Tower Hamlets
newly added
between £1000 to £2000 psf. Savills
therefore believe there is a danger of
over supply at higher levels.
We believe this indicates strong demand
and therefore strong price growth in
what we would call the mass market
london properties below £2 million.
Availability and stock selection will be
important.
Savills have also looked at where will be
the next expansion of prime London. The
catalyst for “priming” of an area is often
new regenerating developments and
infrastructure improvements. This is
actually taking place in the Nine Elms
area where enormous investment is
creating a new destination shopping
centre as well as employment and
residential. By pulling wealth into an
area the increase in its diversity and
desirability attracts more buyers. Other
areas which have benefited from this
regeneration are north of Hyde Park and
east of the city. Some prime markets
such as Islington and Fulham have

Oct 13
2.9%
9.0%
5.8%
12.4%
8.2%
13.1%
10.2%
10.1%
12.3%
-0.8%
6.5%

Housing supply
% of total delivery
3-4%
2-3%
10-11%
5-6%
0-1%
3-4%
5-6%
4-5%
8-9%
9-10%
7-8%

matured, whilst other areas such as
Victoria and Earls Court are set for
significant regeneration. We would also
add Vauxhall to Elephant and Castle
which are benefitting from massive
investment.
So where do we believe investors
should look; we think good
residential areas like Fulham ,
Kensington, Notting Hill and
Clapham will continue to do well.
Higher risk areas to be considered
are Vauxhall and Elephant and
Castle where there are large new
developments and infrastructure
which will change the dynamics of
these areas.
In summary we are predicting good capital
growth for properties in the “second hand”
market which we believe may double in
value over the next 10 years.

Article end !

Mortgage Update
Dan Longworth, Francis Stone Ltd
Another interesting year for the buy to let
mortgage market with many positive
changes being made by lenders
throughout 2013. Lenders remain very
keen to lend to landlords and they
continue to demonstrate this through
both their rate pricing and their lending
criteria. Both Nat West and Santander
reduced their rental calculation recently
with the Nat West change being the most
significant with their stress test rate
reducing from 7% to 5.25%. Santander
have reduced their rate to 5% ahead of
their plans in 2014 to significantly
increase their share of the buy to let
market. Birmingham Midshires have
also removed their £25,000 minimum
income criteria for all buy to let
applications which will really help those
landlords with less traditional income
streams.
The
latest
National
Landlords
Association survey states that over 56%
of landlords now have a preference for
longer term fixed rate mortgage deals.
According to the survey only 39% of
landlords would be confident of meeting
mortgage payments with a 3% rise in
interest rates and 33% would have no
confidence in their ability to do so. This
year we have seen lenders reducing the
costs of longer term fixed rates with a
current 5 year rate being priced at
3.79%. Buy to let Trackers currently
start from 1.99% with two year fixed
rates priced at 2.49%.
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We should see further improvements to
the market next year as lenders continue
to vie for market share. With continued
improvements to criteria making low buy
to let rates more accessible to more
investors then 2014 promises to be
another profitable year.”
If you know of any friends or colleagues
looking for mortgage advice, I would be
very grateful if you could pass on my
details.

Dan Longworth
Francis Stone Ltd
Independent Mortgage Broker
107-111 Fleet St
London EC4A 2AB
Direct: 0203 053 3705
Mobile: 07786 810 039

The Rental Market - Market Commentary
Most research houses now agree the
rental market in London has suffered in
2013. Temples recorded an average
level of negative rental growth at -0.5%
for the year. As usual this masks
variations between areas and also across
the type of property available. On
average 1 and 2 bedroom flats have seen
rental levels flat this year , however in
some cases we have seen 3 and 4
bedroom properties showing growth
exceeding 5%. London Property
Watch.co.uk believes 3 bedroom
properties have increased by 8.7%
between November 2012 and November
2013, whilst 4 bedroom properties have
done even better.
We believe rental growth will come back
in 2014 because we expect economic
growth to feed through in to wages
growth during the year. However we
expect this will average at around 1-2%
in 2014 and with the greater supply of
new build properties completing in 2015
to 2020 we don't expect rental growth to
increase above this level until perhaps
beyond 2017 with a large percentage of
properties purchased by investors when
CHART 2
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CHART 1

increasing interest rates will start to slow
capital growth. We remain of the view
that well located properties in good
condition will continue to have low void
periods due to the vibrant London
economy.

Looking back at Chart 1 (above) for this
time in 2012 RBS were predicting the
base rate to rise late 2013, this then
changed drastically in 2012, and the first
rise was predicted for early 2017 with
some pundits even predicting no change
until 2018 or 2019. Now in 2013 we have
had no base rate rises since 2009 (4 years
so far) and RBS are now predicting rates
to rise in the last quarter of 2016 (not
substantially different from a year ago).
I believe rates may rise sooner than this
because the economy is now growing
faster than anticipated but I expect we
have now got used to very low interest
rates and when they do rise I expect
them to increase by 0.25% at a time and
perhaps peak at 1.5 or 2%, but higher
than this could cause serious problems
for the recovery. I would be interested in
any feedback via @propertymaestro
Next page !

CHART 3

Sales Volume Graph

Sales volumes for property in London
have changed substantially in 2013.
This graph shows how the number of
transactions has increased in almost all
price brackets in London with the
average volume increase in the last 12
months being over 15%. The only real
surprise is the increase in the number of
transactions above £2 million (up from
119 to 194). The total number of
transactions is now just under 10,000 so
we expect this to be exceeded in 2014
although this still remains well below
the volume of transactions in
2007/2008.
Article end !

Legal Update
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Section 21 Notices - In a recent
case of Spencer v Taylor the court
of appeal ruled just 2 months
notice is required to end an assured
shorthold tenancy after the end of the
fixed term.
For years it had been believed that once
the fixed term had come to an end and
the tenancy had become a statutory
periodic tenancy, landlords had to serve
a notice which may need almost 3
months notice. This requirement has
caused confusion for landlords and also
for agents but now the court has ruled
the 2 months can start and end whenever
you like so life has just got a little easier.
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Office of Fair Trading (OFT) - the
OFT announced in December
2013 they were launching a
market study in to the field of
residential property management for
leasehold property in England and
Wales (Block Management). The OFT
has invited interested persons to make
comment and the scope of the study is
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set out on their website at the following
link:
http://www.oft.gov.uk/OFTwork/marketswork/residential-propertymanagement/#.UsM2L3lTjwI

3

Data Protection - there is often
some confusion about Data
Protection laws in the UK. In what
circumstances can Landlords, tenants,

agents and contractors give out each
others details and those of third parties?
There is a concern about the breach of
the Data Protection Act 1988, but also
anyone who processes personal
information must comply with eight
principles of the Data Protection Act.
Next page !

" Legal Update Continued
Personal information must be:
• Fairly and lawfully processed
• Processed for limited purposes
• Adequate, relevant and not excessive
• Accurate and up to date
• Not kept for longer than is necessary
• Processed in line with your rights
• Secure
• Not transferred to other countries
without adequate protection
Unlawfully obtaining and accessing
personal data is a criminal offence under
s55 of the Data Protection Act 1998.
Organisations processing personal
information are required to register with
the information commissioner and
failure to notify is a criminal offence.
The Information Commissioners website
provides lots of useful information but
our advice is to follow the principles
above, check the website and before
releasing any information always make
sure consent has been obtained.
http://www.ico.org.uk
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There are lots more details to follow but
landlords and agents will have to be
careful and have good checking
processes because it looks like it will be
fine first and then appeal, general
clauses in tenancies will not work, and
Section 28 provides that a code of
practice is to be issued to ensure
compliance with the Equality Act 2010
and race relations. Make sure you are
aware of the provisions when this bill
becomes law.

If the bill becomes law, people living in
the UK without the “right to rent” are to
be prohibited from renting premises in
the UK. Section 17 of the bill provides
that
persons
“disqualified
by
immigration status” are not to be granted
tenancies. The agent / landlord will be
responsible for checking and may face a
penalty of up to £3000.

Property Owners be aware of
fraudulent transfers - As a property
owner your interest is probably
registered with the land registry but as
you do not live in the property yourself,
you could be a target for fraudsters. One
type of fraud becoming more common
involves fraudsters transferring a
property in to their own name and then
securing a mortgage against it.
Having converted the equity in the
owners property in to cash the fraudster
then disappears and defaults on the
mortgage leaving the true owner to deal

Immigration Bill 2013 - this
immigration bill is still going
through parliament but it currently
contains requirements which will
change things for landlords and agents
in 2014 if it proceeds; landlords and
agents will be required the check the
immigration status of tenants with
penalties for failure to comply.
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with the consequences! This happened
in Barclays v Guy. So how do you
minimize this risk? If you do not live in
your property you must make sure the
register shows you and your address (by
using a unilateral notice). Make sure you
provide your current address for
correspondence and update when you
move…..its all free but you may need to
complete some forms.
There were other changes in 2013 for
Prescribed forms for the Tenancy
Deposit schemes, and also requirements
for agents to advertise their fees to
tenants at the time of marketing.
However these changes have now been
in place for some time so we have not
commented any further in this legal
update. Needless to say we will continue
to stay up to date with changes in the
Residential Property market in 2014 and
if you would like to ask any question
please send a message or a tweet to
@propertymaestro
Article end !

