
LCPq: London Central Portfolio Quarterly Review
Prime Central London (PCL) Market Outlook Q1 2017

London Central Portfolio (LCP) specialises in Prime Central London (PCL) residential investment with a specific focus on the Private Rented Sector (PRS). This report has been compiled following the release of 
HM Land Registry Quarterly Statistics on June 20th 2017, independently verified by Land Registry specialists, ACADATA in partnership with LCP. 

PCL is defined as the Royal Borough of Kensington & Chelsea and the City of Westminster.

Average prices reached an all time high in Q1 2017, according to new quarterly statistics 
released by HM Land Registry. They exceeded £1.9m at the end of Q1, showing a 4.6% price increase. 
On a rolling annual basis, prices are now 5.4% higher than two years ago (Q1 2015).

The increase in average annual prices consolidates a slight increase in Q4 of 
2.2%. This follows consistent falls since Q1 2015. 

This uplift in average prices, however, has been buoyed by an increased 
proportion of more expensive properties being transacted. There was an 8.5% 
increase in transactions between £2m and £5m, as international buyers, often purchasing London 
homes, took advantage of significant price discounts and beneficial exchange rates. 1,914,789
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Prime Central London (PCL):
 Headline q1 2017 Results

Prime Central London: A nuanced picture as prices increase but sales reach an all time low

Despite Brexit and residential tax changes impacting sentiment, PCL showed signs of price growth in Q1 2017. Investor preference 
for safe havens in the face of global uncertainty,  coupled with discounted prices and a weak sterling, provided a positive stimulus. 
However, with the unexpected result of the UK’s snap General Election, this trend is likely to be reversed as confidence wavers. 

In contrast to prices, transactions remain down. Sales in Q1 fell a further 21% over 
Q4 2016 with just 3,406 sales taking place over the last 12 months, a fall of 41% over the previous year. 
This brings volumes to the lowest on record, lower than during the Global Financial Crisis (GFC). 
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Prime Central London: A nuanced picture as prices increase but sales reach an all time low

Looking Forward: How will the UK General Election result impact Prime Central London?
Despite the Conservative Government now coming to an agreement with Northern Ireland’s DUP on a confidence and supply vote, the UK looks set to face a period 
of uncertainty, historically unattractive to inward investment. Despite this, there is reason for slight optimism as the possibility of a second EU referendum recedes 
and the weakened position of the Conservative party would suggest the UK will now be on course for a softer Brexit. 

This outcome may be more encouraging for institutions considering their position in The City and for international investors looking at the UK, when global events 
such as the continuing Trump-Russia affair and destabilisation in the Middle East is causing even greater economic and political flux on the global stage. Meanwhile, 
the long term fundamentals of PCL, both as a go-to destination and a safe haven asset class, underwritten by the rule of law, remain very much in place.  

Further tax increases targeted at property investors are also less likely to occur as the UK Government focuses on navigating Brexit talks, alongside managing its 
smaller majority. Buyers are already assimilating the extra costs they have been faced with, through fairly aggressive price discounting which will set a new baseline 
for future growth. In addition, sterling is anticipated to remain weak, encouraging more active international investors to take advantage of the opportunity.

Nevertheless, it is expected that transactions will continue to fall until investors generally feel more confident to enter the market. This will particularly be the case in 
the new build sector which has an expensive, commoditised and over-supplied pipeline. 

What is driving current price growth in Prime Central London?
Over the last quarter, average annual prices in PCL have picked up, consolidating a slight increase in Q4 2016. This follows two years of negative growth, resulting from 
investor uncertainty caused by the 2015 General Election, the EU referendum and successive increases in residential taxes. Whilst positive news, this does not appear to 
be a return to long term trend, but rather the knock on effect of other market dynamics.

The increase in average prices is more likely to reflect a greater proportion of higher value properties being sold, rather than any real underlying price growth. Transaction 
data shows that the £2m to £5m price bracket was particularly active last year, reflecting the only annual increase in sales (8.5%). This can, in part, be attributed to 
international homebuyers taking advantage of price discounts offered on top-end properties and beneficial currency exchange rates. Prices are now 13% cheaper for dollar 
denominated investors than at the beginning of 2015. On the other hand, owners of lower value rental properties are tending to hold on to their stock until the market 
hardens. 

Volume of Sales
% Change by Price Band

2016 vs 2015

USD ($) Currency Adjusted Prices in PCL
Q1 2015 to date

Buyers are also increasingly acquiring in their own names, rather than 
in companies, or de-enveloping their existing properties from corporate 
wrappers. These properties will now be captured by Land Registry. This 
is most apparent at the top end of the market where the forthcoming 
‘look through’ non-dom Inheritance Tax (40%), coupled with the Annual 
Tax for Enveloped Dwellings (up to £218,000p.a.), has made purchasing 
through corporate wrappers less attractive. HMRC data reflects this, with 
a 14% fall in properties above £2m held in this way since 2013. 

Analysing like-for-like sales, Land Registry’s monthly index confirms  
very little genuine price growth. The City of Westminster has seen a 3.2% 
increase, whilst Kensington & Chelsea has seen a slight fall in prices of 
0.7% over the last year.
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Sales and rents continue to fall for New Builds as the crisis deepens
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With completed new build sales now registered for 2016, the marked effect that residential 
tax changes have had on this market becomes clearer. As is now being seen, a saturation 
of over-priced, over-supplied ‘commodity style’ property is resulting in softening prices, a 
dynamic which has been conspicuous amongst signature new build schemes during other 
periods of economic instability. 

According to Land Registry’s Price Paid Data, new developments in Prime Central London 
(PCL) have been worst affected. Completed sales of new flats were down 41.4% at the end 
of 2016, compared with the previous year, whilst average prices also fell 8.7% over the same 
period to £1.9m. 

According to LCP’s analysis, the luxury sector saw the biggest reduction in sales. Following 
three successive Stamp Duty increases since 2012, a rise from 5% to 15% for some purchases, 
alongside other aggressive tax hits on foreign ownership, a 57% fall in new build sales over 
£5m was recorded. 

Inner London, made up of the nine inner boroughs outside PCL and including landmark 
developments such as the Battersea - Nine Elms stretch, also saw reductions in new build 
sales completions and prices. As with PCL, the luxury end saw the biggest fall, with new 
build sales for flats above £5m down 51% across the year.

Sales

In much the same way as the sales market, there is increasing fragmentation in the lettings 
market, according to property type (new build or traditional stock), price point and product 
quality. 

According to LCP’s research, the new build rental market has begun to suffer as large 
numbers of the planned 22,000 units between Battersea and Nine Elms have come to 
market. There has been a 28.1% increase in available property in Q1 2017, accompanied by 
a 6% discount in asking rents. 

Despite the increased supply of properties, the number actually let has dropped 14.8% over 
the same period. There has also been a fall in achieved rents of 2.8%, despite the discount 
in asking rents.  This is due to tenants’ increased bargaining power due to over-supply, 
exacerbated by high asking rents for flats in new developments at a time when corporate 
housing budgets are being tightened. 

Rentals

28.1% 
increase in

available rental
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Greater London is principally a domestic market where 8 million people live, representing 
12.5% of the UK population. As a result, property prices are driven by local factors: the state 
of the national economy, employment and the cost and availability of mortgage finance. 

Outside the luxury new build sector, this market has been largely unaffected by the relentless 
introduction of new taxes affecting PCL. Despite this, demand in Greater London saw 
notable falls over the last quarter, with sales down 19% over the end of last year. 

Quarterly price growth also stagnated, seeing a marginal increase of 1.2%, bringing average 
prices in the area to £610,141. 

These results reflect the current state of the UK economy, 
with issues such as Brexit  and rising inflation impacting 
the ‘feel good’ factor which drives domestic buyers’ 
decisions. 

The sluggish performance of Greater London is also due 
to new caps on mortgage lending. This has restricted 
borrowing to 4.5 times salaries, hampering buyers’ 
ability to get onto the housing ladder or trade up. 

These domestic issues are exacerbated by the growing new build crisis which has seen 
international speculators pull back in the face of uncertain or negative returns. 

The market in Greater London

The market in England and Wales
As was seen at the end of last year, the trend of slowing price growth has continued in England 
and Wales in Q1 2017. Like Greater London, weaker sentiment and restrictions on mortgage 
lending have brought the steady growth seen from 2013 - 2015, as the market made its long 
overdue recovery from the Credit Crunch, to an abrupt slow down. In the first quarter of 
this year, prices increased just 0.29%, bringing annual price growth to a below inflation 2%

Despite Government initiatives to support aspiring buyers 
with reductions in basic rate Stamp Duty and their flagship 
Help to Buy scheme, sales in England and Wales in Q1 saw 
their biggest quarterly fall in six years, equivalent to the fall 
during the financial crisis. 

According to the latest Land Registry statistics, transactions 
were down 26% in Q1 2017 with only 820,478 sales taking 
place over the last 12 months.
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Changes in PCL’s mainstream rents

Source: Lonres (quarterly annual change)

In contrast to the sluggish performance of the new build lettings market, the picture is stronger in 
Prime Central London where new build units are limited. 

A dynamic which was notable during the Credit Crunch is again apparent as corporate housing 
budgets are squeezed. Once more tenants are prioritising location over size and shunning higher 
priced new developments for quality period stock. This is reinforced by a trend for the globally 
mobile to seek highly specified micro-apartments. 

Over the last quarter, LCP’s newly refurbished one bedroom period properties in PCL have seen 
the most robust performance, demonstrating a 3.6% increase in 
projected rents.

Following a period of stock increases as owners opted to let 
rather than sell in the current market conditions, available rental 
properties have now decreased 6.3%. With less high quality stock 
available for tenants, the turn around time between tenancies in 
LCP’s managed portfolio in PCL averages just 30 days compared 
with 86 days for the market as a whole, according to Lonres. 

The Rental Market in PCL
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Available Rental Property in PCL

A tax efficient opportunity to invest in a quoted company 
already holding 35 high performing rental properties in 
central london which is to make further acquisitions. It is 
targeting an IRR in excess of 10%, including annual interim 

distributions of 5% following the acquisition period. 

From London Central Portfolio
londoncentralportfolio.com  • +44 (0) 20 7723 1733  •  info@londoncentralportfolio.com 
Property Acquisition  •  Design & Refurbishment  •  Letting & Rental Management  •  Asset Management

London Central Apartments IV

LCP to launch new PRS property fund

LCP is now accepting registrations of interest to invest in London Central Apartments IV (LCA 
IV), which will target Prime Central London’s mainstream Private Rented Sector (PRS). 

It will invest in an existing portfolio of high performing properties, which will be actively expanded, 
targeting an IRR in excess of 10%, including annual interim distributions of 5% following the 
acquisition period. It will also provide structured exit options. 

LCA IV will enable investors to take opportunistic advantage of the PCL market, which currently 
offers significant growth potential, following a period of below average price appreciation due to 
the current tax and political headwinds.  

LCA IV also has significant tax advantages not available for investors if they ‘go-it-alone’ and buy 
directly. It is exempt from both non-resident CGT and the forthcoming ‘look through’ non-dom 
inheritance tax. It is unaffected by reductions in mortgage interest relief and can strategically 
capitalise on lower rates of Stamp Duty. UK investors will benefit from an 8% reduction in CGT 
and subscriptions are available through tax-efficient SIPPs, SASS and ISAs. 

Please note that target rate of return is not a guide to the future. The value of your investment and 
the income from it can go down as well as up. Taxation is subject to change. Full details will be 
provided in an Investment Memorandum.

Void Periods
for LCP’s PCL

Portfolio average
30 days compared with 
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market
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Renewals + 1.0%

Source: LCP (3 months to date)



Changes in PCL’s mainstream rents

Available Rental Property in PCL

Long recognising the importance of Prime Central London residential (PCL) as an 
alternative asset class, LCP was established in 1990 to offer an integrated service 

exclusively representing the interests of investors looking to maximise their returns.

LCP focuses on the “bullseye” around Hyde Park, where scarcity of stock coupled 
with international demand underpins long term price growth. It is the only company 
to specifically target the increasingly important mainstream Private Rented Sector 
(PRS), offering all the relevant market expertise and property services in-house to 
provide a one-stop solution. 

LCP accesses whole-of-market for the best opportunities and uses proprietary financial 
modelling to evaluate each investment. It manages the development & design of the 
assets and provides a letting and management service, optimising capital & rental 
returns. It acts for private clients to individual mandate.

LCP also advises on a number of successful closed-end property investment companies, 
targeting the Private Rented Sector in PCL. LCP is the first company in the UK to have 
developed Sharia compliant options targeting this market.  

LCP has advised clients on USD 1bn of investment in PCL. Since 2000, LCP’s clients 
have seen the value of their investments exceed average market growth by over 31.5%1  

on divestment.

1Market growth refers to the performance of the Flats and Maisonettes sector as measured by HM 
Land Registry from January 2000 to March 2016. The measure is Gross Capital Return before 
transaction costs & SDLT (LCP In-House Research). It includes any uplift in value following 
refurbishment. Past performance is not a guide to the future. The value of any direct or indirect 
investment in property may fall as well as rise. Approved as a financial promotion by F2 Capital 
Ventures LLP (authorised and regulated by the Financial Conduct Authority). All statistics have 
been collated with care but no warranty is given as to their accuracy. The figures contained 
within this document should not be relied upon.
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