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With prices being given a boost by the return of first 

time buyers, buy to let investments are continuing 

to produce very healthy returns for investors. Rising 

rental demand coupled with climbing property prices 

has resulted in extremely high average total returns 

of 15.7% for London property.

The improving economy is very marked in the 

London housing market, with rents in buy-to-

let investment areas up 4% year-on-year. The 

improving jobs market means there is higher 

demand for rental properties as some young 

professionals move out of house shares or their 

parents’ house and into their own private rented 

accommodation.

As well as higher rents, improved tenant demand 

has been a factor in lowering void periods between 

lets and reducing rental arrears. We pride ourselves 

on managing these costs and our market-beating 

arrears are below 1%. Our average void period is 

down to an average of just four days.

The strong performance of London house prices 

has been attracting headlines and with year on 

year capital growth of 10.6% that is no surprise. 

London has delivered much better capital returns 

to investors than other parts of the country, with 

house price rises for England and Wales as a whole 

climbing just 3.2% over the same period.

 

The structural shortage of homes in the capital, 

combined with strong population growth and 

inward economic migration mean there are strong 

reasons to expect further capital and rental 

growth over the coming years.

Improved consumer confidence as a result of 

the improving economy and loosening mortgage 

lending does mean that investors face increased 

competition for properties, as first time buyers 

clamber on to the housing ladder. Properties for 

sharers, flats above shops and properties in need 

of renovation continue to be a good option for 

investors as they attract less competition from first 

time buyers.

Rents for London Q4
•  For high yielding buy-to-let 

investment areas, average monthly 

rents were £1,679 in Q4 2013, 

compared to £1,817 in Q3 2013, 

according to ludlowthompson. 

Year-on-year, rents were up 4.0% 

from £1,614 in Q4 2012.

•  For prime London, rents were 

£2,780 and for super prime areas 

they were £5,085

•  On a London-wide basis, average 

rents were £2,090 down 11% from 

Q3 2013 when they were £2,347

Total returns for 
buy-to-let sky high 
as capital values soar 
and rents rise 4%
Unique dynamics of London’s property market make it the 
best option for buy-to-let investors.

Summary from 
Stephen Ludlow 

Chairman

The structural shortageof 

homes in the capital, combined 

with strong populationgrowth 

and inward economic migration 

mean there are strong reasons 

to expect further capital 

and rental growth over the 

coming years.
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Key trends
Some younger renters are starting to move out 

of their parents’ home as the economy and the 

jobs market improve. Across the UK, over 3 

million 20- to 34-year-olds are currently living with 

their parents, so we could see strong demand as 

more of these people move into private rental 

accommodation.

The jobless rate has fallen to 7.1% as economic 

recovery gains pace. This could result in interest 

rates rising sooner than expected, meaning 

landlords should invest sooner rather than later to 

benefit from cheaper mortgage interest rates.

One bed flats to rent are in particular demand 

post-Christmas as co-habiting couples seperate 

after the festive period.

House prices
Average London house prices were £396,646 

in November 2013, up 10.6% year on year from 

£358,532 in November 2012. 

For England and Wales, the respective figures 

were £165,411 in November 2013, up 3.2% from 

November 2012 (£160,241).

Source: Land Registry 

Tenant Profile
The top five European countries for rental 
enquiries at ludlowthompson were:

Voids
Void periods for ludlowthompson managed 

properties dropped to an average of 4 days, down 

from 10 days in Q3. 

Capital Growth
The annual rate of capital growth in London was 

10.6% in November 2013

Source: Land Registry

Yields
For higher yielding London buy-to-let investment 

areas, the average yield was 5.1% in Q4 2013, 

down from 5.6% in Q3 2013 and down marginally 

from 5.3% in Q4 2012. 

Net yields
Net yields in Q4 2013 were 4.0%. Our calculations 

show that total running costs for a buy-to-let 

investment have been running at an average of 

22% of rental income for the last three years.

This includes all costs, such as: 

• Repair and maintenance 

• Letting fees 

• Service charges 

• Other one off cost payments

Total return figure
Gross total return for high yielding London 

buy-to-let investment areas was 15.7%, up from 

11.9% in Q3 2013 and up from 11.2% in Q4 2012.

The net total return for London’s high yielding 

buy-to-let areas was 14.6% up from 10.6% in Q3 

2013 and 10.0% in Q4 2012.

LSL has average total return figures of 8.9% in 

November 2013.

Source: LSL buy-to-let press release. 

Arrears
Core arrears for ludlowthompson managed 

properties were 1.7% in Q4 2013, a slight increase 

on Q3’s 1.6%. For ludlowthompson rent collection 

properties, arrears were 0.9%, an increase on the 

0.6% recorded for Q3.

LSL arrears were 6.6% of all rent across England 

and Wales in November.

Mortgage lending
New buy to let lending in November 2013 totalled 

£1.2bn, the same figure recorded for October 

2013. Gross UK mortgage lending dropped 4% in 

November to £17 billion.

Source: CML press release (15 January 2014)
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London rents in detail
Here are the Q4 average monthly rents for 

London, side-by-side with the average rents for 

high yielding buy-to-let areas:

High yielding buy-to-let areas

South East London
£1,528 £1,528

 (+6.6%)    (+6.6%)

East London
£1,565 £1,565

 (+3.0%)    (+3.0%)West London
£2,591 £1,874

 (-7.1%)    (+2.5%)

North London
£1,735 £1,583

 (-5.2%)    (+0.7%)

North West London
£2,534 £2,009

 (+1.2%)    (+3.7%)

The City
£2,580

(-2.4%)
The West End

£3,432

(+5.9%)

South West London
£2,754 £1,928

 (-2.4%)    (-9.1%)

FRANCE 23% 23% 

ITALY 16% 16% 

SPAIN 15% 15% 

IRELAND 14% 14% 

GERMANY 13% 13%
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BTL opportunities from ludlowthompson
See the gross yield and rental for hundreds of properties For Sale across 
London at www.ludlowthompson.com/buytolet

Three bedroom period 
apartment in Clapham 
North
A period flat on the Clapham Road with three 

double bedrooms, fitted with a south facing, open 

plan kitchen and communal garden – £600,000, 

renting for £600 a week and with a 5.2% 

gross yield. Perfect rental property for landlords 

targeting young professional tenants. 

The property has excellent transport links, 

with the Northern and Victoria lines a short 

walk away at Clapham North and Stockwell 

respectively. It is also within walking distance 

of Overground and bus services, all of which 

are in Zone 2. It is five minutes away from lively 

Clapham High Street, with lots of amenities, 

including restaurants, gyms and bars.

Two bedroom purpose-
built flat in Stockwell
A spacious, two-bedroom flat with private 

balcony.  Ideal for the first-time renters and ready 

to let immediately –  £350,000, renting for 

£350 a week and with a gross yield of 5.2% . 

The property has a large reception room and 

separate kitchen, and is located around five 

minutes from Brixton Overground and tube 

stations (Zone 2, Victoria Line) and its vibrant 

high street. 

Available for sale via the Kennington/Oval Sales 

Office: Tel: 020 7820 4100

Available for sale via the Kennington/Oval Sales 

Office: Tel: 020 7820 4100

Available for sale via the Kennington/Oval Sales 

Office: Tel: 020 7820 4100

Available for sale via the Kennington/Oval Sales 

Office: Tel: 020 7820 4100

Four bedroom purpose-
built maisonette in Oval
A four bedroom, split-level apartment on 

Robsart Street in Oval, possessing a 

spacious reception room, kitchen and four 

large bedrooms – £400,000, renting for 

£550 a week and with a gross yield of 7.2% . 

Whilst the property would benefit from 

thorough decoration, it is an ideal investment, 

benefitting from a superb location between 

Brixton and Stockwell tube lines (Zone 2), bus 

services less than two minutes away and close 

proximity to parks and local amenities. .
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Disclaimer:

Investments can go up as well as down. This publication is not advice and nor can it take account of your own 
particular circumstances. Financial advice must always be sought from a professional financial adviser. Your home 
may be repossessed if you do not keep up repayments on your mortgage. The Financial Services Authority does not 
regulate some forms of mortgage.

Acton Area & Surrounds
172 High Street, London W3 9NN
T. 020 8752 9999
E. actonsales@ludlowthompson.com

Bow Area & Surrounds
634-636 Mile End Road, Bow, London E3 4PH 
T. 020 8150 3325
E. bowlet@ludlowthompson.com

City Docklands Area & Surrounds
3-5 Dock Street, London E1 8JN
T: 020 7480 0170
E: docksales@ludlowthompson.com

Dulwich Area & Surrounds
81-83 Lordship Lane, London SE22 8EP
T. 020 8299 8300
E. dulwichsales@ludlowthompson.com

Finsbury Park Area & Surrounds
8 Blackstock Road, London N4 2DL
T. 020 7704 5788
E. finsburysales@ludlowthompson.com

Kennington Oval Area & Surrounds
12 Clapham Road, London SW9 0JG
T: 020 7820 4100
E: ovalsales@ludlowthompson.com

Kilburn Area & Surrounds
381 Kilburn High Road, London NW6 7QE
T. 020 7604 5111
E. kilburnsales@ludlowthompson.com 

Lewisham/Greenwich & Surrounds
258 Lewisham High Street, London SE13 6JX
T. 020 8613 9677
E. lewisham@ludlowthompson.com

Wandsworth/Tooting & Surrounds
62 Tooting High Street, London SW17 0RN
T. 020 8772 7200
E. tootsales@ludlowthompson.com

Wimbledon Area & Surrounds
43-45 Wimbledon Hill Rd, London SW19 7NA
T. 020 8405 5454
E. wimbsales@ludlowthompson.com

PROPERTY ENQUIRIES: 
Residential Lettings & Sales Area Offices across London

Press & Editor queries
editor@ludlowthompson.com
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Guide to Letting in London
Download your copy at 
http://www.ludlowthompson.com/letting/letting_guide.htm
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