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The New Year has seen a welcome return of 

first time buyers to the sales market, which has 

had a number of knock-on effects for buy-to-let 

investment in London.  

The first is that house prices have increased, 

pushing up total returns for existing investors to 

very impressive levels. Annual net total returns 

averaged 10.4% in Q1 this year, up from 10% in 

Q4, making buy-to-let investments in London 

outperform many other asset classes. 

The flipside of this is that the cost of entry for new 

buy-to-let investment is higher, but even at higher 

prices, buy-to-let remains attractive.  

While our view is that investors should build their 

investment case on income rather than capital 

growth, the Government’s new Help to Buy 

scheme and the structural shortage of homes in 

London mean that the outlook for house prices in 

the capital are bright. Buy-to-let therefore remains 

attractive even at slightly higher entry prices.  

The availability of low mortgage rates makes 

investments affordable despite price increases, 

which has the additional benefit of supporting the 

overall housing market.

The second impact of an increase in first time 

buyers has been pockets of instability in rents, as 

people move off the rental market to become 

homeowners.  

We are seeing some landlords price their property 

too aggressively, resulting in a lack of interest from 

tenants and void periods for the landlord.  Lower 

asking prices can spark tenant interest, sometimes 

leading to competitive bidding between renters 

and, ultimately, the landlord achieving solid market 

rents. This means it is crucial for landlords to

price their asking rent correctly, something that 

a buy-to-let specialist estate agent with excellent 

knowledge of the local market can really help with. 

Rents for high yielding buy-to-let investment areas 

were flat, averaging £1,612 compared to £1,614 

in Q4 2012. The picture was more mixed across 

London, with rents down 1.6% on average.  

It’s not just private investors who are attracted to 

the high returns that are available from London 

buy-to-let either. Recently Prupim, the investment 

arm of Prudential, announced plans to buy over 

500 new-build houses and flats in London to let. 

Institutions like Prudential make huge waves in the 

media when they invest in residential property 

because of the scale of their investment, but they 

cannot hope to achieve the same returns as private 

investors, who are operating at the right scale to 

cherry-pick the most attractive investments.

Rents for London Q1
•  For high yielding buy-to-let 

investment areas, average monthly 

rents were £1,612 in Q1 2013, 

compared to £1,614 in Q4 2012, 

according to ludlowthompson

•  For prime London, rents were 

£2,717 and for super prime areas 

they were £4,696

•  On a London-wide basis, average 

rents were £2,013 down 1.6% from 

Q4 2012 when they were £2,046

Prospects for buy-to-let investment 
in London remain strong as total 
returns rise, fed by capital growth.
Changing market rents mean landlords who overprice their property are 
more likely to experience void periods and less likely to achieve a good level 
of rental income for their property. 

“ house prices have increased, 
pushing up total returns for 
existing investors to very 
impressive levels. Annual 
net total returns averaged 
10.7% in Q1 this year, up 
from 10% in Q4, making 
buy-to-let investments in 
London outperform many 
other asset classes”

Summary from 
Stephen Ludlow 

Chairman
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Key trends
Rental performance in high yielding areas varied 

across London, with high yielding parts of South 

West London showing rental growth of 4.8%. 

Rents were flat in North London (-0.4%) and 

West London (+0.1%), while North West London 

saw the biggest falls for high yielding areas (-6.3%). 

Many investors continue to target properties near 

Crossrail station developments, meaning some 

investment opportunities in established buy-to-let 

markets are seeing lower than average demand. 

A growing number of savers over the age of 55 

are using a tax-free lump sum from their pension 

savings to invest in buy-to-let because it provides 

better income. This has been an option since 2011, 

and can enable a saver to withdraw 25% from 

their pension pot tax-free. 

House prices
Average London house prices were £370,819 in 

February 2013, down 0.1% from £371,367 but up 

6.3% year on year. For England and Wales, the 

respective figures were £162,606, + 0.2% and +1%.

Source: Land Registry 

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

Voids
Voids for ludlowthompson managed properties 

crept up slightly in Q1 to an average of 3.3 days, 

compared to 3 days for Q1. 

Capital Growth
The annual rate of capital growth in London was 

6.3% in February 2013.

Source: Land Registry

Yields
For higher yielding London buy-to-let investment 

areas, the average yield was 5.2% in Q1 2013 

down marginally from 5.3% in Q4 2012.

Net yields
Net yields in Q1 2013 were 4.1%.

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 11.5%, up from 11.2% 

in Q4 2012.

The net total return for London’s high yielding buy-

to-let areas was 10.4% up from 10% in Q4 2012.

LSL has average total return figures of 6.3% in 

March 2013.

Source: LSL buy-to-let press release. 

Arrears
Core arrears for ludlowthompson managed 

properties were 2.1% in Q1 2013, down marginally 

from 2.2% in Q4 2012. For ludlowthompson rent 

collection properties, arrears were 1.1%, which is 

lower than the 1.2% recorded for Q4.

LSL arrears were 8.5% of all rent across England 

and Wales in December.
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FRANCE 17% 16% 

ITALY 12% 13% 

GERMANY 11% 12% 

SPAIN 11% 13% 

IRELAND 10% 14%
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London rents in detail
Here are the Q1 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
£1,379 £1,379

 (-1.9%)    (-1.9%)

East London
£1,522 £1,522

 (-7.5%)    (-2.5%)West London
£2,607 £1,921

 (-2.2%)    (0.1%)

North London
£1,853 £1,588

 (4.8%)    (-0.4%)

North West London
£2,221 £1,864

 (-6.3%)    (-6.3)

The City
£2,720

(-0.4%)
The West End

£3,138

(-7.5%)

South West London
£2,646 £1,948

 (-4.0%)    (+4.8%)



Mortgage lending
New buy to let lending in Q4 2012 totalled £4.6bn, 

up from £4.2bn in Q3 2012. The number of buy-

to-let loans continued to grow in 2012 with the 

number of outstanding loans at the end of year 

totalling £16.4bn.

Source: CML buy-to-let press release (14 Feb 13)

Q4 2012 Q3 2012 Change during Q4 2012

Applications

Average loan size: £156,661 £138,846 +£17,815

Average rental yield: 6.98% 6.61% +0.37%

Offers

Average chosen fixed rate: 4.67% 4.88% -0.21%

Average chosen variable rate: 4.42% 4.40% +0.02%

Average loan to value (LTV): 73.11% 72.60% +0.51%
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Buy-to-let mortgage trends from landlord centre: 

LT mortgages rate trends: 

Source: landlord centre
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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

Two bedroom property 
with a tenant in place, 
yielding 5.6%
Two double bedroom apartment in a courtyard 

development, within easy reach of Kennington 

Tube or Elephant and Castle tube – £260,000, 

renting for £280 per week and with a gross 

yield of 5.6% .

This property is opposite Burgess Park, and has 

excellent direct bus routes in to the City and 

West End. This property is an ideal investment 

with a tenant contracted in until August 2014 

providing a monthly rent of £1213.33. 

Available for Sale via the Kennington/Oval 

office: Tel: 020 7820 4100

Three bedroom 
apartment in Streatham 
Common
Modern, three double bedroom apartment 

situated in the heart of Streatham Hill, just 

a few minutes’ walk to Streatham Hill Rail – 

£299,950, renting for £364 per week and 

with a gross yield of 6.3% .

This property is perfect for young professionals, 

and benefits from having great transport links 

to Victoria, as well as being close to the lively 

nightlife of Streatham Hill and nearby Brixton. 

The property also benefits from being located 

within a private gated development.

Available for Sale via the Wandsworth/Tooting 

office: Tel: 020 8772 7200

High yielding 3 bedroom 
apartment on the 
9th floor
A bright and spacious 3 bedroom ex local 

authority apartment situated on the 9th floor 

– £240,000, renting for £400 per week and 

with a gross yield of 8.7% .

This property is located just off Commercial 

road with easy access to Limehouse and 

Shadwell DLR / Overground stations, and is set 

within a high rise brick built ex local authority 

building which offers amazing views of Canary 

wharf and the City. 

Available for Sale via the City/Docklands Sales  

Office: Tel: 020 7480 0170
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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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