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London’s buy-to-let investors are continuing to 

see healthy total returns from rental properties, 

with the gross annual total return for properties in 

high yielding London buy-to-let investment areas 

reaching an average of 18.6% in the first quarter 

of this year, a significant jump from 15.7% in fourth 

quarter of 2013.

The improving economy is driving employment 

opportunities in the capital for young professionals, 

creating even greater supply and demand imbalance 

in the rental market. Rents remain strong, with 

average monthly rents across London now at 

£2,068, up slightly from £2,013 in Q1 2013.

Current strong rental levels are supported by a lack of 

new housing supply, with new house building projects 

in England still well below a twenty year average.

The more affordable boroughs outside of central 

London are seeing increases to average rents. 

This is partly driven by high demand from young 

professionals moving to London for work, who 

often prefer to move into shared houses outside of 

central London. 

The rising demand in the private rented sector 

is also being powered by a wave of European 

professionals flooding to the capital aiming to take 

advantage of growth in the jobs market. Enquiries 

from France alone accounted for a fifth of all 

enquiries from overseas in the first quarter.

The growth in new renters moving to London 

is helping to balance off the impact on the high 

yielding rental market of some young professional 

tenants becoming first time buyers – a process that, 

on its own, depresses rents.

This continuous demand for rental property means 

that the average void period for ludlowthompson 

managed properties is now just one day, down from 

four days in the last quarter. 

A lot of buy-to-let investors can expect to see 

even better total returns on their investments 

in the foreseeable future, so long as the surge in 

London house prices continues. As more first time 

buyers scramble to join the property market before 

interest rates increase, the risk of London house 

price growth slowing significantly in the near future 

seems remote.

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

investment areas, average monthly 

rents were £1,640 in Q1 2014, 

compared to £1,679 in Q4 2013, 

according to ludlowthompson. 

Year-on-year, rents were up 1.74% 

from £1,612 in Q1 2013

•  For prime London, rents were 

£2,691 and for super prime areas 

they were £4,834

•  On a London-wide basis, average 

rents were £2,068 down 1.05% from 

Q4 2013 when they were £2,090

Improving jobs market 
strengthens London 
buy-to-let performance
Inward migration from outside of London and from 
Europe mean that buy-to-let investors benefit from high 
tenant demand.

Summary from 
Stephen Ludlow 

Chairman

“The improving economy 

is driving employment 

opportunities in the capital 

for young professionals, 

creating even greater supply 

and demand imbalance in the 

rental market”
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Key trends
There are suggestions that an increasing number 

of landlords are remortgaging their properties as 

fears grow over the potential for interest rate rises 

before the end of 2015. Some are speculating that 

the Bank of England will increase interest rates 

by 25 basis points to 0.75% in the early summer 

of 2015 and again in the autumn to 1%.  This is 

leading landlords to fix their mortgages to lock in 

current attractive lending rates. 

There is potential that the Chancellor’s reforms 

allowing pensioners to draw out their entire 

pension pot rather than having to purchase a 

retirement annuity could cause a surge in buy-to-

let investment, further driving up property prices. 

Many could be attracted to buy-to-let property as 

a high yield investment.  

House prices
Average London house prices were £414,356 in 

February 2014, up 0.66% from £411,637 in January 2013.

Year on year house prices have increased 13.76% 

from £364,227 in February 2013.

For England and Wales, the respective figures 

were £170,000 in February 2014, up 5.31% from 

February 2014 (£161,424).

Source: Land Registry 

Tenant Profile
The top five European countries for rental 

enquiries at ludlowthompson were:

Voids
Void periods for ludlowthompson managed proper 

ties dropped to an average of 1 day, down from 4 

days in Q4 2013.

Capital Growth
The annual rate of capital growth during Q1 2014 

in London was 13.8% in Q1.

Source: Land Registry

Yields
For higher yielding London buy-to-let investment 

areas, the average yield was 4.75% in Q1 2014, 

down from 5.1% in Q4 2013 and from 5.6% in 

Q1 2013.  

Net yields
Net yields in Q1 2014 were 3.7% 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 18.55%, up from 15.7% in 

Q4 2013 and up from 11.9% in Q1 2012.

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

to-let areas was 17.5% up from 14.6% in Q4 2013 

and 10.6% in Q1 2012.

LSL has average total return figures of 9.7% in 

January 2014.

Source: LSL buy-to-let press release. 

Arrears
Core arrears for ludlowthompson managed 

properties were 1.3% in Q1 2014, down from 1.7% 

in Q4 2013.

LSL arrears were 6.9% of all rent across England 

and Wales in February.

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 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
£1,468 £1,468

 (-3.93%)    (-3.93%)

East London
£1,609 £1,609

 (+2.81%)    (+2.81%)West London
£2,777 £1,885

 (+7.18%)    (+0.59%)

North London
£1,786 £1,574

 (+2.94%)    (-0.88%)

North West London
£2,510 £1,871

 (-0.95%)    (-10.86%)

The City
£2,410

(-6.59%)
The West End

£2,779

(-19.03%)

South West London
£2,750 £1,867

 (-0.15%)    (-3.16%)

FRANCE 19% 23% 

ITALY 14% 16% 

SPAIN 14% 15% 

IRELAND 13% 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

One bedroom flat in 
Forest Hill
Attractive one bedroom flat in a modern 

development. The property is ideal for the 

first-time renters and ready to let immediately – 

£260,000, renting for £253 a week, with a gross 

yield of 5.1% .

Situated in the heart of Forest Hill, the property 

is ideally located at the centre of the area’s café 

culture. It is just a short walk from Forest Hill 

Overground station, with connections to the City 

and Canary Wharf. 

Three bedroom 
period flat in Kilburn
Fantastic ground floor three bedroom flat in a 

detached period property, with a private garden 

– £635,000, renting for £500 a week and with a 

gross yield of 4.1% .

The property features three large bedrooms as 

well a spacious open plan kitchen and living area, 

which would be perfect for young professional 

sharers.  It is located near Kilburn underground 

station (Zone 2, Jubilee line) and the vibrant 

Kilburn High Road.

Available for sale via the Kilburn Area & 

Surrounds Office: Tel: 020 7604 511

Dulwich Sales Sales Office

Bow Sales Sales Office

Available for sale via the Dulwich Area & 

Surrounds Office: Tel: 020 8299 8300

Available for sale via the Bow Area & Surrounds 

Office: Tel: 020 8150 3325

Three bedroom 
apartment in Bow
Spacious apartment in a gated development 

featuring three double bedrooms and balcony with 

views of Regents canal and the Olympic park. Ideal 

for renting to young professionals – £475,000, 

renting for £425 a week and with a gross yield 

of 4.7% .

Situated within a gated development, the property 

is also within walking distance of Pudding Mill Lane 

DLR station (DLR, Zone 2).
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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

4/4

Guide to Letting in London
Download your copy at 
http://www.ludlowthompson.com/letting/letting_guide.htm
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