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Strength of London’s
economy boosts buy-to-let
investor opportunities
Record population level, rising employment rates
and election result will boost investor confidence.
After the uncertainty during the run upto
the election, there is much focus on how the
Government’s policies
will impact the residential property market.
Summary from Stephen
Ludlow Chairman

Rents for London Q1 2015
• For high yielding buy-to-let
investment areas monthly rents
were £1,783 in Q1 2015, compared
to £1,695 in Q4 2014
• Year-on-year, rents in high yielding
investment properties were up 9%
from £1,640 in Q1 2014
• For prime London, rents were
£2,872 and for super prime areas
they were £4,965
• On a London-wide basis, average
rents were £2,292 down 1.9% from
Q4 2014 when they were £2,336

Irrespective of broader political views, residential
property investors will be encouraged that Labour
and the Liberal Democrats’ proposed intervention
into the rental market is no longer on the cards.
They had planned to introduce minimum three year
tenancies with controlled rents.
Many within the residential property market were
concerned that Labour’s attempts to control rising
rents could be harmful to the rental market and
potentially to tenants too. Any intervention in the
economics of the market could have upset the
delicate balance and impacted on the supply of rental
properties, making it more difficult for renters to find
suitable accommodation.
In addition to the outcome of the election, investor
confidence will also be buoyed by our research
showing that high yielding investment properties
were easily the best performing London buy-to-let
sector in Q1 of 2015.
Average rents in high yielding areas rose by nearly
9% in a year from £1,640 per month to £1,783 in Q1
2015. This also represented an increase of 5.2% on
the previous quarter, in contrast to prime and super
prime categories, where rents either flat-lined or
actually fell. But importantly, all categories saw a rent
increase year on year.
Lenders remain supportive of the market too, with
a wide range of buy to let mortgages available at
historically low rates.

As of April 2015, over 55s are now free to withdraw
cash from their pensions rather than purchase an
annuity. This is likely to lead to a new wave of buy-tolet investors, attracted by the opportunity for income
enhancement and buy-to-let investments’ continued
outperformance of all other mainstream investments.
International comparisons show that the UK is
expected to be the fastest-growing major economy
in Europe this year. The more sluggish growth rates
being experienced elsewhere, along with continuingly
high unemployment rates, mean that the influx of
young professionals into London is most likely to
continue, providing additional demand for private
rented accommodation, often in emerging areas
outside Central London, where rental yields are still
relatively high.
For these and other young professionals, transport
links into their workplace will be particularly
important, so shrewd investors will seek
opportunities where links are improving due to
Crossrail for example, the extension of the new
Overground services or even the Cycle Super
Highways which are being constructed West to East
and South to North.

“Any intervention in
the economics of the
market could have upset
the delicate balance and
impacted on the supply of
rental properties”
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Key Trends

London rents in detail Q1 2015

The prospect of the General Election loomed

Here are the Q1 average monthly rents for London,
side-by-side with the average rents for high yielding
buy-to-let areas:

over the residential property market throughout
Q1, with some uncertainty over how the market
would react to the election result. Across London,
average rents were at their lowest since Q2 2014,
as landlords remained cautious over pushing for
increases. This weaker performance could be partly

North London
£2,071 £1,635

down to concern in the prime area of the market
over a proposed tax by a Labour Government on

(-4.4%)

(-4.6%)

non-domiciled residents. However, with a new
Government in place, confidence in the market is

North West London
£2,770 £1,980

on the rise again.
The Conservative victory has been welcomed by

(-5.7%)

The City
£3,078

most investors who will also be encouraged by the
5.2% increase in rents in investment properties
on the previous quarter. This shows that the BTL
investment segment of the market continues to

West London
£3,067 £1,912
(-2.4%)

East London
£1,698 £1,698

(-1.3%)

The West End
£3,576

(+3.7%)

(+0.1%)

(+0.1%)

(+11.9%)

(-10.1%)

outperform prime and super-prime properties. In
addition, investors continue to enjoy low interest

South East London
£1,530 £1,496

rates; in January 2015, according to the Bank of
England the average fixed rate mortgage was 2.4% (2

South West London
£3,044 £1,977

year), 2.9% (3 year) and 3.3% (5 year). This looks set
to continue as the Bank of England suggest that it will

(-2.7%)

not increase the base rate to 0.75% until mid-2016.

(+2.0%)

(+2%)

(-6.1%)

High yielding buy-to-let areas

The most recent data from HMRC shows an 8%
year on year increase in the number of buy-to-let
investors. With record low interest rates and the
reforms to pensions allowing over 55s to withdraw
from their pension to make a BTL investment,
the growth of the buy-to-let market looks set to
continue as more investors are attracted to the high
performance of buy-to-let investments.

Voids

Total return figure

In Q1 2015, void periods for ludlowthompson

Gross total return for high yielding London buy-to-let

managed properties decreased to an average of 6
days, down from 10 days in Q4 2014.

House prices

Capital Growth

In England and Wales, the respective figures were
£179,510 in February 2015, up 6.1% from February

The annual rate of capital growth in London was
12.7% in February 2015.

2014 (£169,207).

Source: Land Registry

Average London house prices were £463,872

Gross Yields

in February 2015, up 13.1% year on year from
£410,136 in February 2014.

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

Italy		23%

For higher yielding London buy-to-let investment
area, the average yield was 4.6% in Q1 2015, up
from 4.5% in Q4 2014 and down from 4.75% in
Q1 2014.

Net Yields
Net yields in Q1 2015 were 3.6%. Our calculations
show that total running costs for a buy-to-let
investment have been running at an average

France		18%

of 22% of rental income for the last three years.

SPAIN		15%

This includes all costs, such as:
• Repair and maintenance
• Letting fees
• Service charges
• Other one off cost payments

IRELAND		11%
GERMANY		 9%

investment areas was 17.3%, down from 18.6% in Q1
2014 and significantly up from 11.5% in Q1 2013.
The net total return for London’s high yielding
buy-to-let areas was 16.3%, down from 17.5% in Q1
2014 and significantly up from 10.4% in Q1 2013.
LSL has average total return figures across England
and Wales of 12.2% in February 2015. This figure
highlights the strong performance of London for
residential investment.
Source: LSL buy-to-let press release.

Arrears
Core arrears for ludlowthompson managed
properties were 1.25% in Q1 2015, down from
1.67% in Q4 2014 and from 1.3% in Q1 2014.
LSL arrears were 7.6% of all rent across England and
Wales in February 2015.
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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
apartment in Oval
A spacious three bedroom apartment split over
three levels with a spacious sitting room with
door to private terrace with outlook to the rear
over the communal gardens and pond, kitchen/
diner, utility room, three bedrooms, bathroom
and a separate WC making this an ideal buy
for the growing family or buy to let investor –
£400,000, renting for £2,050 a month and
with a 6.1% gross yield at asking price
Ideally located within close proximity of Stockwell
Tube station, bus links and local shops.

Available for sale via the Kennington/Oval office:
020 7820 4100

One bedroom
apartment in
Lewisham

Three bedroom
apartment in
Whitechapel

This one bedroom period property boasts

Situated on the first floor, this three double

period features throughout and with good
decor, this property is ready to move in to.

bedroom apartment is set within a stylish
development, it benefits from a south facing

The property has a separate kitchen, good size
living area and feature fireplace in both the
reception and bedroom – £285,000, renting

balcony, secure parking and is offered chain
free – £525,000, renting for £2,275 a month
and with a 5.2% gross yield.

for £1,100 a month and with a 4.6% gross yield.
Located a short walk from Hither Green station.

This property is located within a short walk to
Shadwell tube and DLR station offering access
to the City and Canary Wharf.

Available for sale via the Lewisham office:
020 8613 9677

Available for sale via the City/Docklands office
020 7480 0170

For more information on buy-to-let opportunities or for a one

For mortgage advice please contact your local

to one meeting with ludlowthompson’s Investment Manager,

ludlowthompson office to arrange a meeting

Mark Williamson, please email markw@ludlowthompson.com

with Chris Lockley at Jigsaw Mortgages
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Press & Editor queries
editor@ludlowthompson.com

NEW

PROPERTY ENQUIRIES:
Residential Lettings & Sales Area Offices across London

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

Acton Area & Surrounds

Kilburn Area & Surrounds

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

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

Bow Area & Surrounds

Lewisham/Greenwich & Surrounds

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

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

City Docklands Area & Surrounds

Wandsworth/Tooting & Surrounds

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

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

Dulwich Area & Surrounds

Wimbledon Area & Surrounds

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

43-45 Wimbledon Hill Rd, London SW19 7NA
T. 020 8405 5454
E. wimbsales@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

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.
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