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It was perhaps a surprise to many that in the first 

purely Conservative driven Finance Act for 19 years, 

the Chancellor chose to confirm a move which some 

felt could run the risk of dissuading investment in the 

Private Rental Sector. It is felt this in turn could hit 

the quality of stock available to renters and impact 

labour mobility thereby stifling economic growth.

However, despite lobbying from within his party 

and the industry generally the Chancellor has 

confirmed there is unlikely to be any reprieve or 

significant amendment to the proposals and now 

that the subsequent Finance Bill is working its 

way through legislative process, we’re in a better 

position to assess market reaction to the impact of 

the proposed changes. 

The reform of buy-to-let tax relief announced in the 

Summer Budget will not take effect until April 2017, 

with restrictions on tax deductions gradually phased 

in over four years (reducing the possible deduction 

for higher rate tax payers only from 75% in 2017-18 

down to 0% in April 2020), so investors will have 

reasonable breathing space to work out what 

moves would be best for them. 

If buy-to-let properties are withdrawn from the 

market and sold, this will support rents on the 

remaining stock. On a further positive note interest 

relief remains in place at the base tax rate of 20% 

so overall investors will feel this change is preferable 

to Labour’s proposals for minimum three year 

tenancies and rent controls. 

Indeed, the last few months since the 

announcement have proved that London’s buy-to-

let market remains very strong. Our latest research 

shows that, year-on-year, rents across London have 

increased by 5%, although some investors may have 

seen even larger increases as long-term tenancies 

have ended and rents have increased more quickly 

in order to catch-up with market levels. The average 

monthly rent for investment grade properties in 

London, which is where most buy-to-let investors 

focus, rose 1.4%, from £1,298 in Q2 of 2015 to 

£1,316 in Q3 of 2015. In contrast, both super prime 

and prime property rents fell over the same period 

(by 0.8% and 0.4% respectively).

When you add in the latest average property price 

increase in London of over 9%, total returns remain 

very healthy. Indeed, investor returns have averaged 

around 10% since the millennium and generally the 

London buy-to-let market remains in particularly 

good shape.

Factors affecting the demand for rental properties 

in London are most unlikely to diminish. The 

population is growing to new record levels and 

London continues to attract a huge influx of young 

professionals, drawn by the booming IT and services 

sectors. The continuing travails of the Eurozone 

mean that this trend should continue for the 

foreseeable future.

There is also a shortage of housing stock for 

potential first time buyers and with the average 

age of a first time buyer in London now rising to 

33, compared to an average of 30 in the UK, this 

situation is not going to change overnight. The 

reality is that despite the Mayor’s target of 49,000 

new builds per year, just over 20,500 new homes 

were built in 2014-15. 

Young professionals with City jobs demand a ready 

supply of good quality, rental accommodation, in the 

knowledge that rents with increase in line with their 

salaries. So taking all this into account, there is still 

plenty of scope of investment in London’s residential 

property market.

For investors some of the best opportunities will be 

in areas in inner and outer London, where rents are 

more affordable for young professionals and yields 

are relatively high. Improving transport links will be 

important and once the new 24 hour underground 

service is in place (the latest indications suggest this 

will be introduced in March 2016) and the new cycle 

super highways formally open (with routes spanning 

from Liverpool Street to Tottenham and Elephant 

and Castle to King’s Cross), these more outlying 

areas could prove even more attractive.

Investors will also be further encouraged that 

lending for BTL mortgages has soared over the last 

year. According to data from the CML, the number 

of mortgage approvals increased by 38% whilst the 

value of these approvals saw an even greater rise 

(48%) – many on a fixed rate basis which is helping 

to keep landlords interest costs in check.

Rents for London Q2 2015

•  For high yielding buy-to-let 

investment areas monthly rents 

were £1,298 in Q3 2015, compared 

to £1,316 in Q2 2015, up 1.4%

•  For prime London, rents were 

£2,827 and for super prime areas 

they were £5,102

•  On a London-wide basis, average 

rents were £2,563, down 1.5% from 

Q2 2015 when they were £2,601

Summary from 
Stephen Ludlow 
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Key Trends
The reforms of the BTL market announced in the 
Chancellor’s Summer Budget have dominated 
headlines, but now the smoke has cleared investors’ 
optimism in the market remains high. As we thought, 
there hasn’t been the flood of investors looking to 
sell as some had predicted.

Traditionally, London’s rental market has tended 
to peak at the end of August; however, we’re now 
seeing this high level of demand continue into the 
Winter, with little sign of letting up. The August bank 
holiday weekend has always been a popular time for 
transactions to be completed. One of the principal 
reasons for this peak has been the influx of young 
professionals moving to London, often with new 
roles scheduled to start in early September at the 
same time as the retuning students arriving for the 
autumn semester also looking to be settled into a 
property by the end of August.

However, the improved quality of ‘City Hostel’ 
accommodation options for young professional 
has boosted the popularity of young professionals, 
European and International Tenants looking for a 
short stay before they are settled into a new job in 
a new city and then taking up a longer-term rental 
contract in a buy-to-let property. 

For the young professionals it may be the case that 
many of them choose to move into rental properties 
with a colleague who is also in the same situation.

Investors are benefiting from this extended peak, and 
we’ve seen voids decrease to an average of 5 days.

We have seen annual rental increases of around 
5%, although this is slightly dependent upon type of 
property and location. Many investors may have seen 
more extreme examples of rental increases than 
those described above, partly driven by long-term 
tenancies coming to an end during the peak period 
and then readjusting to market levels.

House prices
In England and Wales, the respective figures were 

£186,553 in September 2015, up 5.3% from £177,160 

in September 2014.

Average London house prices were £499,997 
in September 2015, up 9.6% year on year from 

£456,335 in September 2014.

Tenant Profile
The top five European countries for rental enquiries 

at ludlowthompson were

Voids
In Q3 2015, void periods for ludlowthompson 
managed properties decreased to an average of 5 

days, down from 7 days in Q2 2015.

Capital Growth
The annual rate of capital growth in London was 
9.2% in June 2015. 

Source: Land Registry

Gross Yields
For higher yielding London buy-to-let investment 
area, the average yield was 3.2% in Q3 2015, down 
from 3.3% in Q2 2015.

Net Yields
Net yields in Q3 2015 were 2.5%. 
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 12.8%, down from 13.6% 
in Q2 2015.

The net total return for London’s high yielding 
buy-to-let areas was 12.1%, down from 12.6% in 
Q2 2015.

LSL has average total return figures across England 
and Wales of 9.4% in September 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 1.57% in Q3 2015, up on 1.56% in 

Q2 2015. 

LSL arrears were 8.6% of all rent across England and 

Wales in September 2015.
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London Rents in detail
Here are the 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
£1,684 £1,640

(+1.8%)    (+1.1%)

East London
£1,673 £1,673

 (-0.7%)    (-0.7%)West London
£2,766 £1,882

 (-6.1%)    (+1.6%)

North London
£2,219 £1,660

 (+4.4%)    (-1.5%)

North West London
£2,465 £1,914

(-11.1%)    (+4.9%)

The City
£3,341

(+0.2%)
The West End

£3,334

(+1.0%)

South West London
£3,025 £1,759

 (+0.9%)    (+2.5%)

FRANCE 14% 

ITALY 12% 

SPAIN 11% 

IRELAND 11% 

GERMANY 9%



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 
apartment in 
Kilburn
Sixth floor apartment with access to communal 

gym and swimming pool and located within 

walking distance from shops, bars and 

restaurants – £475,000, renting for £1,820 per 

calendar month and with a 4.5% gross yield

Local transport links include Kilburn with 

access to Jubilee line and national rail links at 

Brondesbury.

Two bedroom 
apartment in 
Southfields
A spacious top floor apartment in Montfort 

Place, SW19, with a separate kitchen/diner, two 

bedrooms, one bathroom, and a private balcony 

– £350,000, renting for £1,500 per calendar 

month and with a 5.1% gross yield.

Ideally located with easy access to Putney rail 

station as well as East Putney, Southfields, and 

Wimbledon Park tube stations.

Available for sale via the Wimbledon office: 

Tel: 020 8405 5454

Available for sale via the Kilburn office: 

Tel: 020 7604 5111

Available for sale via the Wandsworth/Tooting 

office: Tel: 020 8682 1234

One bedroom 
apartment in 
Tooting Bec
A one bedroom flat on the first floor of a 

beautiful, imposing Victorian house, complete 

with kitchen/reception and a bathroom – 

£340,000, renting for £1,400 per calendar 

month and with a 4.9% gross yield.

Located within walking distance to Tooting Bec 

tube station and Tooting Bec Common.
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For more information on buy-to-let opportunities or for a one 

to one meeting with ludlowthompson’s Investment Manager, 

Mark Williamson, please email markw@ludlowthompson.com

For mortgage advice please contact your local 

ludlowthompson office to arrange a meeting 

with Chris Lockley at Jigsaw Mortgages



ACTON
172 High Street, London W3 9NN 
T 020 8752 9988 
E actonlet@ludlowthompson.com 
Coverage includes
Acton, South Acton, East Acton, 
Ealing,West Acton, North Acton, 
Gunnersbury, South Ealing, Chiswick, 
Ravenscourt Park, Ealing Common,  
West Ealing, Shepherds Bush,  
White City, Hammersmith. 

BOW
634-636 Mile End Road, Bow, 
London E3 4PH 
T. 020 8150 3325 
E. bowlet@ludlowthompson.com 
Coverage includes 
Bow, Bromley By-Bow,Victoria Park, 
Docklands, Bethnal Green, Haggerston, 
Dalston, Hackney, Stratford, Manor Park, 
East Ham, and Forest Gate. 

CITY/DOCKLANDS 
3-5 Dock Street, London E1 8JN 
T: 020 7480 0120 
E: docklet@ludlowthompson.com 
Coverage includes
Tower Hill, City of London, Wapping, Isle 
of Dogs, Bow, Bethnal Green, Aldgate, 
Stepney, Brick Lane, Mile End.

DULWICH 
81-83 Lordship Lane, 
London SE22 8EP 
T 020 8299 8777 
E dulwichlet@ludlowthompson.com 
Coverage includes
Dulwich, Herne Hill, Forest Hill,  
Brockley, Peckham, Sydenham,  
Crystal Palace, West Norwood, 
New Cross, Nunhead, Tulse Hill.

WANDSWORTH/TOOTING 
62 Tooting High Street, 
London SW17 0RN 
T 020 8682 1234 
E tootlet@ludlowthompson.com 
Coverage includes 
Wandsworth, Balham,Tooting 
Broadway,Tooting Bec, Colliers Wood, 
Streatham, Earlsfield. 

WIMBLEDON 
43-45 Wimbledon Hill Rd, 
London SW19 7NA 
T. 020 8405 5432 
E. wimblet@ludlowthompson.com 
Coverage includes
Wimbledon Village/Town, Southfields, 
South Wimbledon, Raynes Park, 
Merton Park, Earlsfield, Putney, 
Fulham, West Kensington, Chelsea. 

See Area Office location maps at: 
www.ludlowthompson.com/contactus 

ludlowthompson.com Limited is
 registered in England at Apex House,
4 Berkeley Business Park, Wainwright 
Road, Worcester, WR4 9FA
Registered Number: 6959011
VAT Number: 100106501. 

FINSBURY PARK 
6 Blackstock Road, London N4 2DL 
T. 020 7704 5777 
E. finsburylet@ludlowthompson.com 
Coverage includes
Finsbury Park, Stoke Newington,
Islington, Highbury, Crouch End, 
Tufnell Park, Holloway, Hampstead, 
Camden Town, Highgate, Hornsey, 
Muswell Hill, Tottenham 

KENNINGTON/OVAL
10-12 Clapham Road, London SW9 0JG 
T: 020 7820 4141 
E: ovallet@ludlowthompson.com 
Coverage includes: 
Kennington/Oval, Stockwell, 
Clapham, Battersea, Brixton, 
Camberwell, London Bridge, 
Pimlico, Waterloo, Walworth. 

KILBURN/WEST HAMPSTEAD 
381 Kilburn High Road, London NW6 7QE 
T. 020 7604 5100 
E. kilburnlet@ludlowthompson.com 
Coverage includes 
Kilburn, Queens Park, Brondesbury, 
Maida Vale, St John’s Wood, Marylebone, 
Cricklewood, Hendon/Harlesdon, 
Kensal Green, Kensal Rise, 
Bayswater, Notting Hill. 

LEWISHAM 
258 Lewisham High Street,
London SE13 6JX 
T. 020 8613 9696 
E. lewishamlet@ludlowthompson.com 
Coverage includes 
Lewisham, Greenwich, Blackheath, 
New Cross, Hither Green, Lee, 
Deptford, Kidbrooke, Eltham, 
Ladywell, St. John’s, Catford, 
Woolwich, Thamesmead, Plumstead. 

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.

Press & Editor queries
editor@ludlowthompson.com
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