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At no point since its inception in the late 1990’s has 
the buy-to-let market been subject to such scrutiny 
as it has been in the last few months.

Since the Chancellor completed a double whammy by 
announcing a 3% Stamp Duty surcharge for buy-to-let 
house purchases to add to the changes to tax relief for 
investors, commentators have been scratching their 
heads about the implications for buy-to-let.

Certainly neither of these changes were initially seen 
as good news, but when you consider what has been 
going on at the same time in international equity 
markets, falling oil prices and the “will he won’t he” 
saga about possible rises in the Bank of England base 
rate, the London buy-to-let market looks like a safe 
haven of relative calm.

Whilst we may see some short term adjustments, 
the long-term implications of the Government 
announcements around the buy-to-let market can 
easily be greatly exaggerated. 

The fundamentals have not changed, particularly 
in London. London’s population is at record levels 
(currently around 8.6m) and still growing, with 
estimates that this will reach 13m by 2050. As 
the capital’s population soars, demand is likely to 
continue to outstrip supply. Currently, the 20,520 
new homes built last year remains well below the 
Mayor’s target of 49,000 new builds.  

The UK economy is also expanding faster than most 
others in Europe and London’s reputation as a global 
business hub still attracts a huge influx of young 
professionals, who add to what is already a strong 
demand for private rented accommodation. 
Some uncertainty may surround June’s referendum 
on Britain’s membership of the European Union and 
the potential impact on labour mobility if a Brexit 
goes ahead. However, we foresee little let-up in the 
long-term trends that are driving London’s growth 
into a truly global city, as even the “Grassroots Out” 
lobby agrees that the best European and global talent 
will be able to enter the UK through satisfying the 
criteria of a ‘points based’ immigration system rather 
than be completely restricted.

Even with the tapering of mortgage interest tax 
reliefs from 2017-2020, buy-to-let still offers some of 
the most attractive tax breaks of all investments. Our 

research shows that even following the planned tax 
reform becomes effective; landlords will still be able 
to claim approximately £6.3 billion on interest rate 
payments. In addition, there are significant tax reliefs 
for costs such as general maintenance, as well as legal 
and professional fees, bringing the total tax relief for 
the sector up to an estimated £15 billion.

Market sentiment suggests Landlords are in a 
quandary over these changes. Recent research 
from the Royal Institution of Chartered Surveyors 
indicates that the market is actually experiencing an 
upturn in buy-to-let purchaser activity as investors 
look to secure property before the 1st April stamp 
duty hike. In contrast, the National Landlords 
Association states that more landlords than usual are 
considering selling their properties, but we are yet 
to see this initial reaction to the tax changes actually 
turns into real action. 

However, if this is the case it will be welcome news for 
any investors looking to expand or hold their portfolio 
as it will provide buying opportunities coupled with a 
barrier to entry in a market where demand outstrips 
supply and thus rental returns will rise.

Research shows that over the last two decades 
residential property investment delivered a record 
average annual return of 9%, outperforming other 
major asset classes. Buy-to-let investments remain 
highly attractive because they continue to yield 
strong returns in contrast to the current volatility 
in equity markets and the minimal interest rates 
available on deposits.

It is now accepted that renting in London is not a 
temporary fix for young Londoners in a market where 
home ownership may not be possible for all. Against 
this background, the buy-to-let market in the last two 
decades has had such a positive effect, increasing the 
overall quality of the housing stock, boosting labour 
mobility and providing young professionals with a 
range of accommodation options. 

The Government has invested in transport and 
capital infrastructure projects to support a vibrant 
London let’s hope that as the year progresses and we 
see a seasonal pick-up in lettings activity Government 
intervention in this market will now be kept to a 
minimum, with the Chancellor’s Budget approaching.  

Rents for London Q4 2015

•  For high yielding buy-to-let 

investment areas monthly rents 

were £1,708 in Q4 2015, compared 

to £1,728 in Q4 2014

•  For prime London, rents were 

£2,742 and for super prime areas 

they were £4,929

•  On a London-wide basis, average 

rents were £2,275 down 2.61% from 

Q4 2014 when they were £2,336

Summary from 
Stephen Ludlow 

Chairman
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Amid fluctuating equity markets, falling 
oil prices and deliberation surrounding 
interest rates, investors view London’s 
buy-to-let market as safe haven



Key Trends
The biggest news for the buy-to-let market over 
the last few months has undoubtedly been the 
Chancellor’s announcement of the rise in stamp 
duty, targeted at property investors. However, the 
rude health of the market indicates the resilience of 
the buy-to-let market and we’re seeing a flood of 
investors looking to expand their portfolios before 
the changes come into force. 

Our research once again highlights South East 
London as a hotspot for buy-to-let investment as 
investors look to capitalise on the soaring popularity 
in these areas. Buy-to-let landlords in these areas 
are seeing their investments outperform those 
elsewhere in the capital with rising returns due 
to a “perfect storm” of ever-improving transport 
links, the variety of good-quality housing stock 
and the affordability of these properties to young 
professionals. It is these factors in particular that 
makes this area in general particularly sought-after 
amongst investors.

Interestingly, buy-to-let properties in the City have 
seen some of London’s largest increases in average 
rents over the last year. This rise further highlights 
the lack of supply and the need for additional 
housing to meet demand and ensuring that labour 
mobility is fully supported. As activity in the jobs 
market typically accelerates in the first months 
of the year, investors are investigating potential 
purchases in areas in and around the City such as 
Tower Hill, Canary Wharf and Canada Water as 

serious investment opportunities.

House Prices
In England and Wales, the respective figures 

were £185,972 in November 2015, up 5.4% from 
November 2014 (£176,391). Average London house 

prices were £503,415 in November 2015, up 10.5% 

year on year from £455,627 in November 2014.

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

Voids
In Q4 2015, void periods for ludlowthompson 
managed properties decreased to an average of 
4 days, down from 5 days in Q3 2015.

Capital Growth
The annual rate of capital growth in London was 
12.4% in December 2015

Source: Land Registry

Gross Yields
For higher yielding London buy-to-let investment 
area, the average yield was 4.1% in Q4 2015, 
down from 4.4% in Q3 2015 and down from 4.5% 
in Q4 2014. 

Net Yields
Net yields in Q4 2015 were 3.2%.

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 16.5%, down 
from 16.8% in Q3 2015.

The net total return for London’s high yielding 
buy-to-let areas was 15.6%, down from 15.8% in 
Q3 2015.

LSL has average total return figures across England 
and Wales of 11.3% in December 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 2.02% in Q4 2015, up from 1.57% 
in Q3 2015 and from 1.53% in Q4 2014.

LSL arrears were 9.3% of all rent across England and 
Wales in December 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
£1,613 £1,593

(+7.5%)    (+8.6%)

East London
£1,676 £1,676

 (-1.2%)    (-1.2%)West London
£3,143 £1,974

 (0.0%)    (-0.6%)

North London
£2,032 £1,615

 (-6.2%)    (-4.3%)

North West London
£2,805 £1,990

(-4.5%)    (-0.7%)

The City
£3,248

(+7.4%)
The West End

£3,346

(+9.2%)

South West London
£2,773 £1,968

 (-7.0%)    (-6.5%)

FRANCE 13% 

ITALY 12% 

IRELAND 10% 

SPAIN 9% 

GERMANY 8%



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 
apartment in the 
Canary Wharf
This one bedroom property is located in a 

modern development on the banks of the 

Thames and offers a concierge service, gym 

facilities, excellent transport links, and a private 

balcony. This property has a fully fitted kitchen, 

bathroom, reception room, and double 

bedroom – £375,000, renting for £1,580 a 

month and with a 5.1% gross yield.

Ideally located within close proximity of 

Mudchute and Crossharbour Docklands Light 

Railway stations.

Three bedroom 
apartment in 
Brixton
A spacious top floor and newly refurbished 

conversion in a detached Georgian house 

with three bedrooms, a large reception room, 

en-suite bathroom and a private garden – 

£600,000, renting for £2,383 a month and a 

4.8% gross yield at asking price.

Located within easy walking distance of 

Brixton Tube station and Loughborough 

Junction rail station.

Available for sale via the Kennington/Oval office: 

Tel: 020 7820 4100

Available for sale via the City/Docklands office: 

Tel: 020 7480 0170

Available for sale via the City/Docklands office: 

Tel: 020 7480 0170

Two bedroom 
apartment in 
Canary Wharf
Located in a waterside development, this 

property has two bedrooms, a private garage, 

and uninhibited views over the dock from a 

spacious private balcony. It has two built-in 

wardrobes and offers plenty of storage space – 

£500,000, renting for £1,730 a month and with 

a 4.2% gross yield.

Within a short walking distance of local shops 

and transport links, including Canary Wharf 

Tube station, and the Docklands Light Railway 

stations at Blackwall and Poplar.
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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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