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THE GLOBA L CA P I TA L A N D
THE UK POWE R H O U S E

If any city could claim to be ‘capital of the
world’, it is indisputably London. Renowned
for its global standing in terms of business
and trade, amenities, quality of life, facilities
offered and stable legal and political systems,
London is the most high-profile location for
property investment across the globe. Other
reasons which make it an attractive place
to live and work include its time zone, use of
the English language, historical and global
ties, world class educational system, access
to the financial markets and transparency of
property tenure.
The powerhouse of the UK economy, London
is growing stronger still; over the past ten
years it has contributed £3 trillion to the UK
economy (21% of GDP), and over the next
ten years it is expected to rise to 23% of
UK GDP, according to Oxford Economics.
London attracts companies from around the
globe. Located between America and Asia,

London is able to conduct business with both
the East and West, and its time zone means
office hours cross both. With many company
headquarters based in London there is a high
turnover of people moving to London, and this
is a key driver of prime rental demand.
London is also the top city in the world for the
number of multi-millionaires1. The UK’s capital
is home to 4,550 multi-millionaire residents;
25% more than its closest competitor Tokyo
and 47% more than New York.
Despite political and economic uncertainty
as a result of the UK’s vote to leave the EU
and the subsequent snap General Election
in June 2017, the factors that make London a
premier world city remain unchanged over the
long-term. London will remain a key economic
and cultural centre and will continue to be
the preferred global destination for people to
invest, work and live.

12
Forecast

London population (millions)

10

8

6

4

2

0

1990

Source: Oxford Economics

2

2000

2010

London is a major technology hub
with a strong presence of homegrown start-ups and incubators.
Last year, nearly £12 billion worth
of venture capital was invested
into London start-ups, more
than 4.5 times that of its closest
European competitor, Paris. Since
the referendum vote in June
2016, a number of the world’s
leading technology companies
have already confirmed their
commitment to London on a longterm basis.
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London’s appeal and global
connectedness is clear and visitor
numbers are a testament to this. London
is the top-ranked destination city in
Europe, and ranked second globally, with
over 19 million international overnight
visitors in 2017, considerably more
than Paris’s 15.4 million and New York’s
12.7 million. In 2016, USD 994 million
was spent in London by overnight
international visitors. London’s ability to
draw human capital is also evident in its
success at attracting and retaining high
achieving graduates.
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Announced a £1 billion investment
into a new London headquarters
at Kings Cross, set to create
3,000 new jobs by 2020

In July 2017, Amazon announced
plans to double the size of its research
and development team in London
by creating 450 new jobs

Apple has confirmed a £9 billion
investment into its new London
headquarters at Battersea Power
Station, equating to 1,400 jobs

In January 2017, Snap Inc, the founders
of social media platform Snapchat,
confirmed London as the location for its
international hub outside of the US
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QS World University rankings: Combined score in Top 50

Facebook announced it will double
its workforce in the UK when it opens
its new London headquarters,
creating an extra 500 jobs

London’s education offering is unrivalled.
London accounts for 17% of the total UK
student population and 23% of the UK’s
foreign student population. 55% of London’s
population aged 21 and over are graduates.
This strength in talent reflects the capital’s
world-leading position in tertiary education.
London has four universities in the top 50
Times World University Rankings, the highest
number of leading educational institutions of
any other city in the world.
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* London: Imperial College, UCL, LSE, Kings College
1

Multimillionaire residents defined as those with net assets of
at least USD 30 million or more, excluding the value of their
first home, Global Data Wealth Insight 2017
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LO NDON I S A K EY CE N T R E FO R
IN TERN ATI O N AL F LOW S O F W E A LT H
THE FLOW OF
WEALTH
We pinpoint the major
locations around the
globe favoured by UHNWI
buyers of luxury residential
real estate
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Region of Origin

Top cities for residential property

Africa

London

Asia

Hong Kong, Singapore, Mumbai, London

Europe

London, New York, Moscow, Monaco

Latin America

Miami, New York, Los Angeles

Middle East

Dubai, Abu Dhabi, London

North America

New York, Los Angeles, Miami, San Francisco

Oceania

Sydney, London

Source: Savills Research
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London has an unusually high number of internationally famous landmarks: Big Ben, the London Eye, Tower Bridge, the Shard, the Gherkin,
Piccadilly Circus, Shakespeare’s Globe, Hyde Park, St. Paul’s Cathedral, Buckingham Palace, Royal Albert Hall, The Millennium Bridge,
Oxford Street, Marble Arch. London is also home to dozens of world-renowned museums and galleries including the Natural History Museum, the
Science Museum, the Victoria and Albert, the British Museum, Tate Modern and the National Gallery.
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6

Big
Ben

St. Paul’s
Cathedral

Tower of
London

The
Shard

Tower
Bridge

London
Eye

The
Gherkin

The O2
Arena

WHY IN VE ST IN
L o ndo n?

PROPE RT Y M A RK E T
I N LON DON
London’s house price growth outperformance compared to the rest of
the UK has been underpinned by a huge supply and demand imbalance,
most evident in lower price bands. Currently sitting at nearly 42,000
homes per annum, London’s supply of new homes has been woefully
short of what is needed (at least 65,000 according to targets set by
the London Mayor), against a context of increasing pressures from
a growing population, with a further expected one million people in
the next ten years.
10 year price growth (2007 – 2017)
UK

15%

London

55%

Prime London

25%

In London’s prime property market, strong international capital inflows
have historically been important. Since the EU Referendum vote in June
2016, overseas investment has increased as a result of the fall in GBP
presenting a buying opportunity for international purchasers.
Overseas investors are now starting to feel the compounded effects of
recent tax changes. However, our example below shows that London
remains very competitive on the global stage when the costs of
purchasing, holding or selling property are considered. London remains
less expensive than New York, arguably London’s main competitor
when it comes to international property investment, as well as Hong
Kong, Tokyo and Singapore.

Source: Savills Research and Nationwide

Relative cost of buying a $2m property across global cities*
Cost of Buying

Holding (5 years)

Cost of Selling

Hong Kong

23.8%

0.6%

1.3%

Vancouver

24.2%

1.6%

2.0%

Tokyo

10.6%

6.1%

3.4%

Singapore

17.9%

0.5%

1.1%

Berlin

14.6%

3.5%

-

Paris

10.9%

1.5%

5.0%

New York

1.2%

4.3%

8.0%

London

9.2%

0.8%

2.4%

Sydney

13.8%

3.0%

1.8%

San Francisco

0.8%

5.9%

5.0%

Dubai

6.0%

0.0%

2.0%

Shanghai

4.5%

2.1%

1.2%

Mumbai

5.6%

0.4%

0.5%

Dublin

2.4%

1.1%

1.8%

Moscow

0.0%

0.2%

3.0%

* Scenario assumes a foreign buyer holding for five years as an individual, not as main residence.
Source: Savills Research
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C H ALL E NG E S A ND T HE O U T LO O K
FOR LOND O N
The London housing market has been shaped
by political and economic uncertainty for
some time. As Brexit negotiations proceed,
uncertainty around financial sector
employment will be a key issue for the prime
markets, whereas affordability and mortgage
regulation continue to affect the mainstream
markets.

BREXIT
Brexit will have some negative impact on
the number of jobs that need to be based in
the City of London. Financial organisations
that do not have an EU banking definitely
will need one. However, there are very few
businesses amongst the global players that
do not already have this license. The main
reason why we do not expect to see huge
numbers of jobs being relocated to within the
EU is the simple one of cost. Eurostat’s data
shows that average employer’s costs in the
UK are 20% cheaper than Germany and 27%
cheaper than France.

BUSINESS SENTIMENT
After the vote to leave in June 2016,
uncertainty had an immediate impact on
business sentiment, with nearly 20% of
Chief Financial Officers (CFOs) of major
companies expecting a large decrease in
employment numbers. However, during 2017,
less than 5% of CFO’s expect major curbs on
employment over the next year, according
to Deloitte’s CFO survey. Germany’s largest
lender, Deutsche Bank, has already signed
a 25 year lease for its new 500,000 sq ft
headquarters in the City of London due to be
occupied from 2023, four years after the UK
leaves the European Union.

RESIDENTIAL OUTLOOK
In light of the EU referendum vote to leave
the EU, the market remains exposed to
fluctuations in buyer sentiment. However, in
the short term, the market has experienced
a boost from a weak sterling, presenting

an opportunity for international buyers.
In addition, interest rates are still at an alltime low (despite a small rate rise to 0.5%
in November 2017) and any further rate
increases will be incremental and gradual.
As Brexit negotiations continue through to
2019, we would expect the ongoing economic
uncertainty to subdue value growth until
there is more clarity on the UK’s future
relationship with the EU. Yet during this time,
the UK government will be highly motivated
to continue to protect London’s position as
a major global financial centre. We expect
a return to growth once negotiations come
to an end as pent up domestic and overseas
demand returns to the prime markets. Over
the next 5 years we expect positive capital
value growth of 20.3% in prime central
London and 10.2% in outer prime London.

Central 5-year forecast

2018

2019

2020

2021

2022

5 year compound growth

Prime central London

0.0%

2.0%

8.0%

5.5%

3.5%

20.3%

Outer prime London

-2.0%

0.0%

5.0%

4.5%

2.5%

10.2%

Source: Savills Research, as at September 2017
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Prime Central London and Outer Prime London
This map defines the geographical boundary and
submarkets of the prime London residential market.
Although not strictly defined geographically, these
markets represent the higher value residential
markets of London. Prime Central London is shown
below in light green. Outer prime London refers to
the areas included within prime North West, prime
South West, prime West and prime North and East.

Source: Savills Research
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KEY M ARK E T
R I S KS
London is a truly global city and its residential markets, particularly at the top end, are
frequently influenced by the political and economic climate of countries around the world.
Below are some of the ongoing domestic and international risks to the property market.

BREXIT

SUPPLY OF NEW HOMES

Issue: A weakening in London’s global
competitiveness and banking sector

Issue: Oversupply at the top end of the market

Impact: Critical factors for London are
how the decision to leave the EU will affect
London’s standing as a world city and global
financial centre, the adjustment of trade
regulations and tariffs, the attractiveness
of London as a European base for global
companies and work permit and immigration
restrictions for EU citizens. It is likely the EU
referendum result will cause a decline in the
number of EU students.

Impact: There is a large pipeline of homes in
the near term and new build pricing premiums
are high and need to be justified on a scheme
by scheme basis. We are seeing concentrated
clusters of supply where schemes may struggle
to become differentiated from the competition.

ECONOMY

However there are some mitigating factors
to delivery such as developers looking
at alternative uses or delaying starting
construction until the market outlook is more
certain. The number of construction starts
of new homes at the top end have already
started to come down.

Issue: Slower GDP growth, rising interest
rates and inflation

GLOBAL RISKS

Impact: The UK’s GDP grew by only 0.1% in
Q1 2018 due to reduced productivity. As such,
the Bank of England (BoE) has retained a low
interest rate environment (currently 0.5%).
Following the weakening of sterling after the
Brexit vote, the UK started to feel inflationary
pressures, placing a squeeze on household
affordability. More recently, inflation fell to
2.4% in March 2018 but it is likely to remain
above the BoE’s 2% target in the near term.

POLITICS & POLICY
Issue: A weaker Conservative majority and
property taxation
Impact: The Prime Minister’s weakened position
could have an adverse effect on business
confidence and Brexit negotiations. However
a stable and consistent government through
and beyond the Brexit negotiations may act
as a steadying influence on the market.

Issue: Geopolitical tensions, unwinding of
quantative easing and restrictions of capital
outflows in China
Impact: In times of wider global uncertainty,
high net worth individuals may look to place
their money in ‘safe havens’ outside of the
affected region, including London.
Quantitative easing has been halted and
global interest rates stopped falling. There
is not the expectation of rate rises and more
focus on yields, which may limit demand for
prime property.
The Chinese government is limiting overseas
investment. This pressure from Chinese
regulators may limit investment in global real
estate, but we do not know to what extent.

Prime London continues to contend with
changes to stamp duty and the removal
of mortgage interest relief on buy-to-let
properties. Recent changes to inheritance
tax for non-doms could affect overseas
appetite for property.

Source: Savills World Research, Savills Research, Centre for Cities, HESA, TfL, Oxford Economics, 2011 Census,
GLA London Datastore, Mastercard, Deloitte CFO survey, Global Data Wealth Insight 2017
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