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Gross yields in 
Q4 remain 
largely consistent 
with Q3 figures. 
However the 
slowdown in the 
rate of capital 
growth reduced 
returns slightly in 
Q4 2016. 

Capital appreciation compares the average sales price in 
period Q1 2015–Q4 2015 with the average sales price in 
period Q1 2016–Q4 2016 

Source: Foxtons, Land Registry
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All parts of 
London have 
seen strong 
capital growth 
over the past five 
and ten years.
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ToTaL annuaL ReTuRn (gRoss yieLds + capiTaL appReciaTion)  
foR fLaTs in London

capiTaL gRowTh oVeR LasT 5 and 10 yeaRs

total annual return for flats in London  
Q4 2016

Residential property across London continues to offer strong returns on investment. 
This is despite some falls in rents and a slowdown in capital value growth. Returns for 
flats are highest in outer parts of London in Zones 3 to 6 while for houses, Zone 2 is 
currently offering the highest returns.    
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Long term investment performance

gRoss yieLds

ToTaL ReTuRn (gRoss yieLds + capiTaL  
appReciaTion) in The LasT 12 MonThs

capiTaL appReciaTion

5 years (2016 vs 2011)

gross yields

10 years (2016 vs 2006)

capital appreciation
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down slightly from 14.2% in Q3 2016

AveRAGe 
GRoss yIeLds

Zone 1 Zone 2 Zones 3–6

studio 4.1% 4.4% 5.2%
1 bed flat 3.9% 4.4% 4.8%
2 bed flat 3.2% 4.0% 4.4%
3+ bed flat 3.8% 4.3% 4.9%
flat 3.7% 4.2% 4.6%
house 3.1% 4.1% 4.2%

Q4 2016 Zone 1 Zone 2 Zones 3–6

flat 4.9% 8.6% 14.0%
house 5.9% 14.2% 13.0%

Q4 2016  
LAnd ReG dATA

Zone 1 Zone 2 Zones 3–6

flat 1.3% 4.4% 9.4%
house 2.8% 10.1% 8.7%

disclaimer: This report is produced for general information only. While every effort 
has been made to ensure the accuracy of this publication, Foxtons accepts no liability 
for any loss or damage of any nature arising from its use. At all times the content 
remains the property of Foxtons under copyright and reproduction of all or part of it 
in any form is prohibited without written permission from Foxtons
date of publication: February 2017

The Foxtons yields index has been compiled using Foxtons datasets for rents and sales prices. Both datasets were converted 
to price per square foot (psf). gross yield = average annual rent psf (for last quarter) / average sales price psf (for last year).
Total Returns were calculated by adding annual capital appreciation (Land Registry data) to the yield.

Seasonality is a much 
stronger driver of the 
rental market over the 
course of a year than 
fluctuations between 
years. The ratio of 
renters per available 
property throughout 
2016 was very closely 
matched to the 
average between 
2013 and 2015.

Areas shaded grey 
did not have 
enough data points 
for the period
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Key FoxTons  
MARKeT 
IndIcAToRs
Q4 2016 againST Q4 2015

RaTio of new RenTeRs RegisTeRing To new pRopeRTies insTRucTed 

aVeRage weeKLy RenTs foR 1 Bed fLaTs, 2015/2016

Average weekly rent

new renters per new 
property instructed

¡ The number of properties being offered to 
rent continued to pick up in the final 
quarter of 2016. over the course of the 
year investors who bought before stamp 
duty changes offered properties to the 
market while would-be vendors chose to 
let properties and sell at a later date.

¡ despite rising stock levels, an increase in 
demand at the very end of the year 
compared to previous years meant that 
the ratio of renters per available property 
ended 2016 on a par with previous years.

¡ after dropping back slightly in the third 
quarter in the period following the Brexit 
vote, the proportion of renters from western 
europe picked up again in the final quarter  
to comprise 27% of all renters (from 23%  
in Q3).

¡ Rising rental stock put some downward 
pressure on rents over the course of 2016. 
small flats in Zones 1 and 2 were least 
affected while larger flats in the most central 
areas saw the greatest falls. 

¡ The premium paid for furnished flats 
widened further in the fourth quarter 
although the greatest difference remains 
in Zone 1.

¡ Total annual returns for flats in London 
averaged 13.3% in Q4 2016, down 
slightly from 14.2% in the third quarter. 
This is largely a result of a slowdown in 
the rate of capital growth.

Properties let on  
2+ year tenancies

Gross yields for flats

Total return for flats
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average 2013–2015

Renters per property

2016
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The premium paid for furnished flats increased further in the fourth 
quarter although by far the largest premium remains in Zone 1. 

In a continuation of 
the trend from Q3 
2016, average rents 
continue to fall across 
most parts of London. all properties
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annuaL change in aVeRage 
weeKLy RenTs (Q4 2015–Q4 2016)

aVeRage annuaL RenT peR sQuaRe fooT foR Tenancies 
sTaRTed in Q4 2016 in London (Long LeTs)

aVeRage saLes pRice peR sQuaRe fooT foR pRopeRTies 
eXchanged in Q4 2016 in London

Difference between Q3 and Q4 2016 

Difference between Q3 and Q4 2016 

pReMiuM paid £psf foR fuLLy fuRnished fLaTs oVeR 
unfuRnished in Q4 2016 in London (Long LeTs)

change in average weekly rents  
for flats over past year

small flats in Zones 1 and 2 were most robust in resisting the downward 
pressure on rents, while larger flats in the most central areas have been 
impacted most.

source: Foxtons 

source: Foxtons 

source: Foxtons 

Q4 2016 compared to Q4 2015

Zone 1

Zone 1

Zone 2

Zone 2

Zones 3–6

Zones 3–6
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average rents and annual change by property type

aVeRage RenTs and annuaL change By pRopeRTy Type

As per Q3, flats not 
on ground level 
continue to generate 
a premium.

RenTaL pReMiuM/discounT By fLooR LeVeL

source: Foxtons, showing the rental premium / discount paid per square foot compared 
to the overall average rent per square foot for flats over the whole of 2016.

Lower ground

ground

Raised ground

first floor and higher  2.2%
 6.2%
-9.3%
3.2%

Q4 2016 aVe 
weeKLy RenT, 
% change

Zone 1 Zone 2 Zones 3–6

studio £331  -0.5% £296  -1.5% £221  -4.3%

1 bed flat £431  -5.7% £365  -1.7% £291  -2.7% 

2 bed flat £597  -5.9% £460  -4.6% £363  -2.9%

3+ bed flat £984  -13.8% £660  -5.5% £486  -2.4%
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CLIENT Foxtons  Featured in Country Life magazine and The Times (Bricks and Mortar)
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