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MIND THE GAP
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Mind the gap - price reductions in prime central London

Ayear ago, with prices falling, we examined the rise in price reductions, which were becoming more
prevalent across prime central London. More recently, in Q1 2017 45% of properties sold had been
reduced in price before finding a buyer. Still a significant proportion of sales. However, it does
represent a modest improvement on both the first quarter last year and Q4 2016, when 51% of homes
sold had been reduced in price.

In contrast, the lettings market has followed a different path. The number of properties let, which had been reduced in price
before finding a tenant, rose last year, reaching 47% in Q1 2017. Despite the number of properties let across prime central London
rising last quarter, an increase in stock in the latter part of 2016 has meant rents have fallen, and landlords are having to adjust
their asking prices to attract tenants.
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Price paid compared with initial asking price - Prime Central London by price band

So far this year the gap between initial asking prices and prices achieved has narrowed. However, discounts are still higher than we saw
pre-2016 and suggest that there is still some recorrection to come in asking prices in order to bring them closer in line with buyer
expectations.
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Sold price compared with initial asking price - Prime Central London

The proportion of properties sold in PCL at 10% or more below their initial asking price has continued to rise since Q1 2016. Over the last
three months (Q1 2017), a third of properties sold achieved less than 90% of their initial asking price (more than 10% below their initial
asking price), up from 21% a year ago. This suggests two things. Firstly, that properties are still reaching the market with overly optimistic
asking prices. But, secondly, that vendors are becoming more accustomed to market reality and are now willing to accept lower offers
than they may have done in the past.
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Properties sold with a reduction of 10% or more off initial asking price - by area

Ata local level, the majority of prime neighbourhoods saw an increase in properties sold with discounts of 10% or more off initial asking
prices.
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Rental Market
Rental values agreed compared with initial asking price
Across PCL average discounts on initial asking prices remain highest for properties let for over £1,000 per week. Properties let for less

than £1,000 per week had an average discount of 8.5% off initial asking price, compared with discounts averaging 11% for homes over
£1,000 per week.
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Let price compared with initial asking price

Since late 2015 the number of properties let with discounts of more than 5% off initial asking prices has increased. In Q1 2017 42% of
properties let achieved 10% or more below their initial asking price, up from 33% a year ago and 21% in Q1 2015.

100% l . l B More than 20%
SRRRRRRRRARRRNRRE

80% W 15% to 20%
70%
60%

20% 5% to 10%

40%

30% B Up to 5%

20%

10% B No Discount - Asking
or higher

0
Q1 Q Q4 | Q

2 Q3 Q4 Q1 Q2 Qa3 o4 Q1 @ a3 1 @2 Q3 o4 Qa

10% to 15%

xX

2013 2014 2015 2016 2017

Source: LonRes - Let in Prime Central London

LON PROPERTY.
DATA. - t ri ‘matior V0 7904 6607 nail research@ N
RES [ For further information call 020 7924 6622 or email research@lonres.com



LONRES .MARKET . BRIEFING. / T /

Mind the gap - price reductions in prime central London

Properties let with reduction of 10% or more off initial asking price - by area

Looking at specific neighbourhoods, the majority again saw an increase in the proportion of properties let at 10% or more below initial
asking price, with only Mayfair seeing a significant reduction. In South Kensington, Chelsea and Knightsbridge and Belgravia more than
40% of properties let in Q1 2017 were agreed at prices 10% or more below their initial asking price.
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Avyearon from our last report on price reductions, it seems that many are still struggling to set realistic and achievable asking prices. We
had anticipated that we could see a fall in price reductions this year. But, what is encouraging, is that vendors and landlords are realising
that in the current market they need to consider lower offers.
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