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Is low supply coming to an
end?

A new equilibrium

The period of low supply in London
is slowly coming to an end, but the
replenishing of stock levels is not
homogenous across the capital
with popular neighbourhoods such
as Kensington, South Kensington,
Chelsea and Notting Hill still in
demand.
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Rent increases are easing, but...

As a result of this, and prospective
tenants levels reverting back to
levels more consistent with pre-
COVID times, rent increases are
beginning to ease though still on
the rise (see FIGURE 2 - R3 Rental
Index).

..Mortgage rates adding pressure
Mortgage rates have risen sharply,
and this may (if not already) put
additional pressure on Landlords to
increase rents. This could go some
way to explain the rise in rental level
recorded in the quarter. R3 has
added to its research by fracking
quarterly changes to rent (see
FIGURE 3 - Quarterly Rental %
change) showing an increase in the
quarter of just over 4%.

A focus on renewals
Moreover, sustained high inflation is

putting additional pressure on
tenants, in  particular  during
renewals, as Landlords look to

maximise rental increases at this
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sensitive point. While RPI is frending
downwards, like inflation (see
FIGURE 1 - Property Market
Dashboards), it still came in at 10.7%
in June, making it 11.2% for the
quarter. These are levels not seen
for a long fime and will continue to
put pressure on rents in the coming
months.

A look ahead

As always, past performance is not
always indicative of future results,
and R3 expects rent level increases
fo slowly deflate over the
remainder of the year.

Finally...

R3 has added to its AR3A Insight
updates (see FIGURE 4 - A spoftlight
on...) by publishing quarterly
average rents fo include all UK
regions. Please do take time to visit
our website where these updates
are shared for free. R3 continues to
lead the way in how it undertakes
and shares research in  the
relocation market.

FIGURE 1 - Property Market Dashboard: Quarterly summary of key performance indicators linked to the London rental market
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OECD UK Business Confidence Monitor

As predicted, business confidence in the UK has
come under some pressure as a result of economic
and political instabilities including a number of strike
actions from Transport services, health service, and air
fraffic control services. We anticipate this slow decline
to confinue into next quarter.

Source: OECD data — amplitude adjusted base 100

RPI All ltems: % change over 12 months

RPI is a measure of inflation. RPI for the last quarter
decreased from 13.6% to 11.2%, in line with easing of
inflation and the reduction in energy costs associated
with housing. There are signs that this will continue to
ease down as we revert back to lower levels over the
remainder of the year.

Source: Office of National Statistics — Retail Price Index

Rental Price Tracker

A shift upwards in rent in this latest quarter, with
annual changes steadying but still coming in at 10.4%
increase year on year for the National Average and
12.5% increase for London rents. R3 sfill maintains that
rents will level off over the remainder of the year as
demand and supply stabilises to a more natural level.

Source: Homelet

3 mths % change responses (down/up/same)

Tenant demand and new landlord instructions are
showing signs of stability, which in turn is driving
expected future rent slightly downward (3 mths rent
expectation index) as the market adjusts to a more
stable level of supply and demand. We expect this
frend to continue into next quarter.

Source: RICS Monthly Market Surveys


https://www.r3location.co.uk/market-research/rental-data/
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FIGURE 2 Frustrated with the lack of FIGURE 2 — R3 RENTAL INDEX & YIELD ) )
open and reliable consolidated rental Prime and Super Prime Rental Index & Yield — started Q1 2019, base 100 against Prime.
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Marco Previero

Director and Research Lead at R3

“Rental prices remain historically high, and higher than at pre-pandemic levels. These
remain challenging times for tenants and it is critical for clients to use a trusted,
specialist destination services company like R3, with depth and breadth of in-house
resources and expertise fo maximise support for their employees moving to the UK”

FIGURE 4 — SPOTLIGHT ON... AR3A INSIGHTS

Every quarter, R3 produces AR3A insights summaries and we are adding to it!

FIGURE 4 - Spotlight on...
Every quarter R3 includes a Spotlight On

section. This month, the focus is on our For the full-scale version,

AR3A Insights research. please visit our website by
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Every quarter, R3 produces ifs own
rental postcode and area research
analysis which it publishes on its website wesT i
and is available to all. R3 has published
its latest AR3A Insights research fto
include London, the lower Thames
Valley region, and Birmingham and its
commuter belts.
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In line with our expanding remit as UK
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DISCLAIMER: This newsletter is published for general information only. It has not been prepared in accordance with legal requirements designed fo promote the
independence of investment research. It is Marketing Information prepared to good standards and R3 cannot accept responsibility for any loss or damage arising as a result
of use of this data by third parties.
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