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Is the end in sight?

COVID: Proceeding with caution
Almost all legal restrictions on social

NEWSLETTER | JULY 2021

This is not where England had
hoped it would be on 19 July - and
caution prevails throughout the
economy.

High levels of demand

Despite the lingering uncertainty
that has defined much of the
pandemic, strength of demand
confinues to be prevalent in
London, and in particular in popular
prime residential areas. June has
seen significant increases in both
levels of new prospective tenants
and number of viewings in the
Capital.

UK lockdown restrictions have now,
for all practical purposes relating to
the real estate industry, been fully
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upwards by some 5% against the
previous quarter, and 4% against
the same quarter last year with an
expectation that this trend will
continue as international fravel
restrictions relax even further.

Corporate Relocations enquiries are
on the up for moves in the Capital
and it's very possible that a return
to office life may drive further
demand for properties in London.

Broader frends

More broadly, however, the UK and
the London economy continue to
face a number of challenges
despite promising signs of growth
present in the global economy.
These include lower tourist numbers

contact were removed in England
on 19 July and some 70% of all
adults in England have been fully

vaccinated.

Nevertheless,

rise.

there are sfill
50,000 daily cases of infection and
hospital admissions are still on the

over

experiencing pent up
demand built during
lockdowns.

Pressure on rent

supply, has driven rental values

reloxed but R3 believes we are still
levels
successive

Rising demand in prime residential
London, and a normalisation of

than pre-pandemic levels and

of prevalent Brexit uncertainties.

Despite the recent ease of almost
all restrictions, R3 remains cautious
in its outlook for the forthcoming
quarter.

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

After a long period where positive momentum was
building in the economy, the pandemic dragging on
is dampening business confidence, with the first
decline since Q1 2020. This is at odds with the rental
market, which has experienced a resurgence in the
last three months and shows little signs of abating.

Source: OECD data — amplitude adjusted base 100

RPI All ltems: % change over 12 months

RPI'is a measure of inflation — and as such, has been
affected by recent inflationary pressures as
economies ease out of lockdown. Despite this rising
paftern, and RPI being at its highest since Feb 2018,
most regard these spikes as femporary effects caused
by supply boftlenecks and pent up demand.

Source: Office of National Statistics — Retail Price Index

London Private Housing Rental Prices Index 12 mth %
For the broader London rental market, the picture is
different to prime and super prime residential areas.
London generally has seen a decline in ifs housing
renfal index over the last 12 months and has now
reached a state of stagnation at 0.0%.

Source: Office of Nafional Statistics — London Rental Index

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

While new instructions over the last three months
remain flat (though actual instructions are on the up),
there are positive signs about tenant demand and
renewed optimism on rent expectation over the next
three months, the latter showing a continued upward
frend since Q3 2020.

Source: RICS Monthly Market Surveys
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FIGURE 3 Frustrated with the lack of FIGURE 3 — R3 RENTAL INDEX & YIELD
open and reliable consolidated rental Prime and Super Prime Rental Index & Yield — started Q1 2019, base 100 against Prime.
data in London, R3 started its own two

rental fracking indices in Q1 2019. H R3-SP Index
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Source: R3Location Research

the course of 2021.

Marco Previero

Director and Research Lead af R3

“The prime residential lettings market in London continues to show signs of recovery
with numbers of enquiries and fenancies agreed at their highest for some time, and
even as we confinue to face restrictions on international travel. The pandemic,
however, isn't over. Caution remains the operafive word in the current environment”

AR3A INSIGHTS Every quarter, Anna Barker
R3Location produces its own research AR3A o DlrtecforLong
perations Lead Fg %

which it publishes on its website and is

g;cﬂlg?ﬁé&gﬂ. The most recent one is | NS | G HTS

R3 has added to its AR3A Insights P
research to include, in addition to “O h effort
London and the lower Thames Valley er researcn etiorts Qre |r?
region, Birmingham and its commuter direct response to clients
belts. needs. They value data that's
helpful to their relocating
employees. R3 is the only DSP
engaging in this activity.”

at R3

You can access these and other
valuable (free) research on our website.

FIGURE 5 — SPOTLIGHT ON... UK Traffic light system

UK Traffic light system for arrivals from countries that are green, amber or red listed

GREEN RED

Every quarter R3 includes a Spotlight On P
section. This month, the focus is on the Lo::::??;:n \/ \/ \/
governments ftraffic light system for

international arrivals. Pre-departure \/ \/ \/
Test at destination

The Government has provided

FIGURE 5 - Spotlight on...
UK Traffic light system

guidance on what you must do when
you arrive in England from abroad. The Hotel quarantine >< >< 10 days
rules will depend on where you have
been in the 10 days before you arrive. Not if vaccinated:;
Self-isolation >< 10 days if not N/A
Countries have been classified as vaccinated
green, amber or red depending on their )
own COVID status and the rules on the Test to Release N/A O eley Sl ey Business

right fells you what you must do if you vaceinated

have been in those countries or

territories and you arrive in the UK. PCR Test On or before day 2 On or before day 2 On or before day 2

after return to UK after return to UK after return to UK
For a full country list — visit the official )
Government website. Further PCR >< Day 8if not Day 8
Test vaccinated

DISCLAIMER: This newsletter is published for general information only. It has not been prepared in accordance with legal requirements designed to promote the
independence of investment research. It is Marketing Information prepared fo good standards and R3 cannot accept responsibility for any loss or damage arising as a result
of use of this data by third parties.


https://www.r3location.co.uk/marketupdates/
https://www.gov.uk/guidance/red-amber-and-green-list-rules-for-entering-england#amber-list

