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IssuespropellingLondon prices over
recentyears has beenanappetite from
global purchasers for tangible invest-
ments. Addin ultra-low interest rates,
togetherwiththefactthatnotonly

is London outside the Eurozone but
thatthe poundisweakandyou have
the perfectingredients forthat heady
cocktail —“the safe haven investment.”

Having the worlds best schools, a

unique cluster of leading universities, a
trusted legal system, the English lan-
guage, clear propertytitle and enjoy-
ing the status of beingthe worlds most
important city to global HWNIs all help.
Butcurrency performance, the cost of
moneyand the fear of financial invest-
ments have beeninstrumentalinpush-

ing prices higher.

“London’s 57% price growth over the past four years,
compares favourably with price performance in other

leading global cities, such as New York & Singapore.”
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Knight Frank’s international network
of research teams collects an
unrivalled range of dataanalysing
the world’s mostimportant prime resi-
dential and commercial property mar-
kets.The graphs onthe opposite page
illustrate the five-year change in capital
values of luxuryhomes in selected
locations and the changein rentalval-
ues of office spaceinthe word’s

mostimportant financialce ntres.
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Creating wealth, it seems, is hardwired
into us as a species. The totalnumber
of HNWIs aroundthe worldis increas-
ing once more, despite the global
economy still suffering fromthe after-
shocks ofthe creditcrunch and

the ensuing financialcrisis.

Much of this wealth creationis taking

placein the world’s new economic pow-

erhouses, but London and New York
are still considered the mostimportant

cities forthe super-rich.

“..London and New York are still considered the

most important cities for the super-rich.”

Richmond upon Thames is unique with
rich history, beautiful landscapes and

world class tourist destinations.

The outlook for Richmond upon

Thames local economy s extre mely
positive. The borough has a diverse
economyandis anentrepreneurial

borough, characterised bya high pro-

portionof micro-businesses and alarge

number of self-employed residents.

Business Servicesis the largest sec-
torin Richmond uponThames with
22,100 employees, accounting for 30%
of the employee jobs available in the
Borough. In addition, 6,100 residents
are self employedinthissectorinthe
borough. Locallythereis a diverse mix
of sub-sectors, witha strongfocus on
highervalue activities with the largest
job contributors beingthe legal, ac-

counting and consulting professions.

Richmond uponThames is a unique
boroughwhich has a cluster of high
value professional, scientific and tech-
nical companies anda strong green

technology s ub-sector.

Itis one oftop boroughsin South
London for professional, scientificand
technical sector employment. Around
56% of employeesinthe boroughare
from the knowledge sectorandthere
are 2,975 professional, scientificand
technical unitsin the borough, re pre-

senting 25.1% of the total businesses.

With one of the highest proportions of
highlyeducated residentsinLondon,
56.9% of residents are educated to
NVQ Level 4 and above compared

to the London average of 38.6%, the

borough consistently beats UKaverages

in education, skillsand training.
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2013 delivered modestrental growth.
2014 will see stronger, sustained,
growth in rents. After 2014 ourlong
term forecastis forrents to rise about
4% perannum, which is equivalent to

long term income growth.

While there are undoubtedly short term
risks, the long term picture forinvestors
in Londonis positive. The Office for
NationalStatistics has revised upwards

its forecast for household numbers in
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London for 2021 by 4.7% percentage
points andthe impact ofinfrastructure
projects, exemplified by Crossrail,
willimprove the capacity of London’s
economyfactors contributingto higher

accommodation demand.

Investors might be disgruntled bya fall
in rental income currently, the surge in
capitalvalues has ensured that total
returns have remained at double digit

levels foreachofthe past3 vyears.

“..the long term picture for investors in London is positive. The

Office for National Statistics has revised upwards its forecast
for household numbers in London for 2021 by 4.7%...”
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Richmond upon Thames has the highest
employmentinthe tourism sector within
South London with 12% ofthe Bor-
ough’s workforce employedin tourism
related jobs, significantly higher than

the 8% national proportion.

The maindistinctive feature is the num-
berof museums, historicalsites, botani-
cal gardens providing tourism-related
employment, providing over 12% of the
total in the sectorcompared withthe
proportionof 2% inEngland and 3%

in London.

There were 770 business units in the
sectorin 2008, including prestigious
locations suchas Hampton Court Pal-
ace, Kew Royal Botanic Gardens,
Ham House and Garden, Marble
Hill House plus hotelsand numerous

visitor destinations.

Locallyretailis the third largest sectorin
the borough with 7,700 jobs in 2008, a
higherproportionthan central London

andinlinewiththe national average.

With over 3,900 businesses in this sec-
tor, Richmond upon Thamesprovides
more thanfifth (23%) of South London’s
creativeindustry. This supportedatleast
16% of the Borough's jobs (11,500) in
2008, not accounting for self employ-
ment. This is significantly higher than
London and comparator economies.
The high proportion ofjobs, local
businessesand consultancieswithin the
creative industries in the Boroughis a
reflection of the highlyeducatedand
skilled residents. The physical and cul-
tural heritage of the borough have long

been adraw forthe creative industries.

Richmondis one ofthe cheapestbor-
oughsinlLondonto purchase right now.
The price of atypical one bedroomflat
is overfive timesmore expensive

in Knightsbridge.

RICS (Royal Institute of Chartered
Surveyors) have forecasted a 9% ca pi-

tal growthfor UK propertyin2013 &

2014. The graph (below) shows a
typical sigmoid growth curve illustrating
price movement towards market maturi-
ty. London propertyis, inouropinion—
atthe steepest point of potential price

increase with plentyofroomto grow.

Startingfrom a low base, such price
growth would generate a large

percentage return oninvestment.

“London property is, in our opinion — at the steepest point

of potential price increase with plenty of room to grow.”
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We forecast that the Richmond will
achieve rental returns of 7% to 9%.
Yield annual rent divided by purchase
price isa keymeasure when investing
in property. Ahouse costing£100,000
thatrents for£7,000 perannumwould

have a 7%yield.

Capital Growthratesin Richmondare

currentlybetween 9% and 12% per

annum. We believe thatinvesting in
Richmond will increase dramatically
once sizeable infrastructure investments
by Westfield are completed. Thisboost
to local economy, transport links inte-
grating Richmond more efficiently with
central London will resultina boost of
around 17%nextyear, in totala return

of31% overthe periodof3 years.
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“...Transport links integrating Richmond more efficiently with

central London will result in a boost of around 17% next year,

in total a return of 31% over the period of 3 years.

YR 1

YR 2 YR 3

RRR
01/10/2008 01/10/2008 01/10/2008 01/10/2008 01/10/2008 01/10/2008 RETURN
Equity  invested: -10
Resale  proceeds: 20
Net cashflow: -10 20 0 0 0 0 100% 1512%
Equity  invested: -10 -10
Resale  proceeds: 30
Net cashflow: -10 -10 30 0 0 0 50% 191%
Equity  invested: -10 -10 -10
Resale  proceeds: 40
Net cashflow: -10 -10 -10 40 0 0 33% 76%
Equity ~ invested: -10 -10 -10 -10
Resale  proceeds: 50
Net cashflow: -10 -10 -10 -10 50 0 25% 42%
Equity  invested: -10 -10 -10 -10 -10
Resale  proceeds: 60
Net cashflow: -10 -10 -10 -10 -10 60 20% 2%
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