200PLA

Report

+7.5%

Annual change in rents, UK
excluding London

37%

Affordability: % of salary to
cover rent, single earner, UK

\_

UK Rental Market

Research and Insight
Q4 2021
(published 9t Feb 2022)

Latest insight on the UK Rental Market based on Zoopla’s Rental Index
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Annual change
in rents, UK
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Annual change
in rents, London

£969

Monthly rent,
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14 days

Average time to let
a property, UK average

J

“Rental demand has
risen strongly amid
increased activity in
city centres, but
supply is still
constrained, leading
to the fastest growth
in rents in Q4 than at
any time over the last
13 years”

Grdinne Gilmore
Head of Research, Zoopla
*new methodology, using ASHE data rather

than LFS, so figure not directly comparable
to reports before Q3 2021

Executive summary

UK annual rental growth for new Llets rises to +8.3% in Q4 2021 as
demand gains momentum amid chronic shortage of supply

Even so, rent as a proportion of a single earner income (37%) is
still broadly in line with 10 year average (36%)

London rents are up +10.3% on the year, but large falls in 2021
mean average rents are up just £18 a month since March 2020

UK rental demand is up 76% in January compared to similar
periods between 2018-2021

Cumulative rental growth is 12% over the last 5 years, slightly
under the rise in average hourly earnings over the same period

As the demand peak falls back in coming months, less pressure
on rental supply will create more competition in the market, and
put the brakes on the scale of rental growth
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UK rental growth at +8.3%

Average UK rents rose 3.7% in Q4 2021 taking the annual rate of
+ £1 8 rental growth across the UK to +8.3%. This further rental growth was
underpinned by a continued rise in rental demand, particularly in

Rise in average
J city centres, amid a chronic shortage of supply.

London rents
compared to March

2020 The average rent for the UK is now at £969 pcm, a new high, and

£62pcm higher than at the start of the pandemic.

Rents rising across the UK

156% == London -rental growth = UK excl London -rental growth

— UK excl London - rent pcm
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2ental Index

London leads the way in terms of rental growth, with a 10.3% annual
rise. Even so, given the falls in London rents during the pandemic, as
shown by the chart above, rents in London are only modestly above
where they were at the start of the pandemic. In March 2020, the
average London rent was £1,622, and in December 2021, it had risen
to £1,640.

Rents have risen in every other region and country in the UK, with
growth ranging from 4.8% in Scotland to 10.2 % in Northern Ireland
(see map on page 5).

An analysis of asking rents over recent months suggests that much
of the pandemic ‘rental recalibration’ took place during Q&4., with an
easing in asking rents during January.

The change in rents has put upwards pressure on affordability
levels in many regions, although they remain close to longer-run
averages.

Zoopla’s measure of affordability — rent as a proportion of gross
income - has averaged 36% for a single earner over the last
decade. In December it rose to 37%. For those sharing with one other
person, rent accounts for 18% of average income.
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36%

Long-run average, rental
affordability, rent as
proportion of single earner
gross income

Regional rental affordability broadly in line with long-run average
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Source: Zoopla Rental Index, ASHE Affordability: rent as % of gross earnings, single earner

The headline affordability metrics suggest that rents could rise
more before affordability becomes very stretched.

There is flexibility in the rental market among those with more
disposable income, who can adjust their rental expectations in line
with their budget, choosing a slightly smaller property to lock in a
lower headline rent.

However any rises in rents will be felt most keenly by those on lower
incomes who have less choice in the market.

As demand continues to outstrip supply, there will be continued
upwards pressure on rents. However, landlords will be also
considering these affordability metrics and how it might affect
demand in their market as they re-list any properties.

The scale of demand in January is clear from the chart below, with
the New Year bounce resulting in demand being some 76% higher
than the same month in the previous four years. However, demand is
already starting to ease back into February.

Demand continues to outstrip supply of homes to let
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Source: Zoopla Research % change - 28 days to 30 Jan 2022 vs same period in 2018-21
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Demand surges in cities

Rental demand has gathered momentum in city centres over the
Last six months as the pandemic started to ease.

This time last year we were reporting the ‘halo effect’ as demand in
wider commuter zones rose amid a ‘search for space’, but dipped in
city centres amid consecutive lockdowns.

Now, demand has firmly bounced back in city centres as offices
have re-opened, students have returned and the increased ease of
global travel has allowed a release of pent-up international

demand.
Rental growth accelerates in central cities
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This has led to a strong rise in the annual rise in rents in these cities,
with annual growth in rents in the inner cities outpacing the wider
commuter zones for the first time since the start of the pandemic.

At the same time, supply in the rental market remains tight. Around
8% of previously rented properties were put on the sales market in
H2, indicating that some landlords were looking to crystallise gains.
At the same time the level of investment into the rental market has
been structurally reduced since the changes in stamp duty and
taxes for landlords in recent years.

The current rise in rents for new tenancies may also persuade more
renters to stay put in their current property and agree terms with
their current landlord, again reducing supply in the market.

Outlook

As the January peak of demand eases into Q2, in line with seasonal
trends, and also because of more renters deciding to stay putin the
face of higher rents, putting less acute pressure on supply, we
expect the pace of rental growth to slow throughout 2022, with 4.5%
rental growth across the UK excluding London, and 3.5% in London.
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Rental Highlights

Note: The Zoopla rental market index is repeat transaction index, based on asking rents and
adjusted to reflect achieved rents. The index is designed to accurately track the change in rental
pricing for UK housing.

December 2021
(Published February 2022) COGUELRS  AATIEE:
City change inrents rent (pcm)*
Source: Zoopla Rental Market Report
1. Belfast 10.9% ™ £658
City 2. Nottingham 10.6% ~ £766
3. Bristol 10.3% ~ £1,119
Annual % Average rent 4. Leeds 9.6% N £782
change in rents (pcm) *
5. Cardiff 9.5% ~ £872
6. Glasgow 9.5% ~ £
7. Manchester 9.5% ~ £821
8. Birmingham 9.4% N £741
9. Cambridge 12% ~ £1,276
Scotland 10. Edinburgh 72% ~ £074
48% ~ £639 @ 1. Sheffield 6.6% £666
12. Southampton 6.5% ™ £908
13. Newcastle 6.3% ™ £642
14. Liverpool 6.0% ~ £652
15. Aberdeen 20% ~ £577
UK (ex. London) 5% ™ £811
Northern Ireland North East UK 8.3% ~ £969
102% ~  £646 60% ~  £561 @
U Yorkshire and Humber
North West

8.5% ~ £655

9 ‘
99 o East Midlands
4

8.0% ~ £674

80% ~  £709

West Midlands

East of England
8.6% ~ £728

9 61%~ £963
Wales
9 9 London

9.8% ~ £686
e 10.3% ~ £1,640

South East

South West

9.5% ~ £897
6.4% ~ £1,089

* Average 1-4 bed properties
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Rental Market In Detail: December 2021

Average Rent % YOY % YOY Affordability Time to rent
(PCM) (Dec 2021) (Dec 2020) (Single earner) (Dec 2021)
UK £969 8.3% -1.3% 3.0% 37.2% 14
UK ex. london £811 7.5% 2.0% 3.9% 31.1% 13
North East £561 6.0% 4.0% 3.7% 24.4% 15
North West £674 8.0% 1.9% 41% 27.3% 13
York and Humber £655 85% 2.6% 46% 271% 14
East Midlands £709 8.0% 3.2% 49% 29.1% 15
West Midlands £728 8.6% -0.5% 2.9% 29.3% 15
East of England £963 6.1% 2.4% 3.4% 35.9% 13
London £1,640 10.3% -8.4% 1.0% 52.5% 14
South East £1,089 6.4% 1.3% 3.2% 38.4% 14
South West £897 9.5% 3.8% 55% 36.4% 1
Northern Ireland £646 10.2% 41% 5.2% 26.7% 13
Scotland £639 4.8% 0.6% 2.7% 24.2% 1
Wales £686 9.8% 2.5% 5.0% 28.5% 14
Belfast £658 10.9% 3.6% 5.3% 27.2% 13
Birmingham £741 9.4% -1.3% 2.8% 30.2% 14

Bristol £1,119 10.3% 2.7% 6.0% 42.2%
Cardiff £872 9.5% 1.6% L.6% 35.7% 15

Edinburgh £974 7.2% -25% 25% 35.2%
Glasgow £ 9.5% 3.0% 5.0% 25.5% 9
Leeds £782 9.6% 0.1% 4.5% 30.1% 13
Liverpool £652 6.0% 3.5% 4.2% 26.4% 1
Manchester £821 9.5% -1.0% 3.6% 33.4% 12
Nottingham £766 10.6% 2.7% 6.2% 30.8% 15
Sheffield £666 6.6% 3.8% 4.0% 26.9% 14
Southampton £908 6.5% 2.2% 3.4% 33.8% 16

Contacts If you have any questions about our research please do get in touch
Grdinne Gilmore Richard Donnell
Head of Research Director of Research & Insight
grainne.gilmore@zoopla.co.uk richard.donnell@zoopla.co.uk
Recent publications Sign up for all the latest research from Zoopla at

advantage.zpg.co.uk
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House Price

Index
December are employed to ensure its accuracy. However, no reliance should be placed on the information

The information and data in this report was correct at the time of publishing and high standards

2021 contained in this report and Zoopla Ltd and its group companies make no representation or
warranty of any kind regarding the content of this article and accept no responsibility or liability

200PLa

for any decisions made by the reader based on the information and/or data shown here.
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