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Executive summary
* UK rental inflation slows to +7.8%, a 2-year low

* Rental demand down 20% year-on-year as one-off pandemic
factors ease and the labour market cools

* A fifth more homes available for rent than a year ago but current
supply still below pre-pandemic average

* Rental inflation slows rapidly in London to 5.3% as supply/demand
imbalance narrows and affordability pressures hit pace of rent rises

* Scotland remains area with fastest annual rental growth at 11.6%
* Over half of private rented homes are in £1,000+ per month markets

“The rental * Rental affordability at decade high and unlikely to improve quickly
supply/demand
imbalance has
started to narrow but
is far from closed.

* Expansion in rental supply is the main route to better affordability

Cooling rental demand narrows supply-demand imbalance

50 Homes forrent per letting agent Enquiries per available home for rent
Rents for new lets will
continue to rise over 40
2024, albeit at a
slowing rate. Only a 0
rapid expansion in
supply will start to 20
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-28%

Homes for rent per
agent compared to
the pre-pandemic
average (2017-2019)

UK rental inflation lowest for 2 years

The heat is finally coming out of UK rental inflation which has
slowed to 7.8%, down from 11% a year ago - the lowest rate for 2
years. The average UK rent is now £1,223 per month.

The moderation in rental inflation is down to weakening demand
and growing affordability pressures, rather than major expansion in
supply. Levels of new investment by private landlords remain Llow.
The average letting agent has now 12 homes for rent - this is a fifth
higher than last year but 28% below the pre-pandemic average (16).

Demand for rented homes has fallen by a fifth over the last year as
one-off pandemic factors recede, the labour market cools, and
lower mortgage rates support first-time buyers. However, there
remain more than 15 enquires for every home for rent - this is down
from over 40 enquiries in 2021 but still double pre-pandemic levels.

The supply/demand imbalance is narrowing but is far from closed.
Rents will continue to rise over 2024, albeit at a slowing rate.

London leads the rent inflation slowdown

London has recorded a sharp slowdown in rental inflation to just
5.1%, down from 15.3% a year ago. The balance between supply and
demand has narrowed the most in London, with demand 30% lower
than a year ago and available supply increasing by the same
amount. High rents in London mean affordability constraints are
compounding the scale of the slowdown in rent inflation.

Across the rest of the UK, rental inflation is broadly in line with a
year ago despite weaker demand. Rental inflation is starting to slow
across all major cities but to a lesser degree than London.

Rents continue to rise the fastest in Scotland (11.6%) - the only area
where rental inflation remains in double digits. The rate of inflation
has slowed modestly on cooler demand, mainly due to seasonal
factors, but lower rents are less of a constraint on rental growth.

Rental inflation slows fast in London but holds steady elsewhere
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Half of rented homes in £1,000+ per month markets

The pandemic years have driven a step change in rents which have
1 1 6 7 jumped 29% higher since January 2020. This has pushed many more
° o . .
rented homes into the higher rental brackets.

. SCQttISh renFol‘ Analysis of average rents by local authority reveals that over half
inflation remains in

double digits of rented homes (51%) are now in markets with average rents of over
£1,000 per month - almost double the level five years ago.

More areas with higher rents across southern England

Rents in southern England have been close to, or above, the £1,000
pcm level for some time and faster rental inflation has simply
pushed more areas over this threshold.

Nearly all private rented homes in the South East are in areas with
average rents over £1,000pcm, compared to less than half in 2020.
In the East of England it’s 70% today compared to 24% in 2020.
Over half of rented homes in the South-West are above this level.

‘Build to rent’ creates new city centre rental markets

The growth in £1,000pcm areas is now expanding in regional
markets outside the south of England as new city centre rental
markets emerge. The rise of corporate and institutional investment
in rented homes has led to the delivery of over 90,000 new ‘build to
rent’ homes across the UK in recent years with more to come'. House
builders are also starting to sell homes to corporate landlords.

We find that a fifth of rented homes in Scotland, the North West,
East Midlands and West Midlands are now in areas over £1,000
pcm. No local markets had rents over £1,000pcm outside the south
of England just 3 years ago. The North East is the only area with no
markets over this level, while Yorkshire and the Humber has just 4%.

Half of rental homes in markets with £1,000+ average rents

e

(o)}
o
32

m Wales

50% EmScotland m Eastern H London

40%

% of UK private rental homes

2018 2019 2020 2021 2022 2023 2024
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map - https://bpf.org.uk/about-real-
estate/build-to-rent/
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30%

Rent as a percentage of
gross earnings end 2023

2 Zoopla track rental affordability over time
to assess how the cost of renting is improving
or worsening as well as enabling comparison
between areas. We calculate rental
affordability based on average rents as a %
of average gross earnings for a single earner
from ONS i.e. before tax. We then apply an
adjustment to reflect the income of renting
households, (often more than one earner)
assuming 1.25 earners per home which
delivers affordability numbers broadly
consistent with the ONS rental affordability
analysis in 2021. After allowing for tax, the
proportion spent on rent will be higher than
the gross figure.

Rental affordability set to remain high over 2024

Rents for new lets have been rising faster than average earnings for
over 2 years, since October 2021. This has taken our measure of rental
affordability?to a high of 29.5% of gross earnings at the end of 2023.

Rental affordability improved between 2016 and 2021 on the back of
low rental inflation, with rents rising by just 4% over these 5 years - a
result of 1) weaker demand post Brexit, 2) growth in supply pre-2016,
and 3) easier access to home ownership thanks to low mortgage rates.

In contrast, recent years have been marked by strong demand, no
increase in rental supply and high mortgage rates making it harder for
first-time-buyers to access home ownership. This has widened the
supply/demand imbalance, pushing rents for new lets up faster than
earnings, which has led to a deterioration in rental affordability.

Rental unaffordability expected to peak in 2024
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Source: Zoopla Research & ONS earnings data
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25 earner multiplier applied. Dec 2024 = estimate

Grow rental supply to improve rental affordability

Looking ahead, we projected UK rental inflation would halve over 2024
to 5%. The consensus among economic forecasters is that the average
earnings growth will slow to just below 4%. It means no immediate
prospect that rental affordability will improve over 2024.

A sustained expansion in available supply would drive a faster
slowdown in rental inflation than we might expect. It’s likely to result in
rents falling in some city centre locations. This may well happen in
2024 but not on a scale that would impact the headline growth rate.
Ongoing low levels of net new investment means below average levels
of rental supply are set to persist, supporting headline rental inflation.

The clear conclusion is that the best way to improve affordability is to
boost rental supply. More supply will continue to come from the new
build sector, but the big needle mover would be more investment by
private landlords. This is currently looking unlikely and further
rationalization of landlord portfolios in the face of higher mortgage
rates and growing regulation will offset any increase new investment in
rental supply.
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Rental Highlights

Note: The Zoopla rental market index is a 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.
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Cit Annual % change Average
January 2024 ity inrents rent (pcm)*
(Published March 2024)
1 Edinburgh 1.5% £1,263
Source: Zoopla Rental Market Report
2 Glasgow 10.9% £951
Region/City 3 Newcastle 10.6% £833
4 Southampton 10.0% £1,121
Annual % Average rent
change in rents (pcm) * 5 Manchester 9.6% £1,070
6 Cardiff 9.2% £1,119
7 Birmingham 8.6% £934
8 Liverpool 8.3% £801
9 Bristol 7.6% £1,389
Scotland 10 Nottingham 4% £947
1.6% A £793 1 Leeds 7.2% £969
12 Aberdeen 71% £689
13 Sheffield 70% £809
9 v 14 Cambridge 6.4% £1,527
15 Belfast 5.4% £751
Northern Ireland North East
L7% A £735 UK (ex. London) 9.0% £995
3 . A
9% 695 9 UK 7.8% £1,223
North West Yorkshire and Humber
9.8% A  £848 % 76% A  £799
a East Midlands
9 87% A  £860
West Midlands 9
8.6% N £905 East of England
‘ 9.3% N £1,163
Wales @ 9
9.5% A  £881 tondon
9 51% A £2121
South West South East
8.0% N £1,077 8.9% N £1,325

*Average 1-4 bed properties
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Rental Market Snapshot: January 2024
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Average Rent % YOY % YOY
(PCM) (Jan 2024) (Jan 2023)
£1,223 7.8% 11.0%
£995 9.0% 9.1%
£860 8.7% 8.5%
£1,163 9.3% 8.6%
£2121 51% 15.3%
£695 9.9% 7.8%
£848 9.8% 10.6%
£735 47% 4.4%
£793 11.6% 13.3%
£1,325 8.9% 8.6%
£1,077 8.0% 77%
£881 9.5% 9.9%
£905 8.6% 9.2%
£799 7.6% 8.7%
£751 5.4% 5.6%
£934 8.6% 10.5%
£1,389 7.6% 10.2%
£1,119 9.2% 10.3%
£1,263 11.5% 12.4%
£951 10.9% 13.2%
£969 7.2% 8.8%
£801 8.3% 8.7%
£1,070 9.6% 13.6%
£947 7.4% 9.4%
£809 7.0% 10.2%
£1,121 10.0% 9.6%

Richard Donnell

Executive Director - Research
Richard.Donnell@zoopla.co.uk

(1.25 x earner) (Feb 2024)

9.4% 29.6% 13
8.7% 24.2% 13
8.4% 23.9% 14
81% 27.6% 12
11.1% 41.8% 13
81% 20.6% 13
9.7% 22.4% 14
6.7% 22.3% 19
10.3% 20.7% 12
8.1% 29.4% 12
8.4% 27.8% 12
9.8% 24.9% 14
9.0% 24.9% 13
8.3% 22.0% 15
7.4% 22.7% 19
10.0% 23.6% 15
9.4% 34.0% 13
9.8% 29.8% 17
11.1% 30.9% 15
11.6% 23.2% 14
8.6% 26.0% 17
7.9% 20.6% 17
11.2% 27.5% 16
9.0% 25.8% 18
81% 21.7% 16
8.9% 24.0% 16

Izabella Lubowiecka

Senior Property Researcher

Sign up for all the latest research from Zoopla at

advantage.zpg.co.uk

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

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

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

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



http://advantage.zpg.co.uk/
https://advantage.zpg.co.uk/house-price-index-report
https://advantage.zpg.co.uk/insights/rental-market-report/
mailto:grainne.gilmore@zoopla.co.uk
https://advantage.zpg.co.uk/

	Slide 1
	Slide 2
	Slide 3
	Slide 4
	Slide 5
	Slide 6

