Small landlords exit accelerates as institutional investors reshape UK rental market
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New data reveals a significant and accelerating exodus of small landlords from the UK’s buy-to-let (BTL) market, intensifying rental property shortages across suburban areas and beyond. According to a recent Savills report, the number of homes available to rent in suburban locations remains 31% lower than in 2018/19, underscoring a persistent decline that has gathered pace in recent years. Analysis of HM Land Registry figures indicates that in 2024 landlords sold 5.4 homes to owner-occupiers for every rental property they purchased, a sharp reversal from an approximate 1:1 ratio in 2021 and a clear sign of exit from the buy-to-let market by smaller individual landlords.
The Savills research identifies a consolidation trend within the private rental sector, where landlords with larger property portfolios are growing their share of rental homes while smaller landlords step back. Between 2018 and 2024, landlords owning five to 24 homes increased their market share from 33.0% to 35.4%, adding roughly 150,000 properties. Mortgage statistics reveal the average number of properties per mortgaged landlord rose from 3.2 in 2018 to 4.5 in 2024. This shift is driven in no small part by demographics: the median landlord age is 59, with over half having been landlords for more than a decade. Many view their properties as long-term pension investments, now realising capital gains as retirement approaches.
This decline of small-scale buy-to-let landlords is reflected in urban centres such as London, where 22% of sales of previously rented homes in July 2024 were concentrated in inner London—a notable increase reflecting struggles with lower yields, higher costs, and looming regulations like the introduction of minimum emissions standards for rental properties by 2030. Plummeting buy-to-let mortgage lending and planned reforms—such as new renter protections and restrictions on no-fault evictions—have further dampened landlord enthusiasm. The overall effect has been a tightening of supply, spiking rents substantially. Rents surged by up to 12.2% in the year following the pandemic’s peak demand, albeit with growth softening recently due to market pressures.
Financial and regulatory factors have also accelerated sales beyond small landlords. Over the past six years, buy-to-let and second home sales have increased by 34%, comprising one-sixth of all property disposals. Factors include amplified stamp duty charges, reduced mortgage interest tax relief, potential new taxation on capital gains, and fears over further regulation should a Labour government implement stricter rent controls and tax alignment. The heightened uncertainty has pushed many landlords, particularly in London and the South East, to offload properties ahead of anticipated tax hikes and regulatory change.
In response to shrinking individual landlord participation and rising demand, institutional investment in rental housing is increasing notably. Major investors such as Aviva, Legal & General, and others are significantly ramping up commitments to the build-to-rent (BTR) sector. Over the past decade, the BTR sector has delivered 130,000 new rental homes, but this remains insufficient to fully counterbalance sales from smaller landlords. These large-scale investors view the sector as an opportunity for stable, long-term returns and are focused on providing higher-quality, sustainable housing. Supporting this, local authorities are being encouraged to back rental housing development within their planning frameworks to help stem the rental shortage.
The shift towards institutional landlords marks a deeper transition in the rental market’s structure. In countries like Germany and the USA, over a third of rental housing is owned and managed by institutions—a model UK experts predict may become more prevalent. Industry leaders highlight the importance of this trend to enhance supply and improve quality, especially in suburban markets where rental shortages are most acute. While BTR developments tend to focus on scale and modern amenities, there remains a critical need to ensure that the rental sector remains accessible and diverse in price points for a broad range of tenants.
Meanwhile, renters—especially those aged over 35—face ongoing challenges. Many are caught in an affordability squeeze and tenancy instability that small and large landlords alike struggle to alleviate. Although institutional landlords and BTR schemes are introducing longer-term leases and better tenant protections, the overall rental environment still lacks adequate legal safeguards, contributing to ongoing insecurity. This is particularly evident in high-cost areas like London, where the super-prime rental market has also expanded rapidly, catering to affluent renters seeking flexibility and top-tier amenities. These luxury rentals have grown in popularity among wealthy professional and international tenants attracted by lifestyle factors and rising taxation complexity for homeowners.
In sum, the UK’s private rental market is undergoing a profound transformation. The traditional buy-to-let landlord is retreating under financial and regulatory pressures, replaced increasingly by institutional investors and large-scale professional landlords. While this shift promises benefits of greater supply and rental stability in some areas, it also raises pressing questions about affordability, tenant protections, and the future shape of private rented housing in the UK. Addressing these challenges requires coordinated efforts between investors, policymakers, and local authorities to ensure the rental market supports the diverse needs of Britain’s growing tenant population.
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