London homeowners slash asking prices amid sharp market cooling and rising mortgage rates
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London homeowners are increasingly compelled to reduce their asking prices significantly in order to secure a sale, reflecting a cooling property market driven by rising mortgage rates and shifting buyer demand. Sellers across the capital are having to accept discounts running into thousands of pounds, a trend that underscores a growing buyer's market in the region.
In prime central London, the pressure to lower prices is especially pronounced. Recent data indicates that 82% of properties sold in this area during the first quarter of 2025 went for less than their initial asking price, with an average discount of 9.3%. In prestigious neighbourhoods such as Mayfair and St James’s, price cuts average around 15%, while sellers in Knightsbridge and Belgravia have had to reduce prices by approximately 12.5%. This marks a significant departure from previous years, indicating a notable shift in market conditions towards buyers.
More broadly across London and the South East, sellers are accepting offers at an average discount of about £25,000 below their asking prices, equating to a 6.1% reduction, which is the largest seen in five years. The overall house price growth in London has turned negative, registering a decline of 2%, compared to a 4.4% increase last year. Analysts attribute this downturn primarily to the impact of higher mortgage rates that have slowed buyer purchasing power alongside an increased inventory of properties for sale.
The average asking price in London has also seen a month-on-month drop, with prices falling by £6,238—a 0.9% decrease—in December alone. Sellers now face longer wait times, with properties taking on average 71 days to sell, marking the longest selling period recorded since early 2023. This slowdown is attributed firmly to both the rising cost of borrowing and weaker demand from buyers grappling with affordability pressures.
The upward trajectory of mortgage rates has been a critical factor. Since the Bank of England began its interest rate hikes in late 2021, rates have tripled, significantly inflating monthly mortgage payments and naturally curbing buyer interest. As a consequence, average asking prices in London have dropped by around £23,500 or 3.4% since May, with the typical property listed for just under £673,000 in August from nearly £697,000 three months prior.
Among wealthier homeowners, the squeeze is even heavier. About 60% of sellers with properties valued at £1 million or more had to reduce their asking prices to attract buyers earlier this year. Some luxury properties have seen price cuts as steep as £500,000, reflecting the diminished borrowing power at the top end of the market. High mortgage rates reduce the pool of potential buyers considerably, exacerbating the downward pressure on premium home values.
Market stagnation is further evident in the steep discounts reported among sellers, with around 20% forced to drop prices by 10% or more. In London and the South East, this figure rises to nearly one in four sellers. The combined effects of the cost-of-living crisis and ongoing Bank of England interest rate hikes have dampened market activity, forcing many homeowners to recalibrate expectations and adjust their asking prices sharply in the hope of facilitating a sale.
Overall, the London housing market is navigating a period of adjustment where sellers must reconcile with a buyer-dominated environment shaped by high borrowing costs and subdued demand. While price reductions present an opportunity for buyers, they also signify a challenging climate for sellers facing prolonged sales times and tougher negotiations.
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