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The Property Pulpit
First of all, an admission. Someone proof read the ’Hot off the press’ section of this
newsletter and jokingly (I think) said I was in danger of being seen as a grumpy old man who
hates the UK Conservative government. I was most offended - less of the ‘old’ please.

A point of view

Secondly, I do go on a bit below about a perennial problem that seems to be no nearer being
solved. Unfortunately, there isn’t much I, nor our readers, can do about it. Whilst the good
news is that it benefits us going forward, the solution would not overly harm us either.
Thirdly, the great thing about producing a newsletter is that you can write what you want.
After all, it is your newsletter. People may not always agree with your views, but if they
stimulate debate and result in your clients benefitting then they have served their purpose.
Let me say that I am certainly not anti—Tory, but I am opposed to endless discussions and
procrastination over a problem when the answer is pretty obvious. Not just obvious to me,
but to most people who follow the property market and have an ounce of common sense.
Most people are happy with house price inflation - it’s a great feeling seeing your net worth
increase through passive inflation. When it is excessive, as in the case of London in the last
few years (in the eyes of some people), and it comes at the expense of a generation that are
likely to be perpetual renters, then it is time to stop and take a breath.
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The one thing that will keep pushing UK property prices up over the long term is the
ongoing shortage of housing. We are building around 150,000 a year and need at least an
additional 250,000 a year just to stay up with current demand. To achieve that we need to
address planning laws, including the sacrosanct ‘greenbelt’ and also provide incentives in the
form of a favorable tax regime. Developers are certainly not saints so they need to be
persuaded (or pushed) to build more homes. Importantly, we can’t rely on the private
sector to build enough homes. Few people want to go back to the days of nationalised
industries. However, we are not going to get back to nearly 400,000 new homes a year,
which we enjoyed in the late 1960s, unless the government becomes an active developer of
social housing.
One point of view is that if we built more houses there would be less demand resulting in less
price inflation. However, we need one million new homes just to satisfy the current demand
and we are adding to this by over 100,000 every year. It will need a huge uplift in production
for multiple years before demand cools, so investors can still enjoy attractive returns.
Unfortunately, some politicians have jumped on this topic and decided to ride it for their
benefit. Shame on them. The last thing we need is politicians making broad, sweeping
promises of change and then backing down when they face vested interests or a minority of
the electorate who want to retain the status quo. And yes, they will back down.
The reality, of course, as I have mentioned in previous newsletters, is that nothing is going to
change. The housing shortage will continue, house prices will continue to rise
disproportionally to wages and the British expectation of home ownership will become a far
off dream for many people. The UK electorate needs to accept this and force its politicians to
adopt common sense policies that will address the problems. Don’t hold your breath.
Some people are probably thinking that I am trying to persuade our readers to buy the
properties that we develop; the status quo will inevitably lead to attractive returns from
investing in the residential sector so buy now. The truth is that whether you invest through
us or with another developer or adviser, there is no downside to owning UK property over
the medium to long term. Whilst I fervently believe the housing shortage needs to be
addressed, this is not going to happen in the medium term so investors should take
advantage of the opportunity and invest wisely. And of course, I will go on being grumpy.
Tony Davies
Managing Director

A satisfied client
We were recently referred to a Hong Kong based couple who own an apartment in London. They wanted to
refurbish it and had some initial ideas on the work to be carried out. Over the years we have carried out over
£70m worth of refurbishment/development work so naturally we were happy to assist. Having discussed their
requirements with them our team took over and the below shows the before and after photos.
When refurbishing a property most owners have an idea of the type of finished look they after. Our role is to
ensure the work is carried out promptly, to a high standard, cost effectively and importantly on budget. We are
pleased to say the clients were extremely happy with the finished product and yes, it was on time and on budget.

A different style
Most developers follow a set formula as they roll out their projects. They focus on new build properties that have
standard, modern appearance. Of course, some are a little more adventurous, but most are similar in design and
there is little to differentiate one project from another. There is nothing wrong with this approach and it has
certainly worked for the big developers.
When we decided to launch our Majestic by St David range of properties we wanted to create something unique.
‘Breathing new life into character properties that will stand the test of time ’ summed up our approach. It meant
taking well located, structurally sound character properties and totally refurbishing them so they will last several
lifetimes. It also meant encompassing an interior design style that created a feeling of elegance and tradition.
The feedback from the letting agents we have dealt with over many years was that the apartments would not
typically appeal to 18 year old students, but they are not our market anyway so we were not concerned with that.
Importantly, they felt there would be strong demand from professionals and post-graduate students who would like
the character aspects of the building and the design. A ‘stand out’, unique product in a crowded market place.
The Majestic by St David style is different to the above London property, but both have their place in the market.

For information on our new Majestic Victoria project in Manchester please contact us

Hot off the press
The north - south divide London and cities in the
south of England are becoming a “buyer’s market” as
the gap between asking prices and agreed sales widens,
a leading property analyst has claimed. Data from
Hometrack suggests that the average discount from
asking price to agreed sale has widened from 0.5 % in
2014 to an average of 4%, with the largest discounts of
up to 10% registered in inner London. Cities in the
north are experiencing the opposite trend. In
Birmingham and Manchester, the discount gap has
more than halved, from 6% in 2013 to 2.7 % last year.
The trend is set to continue .
As house prices defy the bears House price
growth in the UK has surprised estate agents and
economists by rising at the start of the year, showing
the fastest annual rate of growth in ten months,
according to Nationwide. Britain’s biggest building
society said that house prices rose by 3.2% in the year
to January, up from a rate of 2.6 % in December.
Economists had been expecting an annual increase of
2.5% and monthly rise of 0.2 % The rise comes after a
series of surveys showing an increase in consumer
confidence at the start of the year. One swallow
does not a summer make, but still nice to see

The regional markets are booming Regional
cities are also enjoying a housebuilding boom.
The number of new developments has risen to a
record, according to Deloitte’s latest crane survey,
which found that 40 projects to build 17,000 homes
were under way in Manchester, Leeds,
Birmingham and Belfast. Birmingham reported a
75% increase, Leeds 156% and Belfast led the way,
with a 221% surge. The not so grimy North
So is the office sector Office space, which is seen
as an indicator of the health of the local economy, also
grew. There were 16 new projects across the four cities
in 2017. The biggest rise was in Leeds, where the
volume of space under construction grew by 67 %,
from 460,000 sq ft in 2016 to 770,000 sq ft last year
The results are in marked contrast with London,
where new office development has fallen to its lowest
level in more than three years.
Everyone is moving up there
Or so it appears Increasing numbers of
Londoners are deciding to up sticks for other parts of
the UK — seeking green space, more property for their
money or a home closer to family. Last year, a record
74,720 people left the capital to buy homes elsewhere,
according to Hamptons International estate agency.
Less expensive housing and a good lifestyle

This will affect Asian buyers Foreigners wanting to buy
new homes in London may have to wait until they have been
offered to local residents under the first scheme of its kind. The
plans for a “first dibs” policy among local buyers in London follows
research, commissioned by Mr .Khan, the Mayor of London. It found that
more than half of all new homes sold to overseas buyers were worth
between £200,000 and £500,000. The mayor said he was worried about
homes being bought by foreign investors who then don’t live in them.
“With London in the grip of a housing crisis, it can’t be right that so many
homes are left empty at a time when thousands of Londoners can’t find an
affordable home,” he said. He also wants developers to offer homes to
anyone living in Britain before marketing them overseas: “I want to help
Londoners by looking at what measures I can offer to make sure they get
first dibs on more new homes.” He means well, he really does!
Build on it or lose it Property developers are set
to lose planning permission on unused land if they
fail to hit construction targets under moves to kick
start house building. Sajid Javid, the housing
secretary, says that a government review into land
banking is expected to recommend “use it or lose it”
planning permissions in the spring. It could also
open the way for new charges on land that rockets
in value after being approved for development.
“We’ve got a housing crisis. We’ve got no time for
anyone who is just anti-development for the sake of
it. If you are nimby, the government is not going to
be your friend. We are on the side of people who
want more homes.” Really? Or people who
vote for you?

The stats behind the problem
According to the study by the
London School of Economics and
York University, the most common
country of residence for overseas
buyers was Hong Kong with 28%
of all overseas sales, followed by
Singapore with 20%. Overall,
13.2% of new-build homes across
London are sold abroad, rising to
36% in the most expensive parts of
the capital. Developers need
those pre-sales to secure
finance or fewer developments
will be started

A total lack of continuity Since 1997, there have been
15 housing ministers and 130 different bills, acts, reports,
reviews and briefings focused on residential property,
according to a leading property consultancy. “Experts’
believe that the government should make the housing
minister a cabinet position to garner the support of
government departments while it should also avoid
making big changes to planning policy. The chief
executive of Barratt Developments said: “One of the most
damaging things is continually changing direction. There
have been fundamental changes in planning policy over
the past 20 years and every time there is a change to
planning, people have to stop and work out what it
means.” Nonsense, it needs a complete overhaul

Around the globe

Less than ten years ago, a banking crash made Iceland a symbol
of the global crisis. Today, in a reversal of fortune, house prices in
Reykjavik are the fastest-growing in the world. House prices in the
capital rose by 21.3% in the year to September 2017, the only city
out of the 150 monitored by Knight Frank, the estate agency, to
exceed 20%. Home to only 216,000 people, it beat Toronto, Hong Kong and
Budapest, all of which experienced soaring house prices in the past year. London was
ranked 96th, with growth of only 2.9%, while Abu Dhabi was at the bottom of the table,
with house prices falling by 9.3%. Nottingham was the British city with the highest
recorded rise in prices, with an increase of 9.5%, followed by Edinburgh at 8.9%.

Anticipa, one of Spain’s biggest real estate providers has forecasted that property sales and
prices are set to rise in 2018 as long as there are no sudden economic surprises or changes to
the mortgage market. It expects sales to rise 9.3% next year to 526,000 units, up from
481,000 in 2017 and 21% more than in 2016. The Spanish market steadily built up
strength in 2017, with transaction volumes of €9.2 bn in the first three quarters of the year,
up 20.3% on the year before.
Borja Ortega de Pablo, Head of JLL’s Capital Markets team in Spain believes that “everything points to 2018
being another great year for the sector.” Overall real estate investment in Spain exceeded 13 billion euros
(US$12 billion) in 2017, with signs of a bright 2018 for the European stronghold.

Did you know?
86,397 properties in England and Wales are owned by companies registered in offshore “secrecy jurisdictions”.
87% of all properties owned by foreign companies have an owner in a secrecy jurisdiction.
47,987 properties outside Greater London are owned by companies incorporated in secrecy jurisdictions.
Based on available data, the 10 most expensive properties owned by companies in tax havens are together worth
more than £1.5bn.

A thought from the Property Pulpit
“It is not enough that we build products that function, that are
understandable and usable, we also need to build products that bring joy and
excitement, pleasure and fun, and, yes, beauty to people’s lives.”
Don Norman
This newsletter is not an invitation
to the general public to invest in a
St David private syndicate.
For further information on our
activities and how you can become
a client please contact us.

We hope you enjoy reading From the Property Pulpit
If you have any feedback from us re content or format please let
us know. We want to make it an enjoyable and informative read
so all suggestions will be gratefully received.
If you know anyone who might be interested in reading it please
forward it to them or forward us their email address.
Your support would be greatly appreciated.

info@stdavidgroup.com

www.stdavidgroup.com

