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From

The Property Pulpit
On my last trip to Hong Kong it was clear from the people I met that a lot of investors are
uncertain over the direction of the UK residential market. As we head into Spring it is perhaps
appropriate that we look at what is really happening and where the market appears to be
headed.

A point of view
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We are based in London and genuinely believe it is one of, if not the, best market in the world to
invest in. Developing there is ideal for us, public transport is good so we can get around easily,
there are some great character properties that need refurbishment and there is a strong rental
market for our clients who buy through us. The problem is timing, which is one of the
fundamentals of sound property investment (more on that elsewhere in this newsletter).
It appears that London is set for a period of stagnation or possibly a fall in prices. Assuming we
are right, why would we encourage our clients to invest there now when rental yields are low
and prices will almost certainly not be higher in the short term? It is not how long term
relationships are built and quite simply, there are better opportunities elsewhere that we can all
benefit from.
Of course, forecasting is often nothing more than crystal ball gazing or the hopeful expectation
of the person trying to sell you a product. I could well be wrong in my somewhat negative view
of the short term prospects for London. Fortunately, there are some reputable agents, analysts
out there whose opinions/statistics merit consideration, For example, the House Price Index
by Hometrack, the housing analyst, reveals that 42% of London postcodes registered year-onyear price falls. The headline rate of house price growth across London has slowed to 1%, down
from 4.3% a year ago, the lowest it has been in seven years.
As Hometrack reports, house price growth remains robust in regional cities. “If you go to places
such as Birmingham, Manchester or Glasgow, prices are up between 20 and 25 % The farther
away you get from London, the more affordable the housing market is. These other big cities
have for the past 18 months put in strong and consistent growth, because the dynamics of
demand are different. You haven’t got the overseas investment that you have in London, where
40% of property-hunters in recent years have not been buying a place to live in. The majority of
the market in these other cities is driven by domestic buyers. It is effectively catch-up growth,
and there is 20 to 30% growth still to come in these cities between the next three to five years.”
The general consensus amongst analysts is that growth in London and the commuter belt will
remain sluggish. Most forecasts point towards the north continuing to outperform London,
with the northwest in particular experiencing strong house price growth over the next five
years.“House prices sit at a modest multiple of average incomes: 5.6 times in the northwest,
compared with 12.9 times in London,” says Lawrence Bowles, a research analyst at Savills.
Stamp duty costs are also significantly lower. “Manchester is an ambitious and growing hub
and will attract more investment,” Bowles says. “As yields tighten there, investment is likely to
spill into other northern cities, such as Leeds and Liverpool.”
We have just moved offices in Fulham and have no intention of abandoning London and
decamping up North. The London market will rebound strongly at some point in the future and
we will resume our activities here. In the meantime, we are making a major, long term
commitment to the northern region, principally Manchester and other big cities like Leeds,
Liverpool and Sheffield. ‘Make hay while the sun shines’ is the appropriate expression and the
opportunity there is too good to miss. Of course, investors need to be careful and get the
fundamentals right, but those that follow the five rights of property investment should see
sound returns over the medium term.
Tony Davies
Managing Director

Majestic Victoria

Character properties
with
classic designs

Last phase
released

We remain on course with our latest
project - Majestic Victoria. We have
now sold ten units and with the arrival of
our formal planning approval we have
just released the last eight units.
This is a great opportunity to acquire a
quality apartment in a character building
in Manchester that will prove to be a
sound investment.

11 studio and 7 one bedroom
apartments
Character building
Classic designs - period features
Anticipated completion Autumn 2018
Good residential area - tree lined
street comprising quality homes
Walking distance to Metrolink, bus
and train stations
Close to shops, restaurants etc
Strong rental demand and capital
growth prospects
6% p.a. interest on funds held prior
to completion
6% p.a. net rental guarantee for 2
years
£5,000 Rental Bond per unit to
support the guarantee
Unit price - from £105,000
Syndicate opportunity from
£30,000
For further information
please contact us

The five rights of property investment
Over the past twenty years we have often been asked what are the rules for ensuring you make a
good property investment. We believe the following sums it up:
Invest in the right property in the right location
at the right time for the right price from the right developer/adviser
Making a property investment is different to buying a property to live in. Of course, your own home should always be
considered an investment, but an investment property is typically all about rental income and capital growth. There is
no magic formula to successful property investment, most of it is common sense. Of course, when it comes to decisions,
all of us are sometimes swayed by emotion and none of us is ever going to get it right all of the time. Nevertheless, we
believe The five rights of property investment is a sound formula for investors to follow.

The right property - the strongest rental demand is for studios, one and two
bedroom apartments so these are better if you are looking for rental yield.
Whether you would live in the property should not be the determining factor — the
key issue is whether there are enough people who would want to. Tenants and
investors have lots of property to choose from so pick something that stands out
from the crowd and will appeal to the type of person you would want as a
tenant. Lifts are not needed for apartment blocks that are no more than three
floors high. Facilities such as gyms and concierge services look good in a brochure,
but in many cases tenants won’t pay the extra rent to cover the inflated service
charge so the net yield is likely to drop. Large developments comprising mostly investors rather than owner-occupiers
invariably suffer from pressure on rents and resale values for the first few years of ownership. Finally, how are you
going to sell it when you eventually exit the investment? For example, a hotel room may show a good return while you
own it, but most local agents won’t touch it so reselling may be difficult.
In the right location - agents have always said ‘Location, location, location’, and to some extent they are right.
‘Buy the worst house in the best street’ is also sound advice. It is worth noting that city center locations are becoming
popular with investors, but not everyone wants to live there and most people still prefer suburbs that are more
residential in nature and which offer convenience and lifestyle benefits. A growing population and prices in the area
forecasted to rise over the medium term are important, as is being close to public transport, shops etc.
At the right time - picking the bottom of the market is almost impossible for most investors and waiting for a market
to crash before buying could result in a long wait and a lost opportunity. Unfortunately, many investors follow the herd
and buy after a location has become extremely popular and developers have forced prices up. Invest in the early stage
of an upward trend. As you would expect, there is little point in buying in a market that is experiencing declining
popularity or where prices are likely to be stagnant or falling for some time and the rental yield is poor. Importantly,
the time to invest for the future is now, not in the future, so don’t delay!
At the right price - the old saying ‘you get what you pay for’ applies here. Better quality properties with superior
fixtures and fittings in the right areas cost more than bulk standard, cheaply constructed pre-fab properties. Whilst we
all want a bargain, if you pay a fair and reasonable price for a quality property you won’t go far wrong. Invest as much
as you are comfortable with, but it is not your own home so don’t over stretch.
From the right developer or advisor - Regrettably, whilst most UK developers are reputable, some offer inflated
ground rent provisions, complete the sale before the work has been satisfactorily completed and provide poor follow up
to after sale repair problems. The very big developers are generally very good and with smaller developers it is often
wise to meet the developer and form your own opinion as to his integrity rather than rely on a third party sales agent’s
statements. As for the right adviser, the issue often comes down to trust. Do you trust him or her to tell you the facts,
help you sort out any problems after the sale has completed and genuinely wants to build a long term relationship with
you? Remember, unless you are retaining/paying him to act for you he will be representing and protecting the interests
of the developer as he is the person who is paying him. He might be a great salesman and a genuinely nice person, but
if you have any issues going forward it will be the developer and not him you will have to rely on.
Finally, property is, and always will be, a sound investment. There are some great opportunities out there so follow
the five rights of property investment, invest with confidence and enjoy the benefits.

We have settled in to our new office in Fulham and after the extensive re-fit it is starting to feel like home.
Hopefully we will be here as long as we were in our last office. If you are in London this summer and would like to
pop in to talk about property and enjoy a coffee on the balcony please let us know. We look forward to seeing you.

And hot off the press

A reversal of fortunes in cities
Regional cities are closing in on London in terms of
property price growth. House prices in Edinburgh, Birmingham and Manchester are set for a
rise of between 20 and 30% over the next four years, according to Hometrack, the data
analyst. Since 2009 London has soared ahead of other cities, with an 86% increase in house
prices, but growth in the capital is stalling. The average city UK house price grew by 4%
last year, and in London by 1.6%. However, in Edinburgh house prices rose by 7.7 %.
In Birmingham they grew by 7.3 % and in Manchester by 6.7 %. The North is rocking along.

Asking prices for houses reached record highs in parts of Britain this month, as strong demand from first-time
buyers and second movers coincided with a drop in the number of homes coming to market. The average price of a
home increased by 1.5 % in March, the largest March rise since 2007, with Wales, the northwest and the East and West
Midlands all recording record highs, according to the latest house price index from Rightmove. Prices are partly being
inflated because many homeowners are holding off moving in the face of economic uncertainty. Rightmove noted a 5%
dip in the number of properties coming to market, a view shared by the Royal Institution of Chartered Surveyors (RICS),
which said that the number of homes on its books reached a new low in February. This will continue for some time.
As for London House Simple estate agency, analysing
Zoopla data, found 585 one-bedroom flats on sale for £1m or
more in London; one had a floor area a fifth of the size of a
singles tennis court. “We could see a further price correction
over the coming months, particularly if Brexit negotiations
don’t make sufficient progress,” says the agency’s chief
executive, Sam Mitchell. No bigger than a broom cupboard.

The housing crisis cannot be solved without
smaller developers and the government must adopt a
strategy to reverse their decline, a cross-party group
of MPs has warned. The number of small and
medium-sized housebuilders has plummeted since
the financial crisis, when many went out of business
and banks reduced the supply of finance. The
numbers have dropped from 12,000 in 1998 to 2,500
today. This is a concern as such builders can take
smaller plots of land that do not interest larger
developers. As a developer we agree with this, but
we don’t expect to see any improvement soon.

Lots of reasons not to build more houses
The upmarket London housebuilder Berkeley is refusing to
follow the government’s demands to build more homes, saying
that various “market constraints” made it impossible to increase
supply beyond its current plans. These include the high cost of
stamp duty in the upper levels of the housing market, the current mortgage borrowing limit of 4.5 times a borrower’s
income, the prevailing economic uncertainty, the challenging planning environment and finally the complexity of
getting on site following planning approval. The housebuilder is committed to building 3,710 homes in 2018, 2,525
in 2019, 3,600 in 2020 and 3,700 in 2021. Excuses or valid reasons? We think it may be a little of both.
Nevertheless, these guys really know their business and will argue they are paid to produce returns for their
shareholders, not to pander to the wishes of a government that hasn’t got the backbone to implement real change.

The land of the rising sun and new houses

Around the globe

Japan is not a market that most international investors would
consider, partly due to language and cultural differences. However,
it is worth noting that the global financial crisis saw prices crash
and average house prices have only just got back to 2008 levels.
A fundamental difference between Japan and the UK is in housing
supply. Japan’s population is slightly less than double that of the UK and declining. Its new
housing supply, measured by housing starts, is, however, far higher. Last year there were
more than 960,000 housing starts in Japan, compared with a UK total of just over 190,000.
With a population less than double that of the UK and falling, Japan builds five times as
many houses. In some years more new homes are built in Tokyo alone, (which has about a
fifth of the UK’s population) than in the UK.

So how has it achieved that? Japan is a consensual society, but the authorities have been much more successful at
pushing through new housing, even against local opposition. Whereas new housing in the UK often gets caught in our
labyrinthine planning system, the Japanese have streamlined the process. Some of this, in turn, reflects a different
attitude to housing. A report from the Nomura Research Institute think tank a few years ago pointed out that the
average lifespan of a Japanese house is 30 years and “after 15 years the typical house is worth nothing”. Japanese
people treat their houses as something that depreciates in value as they use it, like a car or a consumer durable. Land
has value, but the houses built on it tend to lose it. For many Japanese people, old houses are wrecks and, when not
demolished, are often abandoned. A 2013 report estimated the number of empty homes in Japan at eight million, with
the total projected to rise to more than 21 million by the early 2030s. It will be interesting to see how the Japanese
market, and the government, reacts to this problem. Whilst the investment returns may be attractive, it is certainly
not a market for the uninformed or faint hearted.

Did you know?
A study of 25 build-to-rent schemes (where a company develops properties with the specific intention of letting them
out for the long term) by JLL, the property consultant, found that services, such gyms, concierges and bars, made them
11% more expensive than other rental properties near by.
The British Property Federation says that there are 105,214 build-to-rent units across the UK, including 19,106
completed, 27,566 under construction and 58,542 with planning permission. In London there are 59,271 units.

And now for something a little lighter…….
Meet the team
Ms Mina Begum joined us in October 2017 as our MD’s Executive Assistant. As well
as dealing with general administration she also helps keep him focused, motivated
and tied to his desk until all his work has been completed. She always does it with a
smile on her face so he can’t complain.

Mina

Mina previously worked as an Executive Assistant with the NHS. After six years she
decided she wanted a change and wowed us with her bubbling, outgoing personality
at the interview. She hasn’t changed a bit since she started with us.
Always the first to volunteer for everything (which everyone knows you should never
do), she really believes in team work and Friday morning cakes and after work drinks
were her idea (for which everyone is grateful). That has progressed to mid morning
snacks on most days and the small petty cash tin has had to be replaced by a much
bigger one and belts have had to be loosened ever so slightly.

Spring is here, its Friday
after work and the girls
are on the balcony

Her hobbies include socializing with friends and going to boxing matches. As one of seven children, she is never
short of company. She is currently learning to drive and has bought a smart car so she can park it easily (apparently
it has a camera that will help her). Her ambition is to fly a helicopter. We have no doubt she will achieve it.

A thought from the Property Pulpit
It is spring and the winter has gone, summer is coming with its nights so long.
Time to invest, time to act, no reason to delay when presented with fact.
Do the research and all that you need, follow the five rights if you want to succeed.
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.
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.

Don’t forget our MD is in Asia from the
13th April. If you would like to meet
him while he is there please contact us.

info@stdavidgroup.com

www.stdavidgroup.com

