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A point of view

The UK’s Chancellor has just informed us of his new budget, which was supposed to
demonstrate that the economy is in good hands and that we should all vote for the
Conservatives in the next general election. Well, that was to be expected from a party
clinging to power, but did it deliver the result he wanted? It appears not, but more on that
below. The rumours in the run up to the announcement were that sweeping reforms were
on the way which would affect the greenbelt and result in a new surge of house building.
A sure vote winner! Okay, you guessed it—it didn’t quite turn out like that.

In this edition

The good news for some is that stamp duty is to be abolished immediately for first-time
buyers purchasing properties worth up to £300,000. Additionally, to help those in
London and other expensive areas, the first £300,000 of the cost of a £500,000 purchase
by all first-time buyers will be exempt from stamp duty, with the remaining £200,000
incurring 5%. This will certainly help people get on the property ladder. However, as one
research director put it “This is very much an ‘every little helps’ measure. It will mostly
benefit people in London and the southeast. It’s not huge in the level of their deposit but it
takes the edge off it, rather than fundamentally changes it.” The Office for Budget
Responsibility condemned the policy as being more of a benefit to homeowners than
first-time buyers. It calculated that it would push up house prices by 0.3 % by the end of
next year, as first-time buyers would now be able to afford bigger deposits. To be fair, you
can’t please everyone.
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Mr. Hammond also announced a £44 billion package of measures to deliver 300,000
more homes a year, albeit by the middle of the next decade. However, critics rightly
pointed out that all but £15.3 billion had already been announced and that it is a long time
to wait before that target is reached (and it is not as if governments never fail to achieve
their targets). There were some other measures such as Councils being given powers to
charge 100% council tax premium on empty properties and compulsory purchase of land
banked by developers for financial reasons. Every little bit helps I suppose.
One thing he did propose was yet another review concerning the planning process.
This one is to look into delays in developments given planning permission being taken
forward. Oh, and of course, he will establish yet another task force - this one is to focus
on homelessness. Just what we needed, another review and another task force.
So where is the extensive review that some people were talking about in the run up?
One train of thought that seemed popular in the media is that a number of MPs from more
affluent greenbelt areas were opposed to radical changes that could affect their
constituencies so it was shouted down. Perish the thought! General opinion seems to be
that this was a wasted opportunity to address some fundamental problems with the
housing market. Unfortunately, the government needs to curry favour with the electorate
before the next election and simply hasn’t got the support within its own party, or the
backbone, for radical change. It remains to be seen whether this budget has done the trick.
Many people see the end result as more of the same. An ongoing shortage of housing,
affordability issues with prices moving forward despite the perceived uncertainty of Brexit
and the planning process as ineffective as ever. It doesn’t matter what their political
persuasion is, few people would see the budget as a big positive for the property market.
Tinkering with it to appeal to voters is all very well, but it needs a major overhaul if the
current inbalances are to be remedied. Until this happens (and don’t hold your breath),
it is going to be business as usual for astute investors and those already on the property
ladder.
Tony Davies
Managing Director

Hot off the press
House prices in London will continue to cool this year and the pace of growth will not recover above 5% for
the next three years, according to KPMG. The accountancy group said that the housing market had been hit by
changes to housing policy and economic developments that “call into question the sustainability of current
relatively high valuations in the capital”. KPMG said: “Our projections for the London housing market see a
continued cooling in the short term, followed by a gradual rebound in the medium term, which will allow the
cumulative price growth to remain positive over the forecast horizon overall.” Hackney is expected to experience
the highest growth on average over the three-year period, as the average income of residents there has risen
rapidly as the area is “gentrified”. Richmond could suffer the slowest pace among the different boroughs.
At least it comes from a relatively independent party (albeit accountants) that is not an estate agent or developer
with a perceived vested interest in talking up the market.
A little help to solve the housing crisis is at hand from an unlikely source: Severn Trent, the water company, has
committed to building 1,000 new homes in the next three years. Many of the properties are to be built on land
close to the company’s sewage treatment works in the Midlands. “Our property strategy will help alleviate the
housing shortage,” Liv Garfield, Severn Trent’s chief executive, said. She indicated that the sewage works would
be far enough away for them not to be an issue. We would hope so, but something doesn’t smell right about this
story. Despite the rosy bouquet the company is trying to attach to it, it is all about profit and not altruism.
Just follow the money. Savills’s latest forecast is tipping house prices in the northwest to outperform the rest
of the country over the next five years, with 1.5% growth in the next 12 months and 18.1% by 2022.
This compares with a national average of 1% for the coming year, and 14.2% by 2022. The property consultancy
JLL also favours the northwest to be the region to see the most price growth, predicting a 3% rise in 2018, and
16.5% over the next five years. This is partly just the natural cycle of the market. “Our ‘repeat sales’ suggest the
market has been much more resilient than, say, London, where annual house price growth has fallen from 11.4%
in the year to August 2016 to just 2% this year,” says Lucian Cook, head of residential research at Savills. “Over
the past five years, prices in the northwest have risen by 20%, the strongest of the three regions of the north of
England, yet they are only just above the levels seen in August 2007. Affordability is generally much less
constrained than in the capital, where prices are 67% higher than they were 10 years ago, or the southeast, where
they have risen by 45% in the past five years.” London focused agents forecasting a better market ‘up north’!
Britain’s biggest housebuilder has been spending significantly more on land purchases this autumn in a
conspicuous gesture of confidence in the housing market. Barratt Developments put out a confident trading
update yesterday, with no sign of a slowdown in October. David Thomas, Barratt’s chief executive, said that the
average sales rate per outlet each week in the period from the start of the financial year to last weekend was
running at 0.74, exactly the same rate as last year, when the housing market was roaring ahead. The statement is
in line with other positive updates this week from Taylor Wimpey and Bovis Homes. “In July and August 2016
we weren’t in the land market,” Mr Thomas said. Now, given consumer demand and the level of mortgage rates,
his company is confident enough to build up the land bank again. A view that differs from the doom and gloom
Brexit naysayers - our money is on the housebuilder being right.
“Transactions are down by 50% from their 2014 peak — but, since April, we have seen a slow rise
in sales in central London,” says David Adams, director of Humberts estate agency. “Houses that have been
on the market for two or three years are starting to see interest again — and it’s all because of Brexit.” Weakness
of the pound since the referendum has enticed overseas buyers to dip a toe back in. “Russians are back for the
first time in a long while, and Americans, Brazilians, Australians and New Zealanders are buying,” Adams says.
“The showing from the Middle East is also strong. The currency saving, combined with instability in the rest of
Europe, is creating renewed interest in London property. As is always the case, the rich and powerful buy when
everyone else is selling and sell when everyone else is buying.” As Robert Bailey, founder of the high-end
buying agency Robert Bailey Property puts it “There are still a heck of a lot of rich people who want to be in the
capital, They may be considering other places, but Germany is pretty dull and they don’t want to go to America.
Where else would they go but London?” We can certainly see the attraction of living (and investing for the
medium to long term) in London.

Majestic Victoria

6% p.a. net income guaranteed for two
years and prices starting from £99,950
with a syndicate 0pportunity starting
from£30,000.

Delivering the promise
We have had a excellent response to our new project and would like to
thank those clients have invested in it. It will be a sound investment for you.

We still have units available so if you are interested please contact us.
We recently visited Hua Hin in Thailand and met a developer who
came highly recommended to us by a long standing client. Our client
told us we would be impressed by the quality of the projects and having
been developers for many years we were keen to see whether this
was the case.

Around the globe

To say I was pleasantly surprised is an understatement. We often hear reports of shoddy
workmanship on projects in Asia but in this case the quality of work was nothing short of
exceptional. The developer, Waa, obviously takes great pride in her work and her
attention to detail was superb. It was great to meet another developer who has a real
passion for providing a superior product and seeks to build long term relationships with her
clients.

Over the years we have had many opportunities to become involved in the Thai market. We have always declined,
partly because we simply don’t understand the dynamics of the market there in terms of growth prospects, resale
etc. Additionally, our focus has always been on the preservation of our clients’ capital with an attractive return and
the risk of developing there as foreign nationals is simply too great for us and our clients. We can’t be ‘all things to
all people’ and we would prefer to focus on our core activities.
Importantly, if we were going to get involved in the Thai market it would most certainly be with Waa and her team.
She has completed over 155 homes in 6 hamlets, has 18 fulltime workers and sound integrity. The houses are
bespoke and cater for each owner’s individual needs and come with an ongoing management service for absent
landlords. Prices start from under 10m Baht (HK$2.4m). Hua Hin is a great holiday location and her latest
development is only ten minutes from the down town area. As a result of our visit we are happy to pass on her
details to anyone who is interested in buying property there.

Did you know
Capital Gains Tax (CGT) applies to residential property only.
It applies to gains made after April 2015.
The annual exempt amount of £11,100 for 2017-2018 is available to all UK taxpayers and to non-UK resident
individuals subject to UK capital gains tax.
The rate of CGT payable by non-UK resident individuals will mirror the higher and lower rates of tax for UK
residents, so on the basis of the current system will be charged at a rate of 18% or 28% depending on their total
UK income and gains.
For example if Mr X earns £30,000 for the tax year 2017-2018 and makes chargeable gains of £50,000.
The chargeable gain is reduced to £38,900 after deduction of the annual exempt amount of £11,100. The basic
rate band of £33,500 is allocated first to income (£30,000) and the balance to chargeable gains. So the first
£3,500 of chargeable gains is taxed at 18% (£630); the remaining £35,400 is taxed at 28% (£9,912). His total
capital gains tax liability will be £10,542.
Commercial property
Non-resident owners of commercial property pay no capital gains tax on disposal of the property.
St David is not a tax adviser and expert advice should always be obtained on all tax related matters.

Meet our team -

Dan Wainwright

Dan has over thirty years experience as a Chartered Surveyor and is based in London. He has
run our UK activities since 1997 and directly oversee our development projects. In the office
we refer to him as “the Oracle’, as his knowledge is boundless and he always seems to have the
answer! Polite, friendly, rarely flustered and having put up with our MD for 20 years, he
must certainly be understanding and patient! He is a proud granddad who enjoys socializing,
football (he supports Nottingham Forest), likes reading historical novels and thinks Jeremy
Corbyn is a good guy (mmmm….). Rock solid and dependable with great integrity just about
sums him up. We are very fortunate to have him as part of our team.

A thought from The Property Pulpit
‘Real estate cannot be lost or stolen, nor can it be taken away.
Purchased with common sense, paid for in full and managed
with reasonable care, it is the safest investment in the world’
Franklin D Roosevelt
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

