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Formerly From the Property Pulpit

Ten years later and things are different

Some
thoughts...

This is a poignant month for us as we ‘acknowledge’, a ten year
anniversary. More on that shortly. To explain the background,
we set up our property operation just as the market was
recovering from the 1989 property crash - a good time to do so.

Between 1989 and 1993 values fell by
20%, caused by high interest rates of 12%
to 14% between 1989 and 1991. Around
250,000 homes were repossessed during
a four year period as home owners failed
to meet their mortgage commitments.
Our clients who entered the market at that
time benefitted from the recovery and we
were all happy until those fateful days in
2008 when the Global Financial Crisis hit.
This is the10th anniversary of the credit
crunch that affected all the banks. It was
certainly a harrowing time for everyone as
panic set in, values plunged 18% over 16
months and banks called in loans.
It was a case of mitigating the damage as
best we could or closing the shop and
heading off into the sunset. Some people
appreciated we did the former, others
complained we should have seen the
crisis coming and taken appropriate steps
beforehand. Such is life.
These days I smile when I see a young,
glib agent barely out of school talk about
the never ending rise of the property
market. The GFC taught me to be
very cautious,
minimise risk, have
A lesson
no debt and that
learnt from
‘security of capital
bitter
with an attractive
experience
rental return’ is
vitally important.
Several investors I have met recently are
concerned that Brexit may lead to a similar
property crash. Whilst this is
understandable, the good news is that the
circumstances today are very different to
those in1989 and 2008.
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Banks are now required to have adequate
cash reserves so that there would be enough
liquidity even in a crisis. Interest rates are
historically low and lenders now have to
check that borrowers can accommodate a
3% rise in interest rates and that after their
outgoings they have sufficient funds to repay
the loan.
The consensus is that even if Sterling
crashed and inflation rose quickly the Bank
of England would not raise interest rates to
3.75% from the current 0.75% in one go. If it
was genuinely concerned, it would already
be ordering lenders to stress test borrowers
at a much higher rate than it is already.
Additionally, the rises in prices before the
two crashes were higher than today. In the
ten years to the end of 1989 prices rose by
over 200% in nominal terms and over 55%
once adjusted for inflation and by over 200%
and 132% for the ten years to 2008.
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This is quite different
A lot has
from today as prices
changed in
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have risen by 23% and
are 5.6% above where
they once were when adjusted for
inflation.
Most analysts agree that the property
market will continue to move along at its own
pace, with prices rising in some areas such
as the north of the country and stagnating or
even falling slightly in the south east,
including London. Importantly, rents will still
be collected, prices will be higher in ten
years time and investors who approach the
market properly will be happy with their
investment.
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Good news for landlords

A record number of tenants were hit
by rent rises last month, a trend that
experts say is likely to intensify.
Landlords put up the rent for four in
ten properties in August, according to
figures collated by ARLA
Propertymark, the UK’s largest professional body for lettings agents. The figure is
the highest for any single month since the organisation began keeping records in
January 2015.

OFF
THE
PRESS

The latest England and Wales rental tracker, recently published by Your Move,
showed the average rent rising 2.6 % in the past year. There was a fall in London
of 1.4%, partly due to declining EU migration and more people leaving the capital,
but most analysts believe that this is temporary. The surveyors’ organisation
RICS predicts that rents will rise by as much as 15% over five years.
Fionnuala Earley, head of market insight at Rentmyhome.co.uk said “Tenant
demand is much stronger than in the past and this is placing an upwards
pressure on prices. This is likely to continue.” We agree.

The north west

KF leads the way
The 70 equity partners who own Knight
Frank, the estate agency, are to enjoy
£166.7m of annual pre-tax profits,
which equates to £2.38 million per
partner. This is well ahead of the vast
majority of the UK’s top 100 law firms.
It also dwarfs the profits of the
accounting Big Four, PWC, KPMG, EY
and Deloitte, which last year were all
below £1m per partner.
Knight Frank’s annual profits over to
the end of March were 14% higher
than the previous year and came on
group turnover that was up by 10%, at
£525.9 million. Of the company’s 65
UK based partners, 62 are men . A h !
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Homebuyers in London’s two most
expensive boroughs paid a record
£1bn in stamp duty last year - 10
times higher than for the whole of
the northeast of England.
People buying in the boroughs of
Westminster and Kensington and
Chelsea paid £594m and £447m
respectively, an increase of £120m
in a year.
The average stamp duty bill in
Kensington and Chelsea was
£171,264 - more than the
average house price in many parts
of the UK.
The tax figure highlights the divide
between the capital and the rest of
the country. Stamp duty for the
northeast of England was £105m,
Wales was £160m, the northwest
was £455m and Yorkshire and the
Humber was £310m.

The northwest of England had the
fastest annual house price growth in
the first half of this year, at 5.6%, the
Office for National Statistics (ONS)
recently revealed.
Prices in London fell by 0.7% over the
same period. It is the first time since
May 2009 that London, the southeast
and the east of England have been the
lowest-ranked regions for annual
growth. The north leads the way

The government
should say thank you
to London buyers

Property funds
Investors in property funds could find
their money locked up more
frequently under new rules being
considered by the Financial
Conduct Authority.
It has suggested that open-ended
property funds, which do not have
restrictions on the amount of money
they can take in from investors,
should also be labeled as higher risk
with clear warnings it can be hard to
get your money back quickly.

Overseas buyers
dominate London market
Among the most valuable areas in
London, overseas investors bought
more than half of all properties in the
last half of 2017. Estate agents
selling to investors in HK and Asia are
hoping this level of activity will continue
through 2019 - it won’t.

But few are cash buyers

Changes have been suggested to
prevent a rerun of the stampede that
followed the Brexit vote in 2016.
Fund groups will also have to
create contingency plans for
potential property crises.
This is long overdue.
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A huge mortgage
The property developer Nick
Candy has taken out an £80 million
mortgage on his penthouse at the
One Hyde Park development in
central London.

His loan is believed to be one of
the largest ever advanced on a
British property.

Hurry if you want to beat the rise
Theresa May has just announced
plans to introduce an additional levy on
foreign buyers of British homes.
Unfortunately for her, the
announcement has largely gone
unnoticed by the British general public
due to Brexit dominating the political
agenda.
The government is proposing an
additional stamp duty levy of between
1% and 3% for individuals and foreign
based companies buying homes in the
UK. It is estimated that the additional
tax would raise between £40 million
and £120 million a year.

It is worth noting that people buying
in the boroughs of Westminster and
Kensington and Chelsea in London
last year paid £594m and £447m
respectively. The additional levy
would have little impact on the
government’s finances and is seen
by many as a means of appealing to
Labour voters ahead of the next
general election.
It is expected that the government
will launch a consultation on the new
levy, with further details about when it
would be introduced and more details
on who it would apply to, shortly.

We have received an excellent response
to our recent articles on HMOs/shared
accommodation and there is clearly
demand for higher yielding properties in
this sector.
Our upcoming projects/syndicates will
offer affordable co-living opportunities to
suit all investment levels. We expect
strong investor interest so if you are
seeking security of capital with an
attractive rental yield please register your
interest with us.

Invest in the right property in the right
location at the right time for the right
price from the right developer/adviser
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Land Registry figures show that the
apartment, which has heated
marble floors, a pedicure room,
and a master bedroom with two
walk-in wardrobes larger than
some new-build flats, is valued at
£160 million, making it the UK’s
most expensive apartment.
Mr Candy and his brother started
their property empire with a £6,000
loan from their grandmother in
1995 before creating the One Hyde
Park development that is now
home to some of the world’s
richest people.
The development, near Harrods
and the adjoining Mandarin
Oriental hotel, was said to have
epitomised ‘the Candy brothers’
glittering success when it opened
in 2011, commanding more than
£7,000 per square foot — the
highest price achieved in the
capital at the time.
If you are seeking a mortgage
and would like a referral to a
reputable and reliable UK based
finance broker please contact
us.

The five rights
of property investment
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Opportunities
Retail

Affluent market town of Epsom excellent links to central London.
3,573 sq ft of well configured retail
space in a prime trading position.
Freehold.
Let to JD Sports Plc until 2022 and
Cell Care until 2038.
Total current rent of £85,000 pa with a
reversionary rent of £113,000 pa at the
next lease event based on recent
lettings.
St David to act exclusively for the
buyer.
Offers in excess of £1,200,000.

Around the globe,
well, sort of…..
Drake’s Island, named after Sir
Francis Drake, who set sail from there
in 1577 to circumnavigate the globe, is
up for sale. It is in the heart of
Plymouth Sound, just 600 yards off the
mainland.

Majestic Victoria
Manchester
A number of visitors to our latest
Manchester project have been
surprised by the extent of the work
we are undertaking. The building,
which is structurally sound, is
being completely refurbished.
The adjoining photos show the
progress that has been made.
We are on schedule to complete
the project in December and the
finished building is going to look
wonderful.
There are only a few units left so
if you are looking for a great
investment don’t delay.
18 apartments
Character building
Classic designs - period features
999 year leases
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

The six-acre historic fortress island has
an extensive underground tunnel network and was bought for £384,000 in
1995. It is now on the market with a
guide price of £6m.
There is planning permission for the
island to be developed into a luxury
hotel and spa — but it doesn’t come
with a guarantee of fine weather.
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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
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Did you know?
54% of 18 - 24 year olds would
consider living in a studio apartment if it
made living in a central location more
affordable.
Inspired Asset Management has
announced plans to launch a REIT and is
seeking up to £2bn to invest in the
residential sector. The company
specializes in the micro apartment and co
-living sectors.
According to the government, just 10
companies build almost two thirds of the
new homes that come on the market
every year.
The number of reduced properties
currently on the London market is 37%,
up from less than 20% in early 2016.
Prices fell by 0.6% in the prime regional
house market in the third quarter of 2018.

Unless you are reading this
newsletter for the first time, you will
have noticed that we have changed
the name and the layout.

Views from
the rooftop

Some of the recent feedback we received about the newsletter was that the
previous title, “From the Property Pulpit’, was too aligned to a sermon and
sounded as if we were preaching to our audience. The new title just about
sums up the content and we think it’s a better fit — we hope so anyway…..
We also received feedback that the first impression on seeing the
newsletter was that it was a long and difficult read. The content may have
been interesting, but the paragraphs were long and the articles were poorly
laid out. We have accordingly re-configured the lay out and generally
reduced the length of the articles.
Finally, some readers said we were not adequately promoting our
opportunities and services. No-one wanted to see it become a sales
brochure, but more information on new opportunities, potential returns and
how people could invest would be helpful.
We have always adopted a very low key approach to marketing and view
our newsletter not as a sales aid, but as a good way of keeping our clients
up to date on the UK market etc. We always try to make it interesting,
informative and amusing, even if sometimes we don’t accomplish all three.
Our MD writes the content and lays it out and whilst it takes some time
every month, he enjoys doing it. As most authors (a grand title for him…)
will agree, the aim is for people to enjoy reading it, and the more people the
better.
So, if you know anyone who might be interested in reading it, please
forward it to them or forward us their email address. Your support will
be greatly appreciated.
We hope you enjoy reading the ’news and views’ and look forward to your
feedback.

Thought of the month
“Ninety percent of all millionaires become so through owning real estate.
More money has been made in real estate than in all industrial investments
combined. The wise young man or wage earner of today invests his money in
real estate.” Andrew Carnegie – Scottish businessman and philanthropist
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.
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I f yo u w o u l d l i k e t o
meet our MD when he
visits Asia/HK please
contact us

7 - 21 Nov 2018
The articles and
comments contained herein
reflect the personal views
of the author (our MD).
No offence is intended to
any party (Honestly, we
promise!)
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