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That time again, moving up north and questions and answers
It is that time again in the UK. The silly
season comes around every so often,
when people stand on street corners
introducing themselves to totally
disinterested commuters as the local
Labour/Tory/LibDem/Looney Party
candidate. Yes, it is election time.

Some
thoughts...
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This is a property newsletter and I will
refrain from commenting on political
issues, other than to say the current
MPs in Parliament have made a total
mess of Brexit and the vast majority of
the public want a decision to be made
(any decision!) sooner rather than later.
During the course of the current
parliament the housing affordability and
shortage problems have not been on
the government’s agenda, but, surprise,
surprise, they are now.
The ongoing problems are most acute
in the affordable homes sector. Sixty
thousand homes classed as affordable
were supplied between April 2017 and
March last year, according to official
figures. While this is an improvement on
the 43,473 built in 2015-16, it is still
below the ten-year average of 62,400.
All the parties need to woo voters in
marginal seats and one way of doing so
is to make broad, sweeping statements
on how they intend to fix the problems.
Of course, all of them are promising, as
they have in the past, to spend money
they won’t have and deliver houses that
will never get built. Once elected, they
can re-prioritize and spend the money
elsewhere.
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More broken promises are on the
horizon, whichever party is elected.
The housing sector needs a major
re-think, and unfortunately, the UK’s
politicians are either not interested or
not up to the task.

On to brighter subjects,
after having had our UK
office in London for
twenty five years, we
have decided to move it to Chester in
the north of England.
Our London focused clients have
nothing to worry about and we are
certainly not abandoning the capital.
We will retain a presence there and will
develop more properties when the time
is right.
In the meantime, there are some great
income producing opportunities in the
north and being based in Chester will
help us access these more easily.
More information on the move is
provided on the last page.
Q and As which might be helpful
For many years the affordable co-living/
HMO (Houses in Multiple Occupation)
sector was plagued by rogue landlords
offering sub standard accommodation.
In recent newsletters we have
highlighted how the sector has
progressed in the last five years.
In
this edition we answer some of the
questions we typically get asked when
people are considering investing in it.
I would encourage everyone to read the
article on page 2. It will provide helpful
background and may eliminate some of
the concerns investors have about
investing in the sector.
Finally, despite the current turmoil, it
was great being back in Hong Kong this
month. Roll on early in the new year,
when I will be back there.
Tony Davies
Managing Director

The affordable co-living/HMO sector - Q and As
What is a HMO?
A HMO is a House in Multiple
Occupation. The UK government
defines a HMO as a property rented
out by at least 3 people who are not from 1 household
(for example a family), but share facilities like the
bathroom and kitchen.
What type of tenant lives in a HMO?
Every day people who are budget conscious and want
somewhere comfortable to live. They are typically
single, blue collar works such bus drivers, warehouse
workers etc. They are prepared to share a bathroom
and a kitchen if it means they live within their means
Are they just as likely to pay the rent as a professional
worker such as a banker or a teacher for example?
Experience of managing properties has taught us that
tenants with higher salaries have no more personal
integrity than tenants earning less money. The key is to
make sure, at the outset, that the person is gainfully
employed, can afford the agreed rent and understand
the rental commitment they are making.
I have heard that HMO
tenants don’t keep the rooms
in good condition, is that right?
As with all properties, it all
comes down to the individual
tenant. Our acol properties
are finished to a high standard and we have found that if
you offer a quality product people will look after it.
Additionally, we clean the individual rooms and the
communal parts every two weeks so if there is a problem
we can address it quickly and resolve it with the tenant/s.

What about en-suites?
As you might expect, some people will pay more for an
en-suite while others prefer to share a bathroom to save
money. The good news is that
there is strong demand for
both options. acol properties
typically have a mixture of
both.
Do I need a special licence to own a HMO?
For an acol property you don’t. They have only four
occupants, which falls below the licensing requirements.
Do they comply with all the regulations?
Yes, they meet all Building and Fire Regulations and the
rentable rooms meet the recommended minimum space
requirements for acceptable accommodation.
Will you handle every aspect of the process for me?
Yes, we handle all aspects, from initial acquisition,
refurbishment, letting and management through to
eventual resale.
Are they easy to resell?
Yes they are. There is always good demand for quality
properties that have a sound track record of auditable,
attractive returns. They can be sold through estate
agencies or by auction, with us handling the process.
What is the investment level and rental yield from an
acol property?
The investment level is around £170,000 and the yield is
between 7% and 8.5% p.a. net of all costs, and we do
mean ALL costs. We also offer our clients LLPs/private
syndicates with an investment level from £50,000.

What about the rental agreements?

What are the downsides to an acol property?

We only offer one year Assured Shorthold Tenancies
(ASTs), as we do for all our other properties. We do
standard credit reference/employment checks and take a
security deposit.

They have multiple tenancies, which involves a lot of work
for the property manager. You have to use the right
manager to ensure they are a trouble-free investment.

What do we need to provide
the tenants with?
acol properties are offered ‘ready
to live-in’, are fully furnished and
have a fully equipped kitchen.
What about lounges?
The tenants have typically not
previously known each other and
shared lounges can cause friction over their day to day
usage and up-keep. We do not recommend having
them.

As an overseas investor it is
difficult to secure a mortgage
pre-refurbishment.
Lenders
prefer to lend on the finished
product and often on a portfolio
rather an individual property.
How would you sum up an acol property?
‘A totally refurbished, structurally sound freehold house
that offers quality affordable co-living and which will show
an attractive net rental yield and capital growth in line with
the market.’
For information on our acol properties, please contact us
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According to one source, there are brighter times ahead

OFF
THE
PRESS

If you thought Brexit was taking a long time, you haven’t tried selling a
house recently. OK, it shouldn’t take you three years, but the average
sale is still taking three months — a month longer than if you were selling
in 2016.

House prices rising but….
House prices rose at their slowest pace in
more than six years in October as
stagnation had a continuing hold on the
property market, according to the
Halifax BS.
Prices edged up by 0.9% in the year to
October, which was a slight decline from
the 1.1% rise in the 12 months to Sept.
Even though sustained wage growth and
record low interest rates are supporting
demand, the lender said that buyers were
“erring on the side of caution” in the face
of continued Brexit uncertainty.
Others agree, more or less…..

Political turmoil certainly has its part to play. Buyers and sellers are
holding off because they simply don’t know what the next parliament
looks like or what kind of Brexit — if any — it wants. A firm decision in
whichever direction is expected to bring certainty to the market, and with
it a delightful bounce in house prices.
Richard Donnell, research and insight director at the property portal
Zoopla, which surveyed selling times in UK cities, has recently said
“Once the political outlook becomes clearer, we would expect a modest
bounceback in demand for a six- to 12- month period.
“Regardless, removing the uncertainty caused by Brexit will do little to
address levels of housing affordability, which are limiting market activity
across southern England.”
This slowdown is acutely felt in cities such as Cambridge, Bristol,
Portsmouth, Southampton and Bournemouth, where homes are taking an
average of 10 to 13 weeks to sell.
It appears sellers can expect to wait even longer — between 14 and 15
weeks — in places, such as London and Oxford, where house prices
have sprinted ahead of average wages.

Hansen Lu, an economist at Capital
Economics, said: “Looking ahead, the
trend of sluggish house price growth is unlikely to change any time soon. In the near term, Brexit uncertainty will
discourage buyers from competing aggressively in terms of price.”

Russell Galley, managing director at Halifax, said: “We remain unchanged from our view that activity levels and price
growth will remain subdued while the UK navigates political and economic uncertainty.”

Two week
property inspections

Manchester and the north west
to lead price growth
The north-south divide in property
prices will continue to narrow
over the coming five years, with
house prices set to rise by 24% in
the North West but by only 4% in London, according to
Savills.
The estate agency forecasts that average prices will rise by
15.3%, but with significant variation between regions.
Prices in Scotland, Wales and everywhere north of the
Midlands are predicted to rise by 18% or more, while
everywhere to the south will increase by far less.
Charlie Kannreuther, of Savills, said: “The economic pull of
Manchester continues to be a major factor in the strength of
the North West property market and we’ve seen a notable
increase in interest from buyers outside the area, particularly
from London and the South East.”

Good property management
involves regularly checking
the property to ensure the
tenants is keeping it keeping it clean and tidy and in
good order.

The rental news

Most managers inspect their properties every six to
twelve months. However, for our acol properties we
are able to inspect the individual rooms every two
weeks.
This is not because we are concerned about the quality
of the tenants, but simply because we have structured
our operation to accommodate this.
As with all
properties the sooner a problem is identified the
better.
For more information on our acol
management service please contact us

letting and

Population growth is
set to continue
The population of the UK is
projected to increase to just
under 70 million within the next nine years, according to
official figures recently released.

House building
still behind
target rate

Almost three-quarters of population growth is because of
net migration, with the remainder due to more births than
deaths.

The UK needs around
300,000 new homes
every year to keep up
with
the
current
demand.

Projections from the Office for National Statistics (ONS)
show the population rising from 66.4 million in the middle of
last year to 69.4 million in mid 2028.

Whilst more homes are being built, the accumulated
shortfall has been estimated at over one million and
is still growing.

Modular homes will have their time,
but don’t hold your breath
Speaking at a housebuilding summit, the government minister vowed to get
more homes built more quickly by promoting modular construction —
new-age prefabs.
“New methods of production have huge potential,” he said. “We need to
encourage off-site manufacture to make it cost-effective.”
The sentiment was right, but the time frame for actually building modular homes has been more than slightly delayed.
John Prescott made that statement sixteen years ago.
The latest government has tried to move things along and has decided to invest £30m of public cash directly into
ILKE Homes, which claims it will produce 2,000 homes next year and 5,000 in 2021.
That is going to be quite a leap. Of the 193,000 homes built last year, only 1,000 were fully modular. Insurance giant
Legal & General, which started its own modular housebuilding arm in 2015, has accumulated more than £76m in
losses delivering just eight homes. A great deal has been spent on research and development, but mass production
is still some way off.
Mark Farmer, an industry veteran who was recently appointed the government’s MMC tsar identified housebuilding
as being under threat from a perfect storm of non-existent research-and-development and increasing shortages of
labour as brickies retire — and the need for innovation has only got more pressing.
One problem that will need to be addressed in the stigma surrounding the idea of prefabs from the 1960s.
According to Farmer. “Everyone recoils in horror. We have to decouple that mental image,” he said. It is going to take
some time before buyers will readily accept prefab homes, although affordability will obviously impact on their appeal.
Modular homes may be the answer, but as one party put it “It’s a bit like nuclear fusion, always just over the horizon
and the answer to everything, but never quite in reach.” Their time will come, but as we said, don’t hold your breath.

acol Sigma LLP
Closed for
subscription

acol Sigma LLP is our latest private syndicate. It is acquiring two acol properties in
greater Manchester and is expected to show a net rental yield (after all costs) of
between 7% and 8.5% p.a. The syndicate will run for five years with an exit option
after three years and had a minimum investment of £50,000.
We are pleased to report that the syndicate has been fully subscribed and has
accordingly closed for subscription. Many thanks to those investors who joined the
syndicate, it will be a sound investment for you,

This item appears as a matter of record only and is not an invitation to the general public to invest is a St David
private syndicate. For more information on our projects and opportunities please contact us.

The five rights
of property investment

Invest in the right property in the right
location at the right time for the right
price from the right developer/adviser

Did you know?
The average price of a home was £233,249 last
month, up from £230,267 in October last year.
Source; Halifax BS
Figures
65,919
This is
fears of

Chester office

from the Bank of England showed that
mortgages were approved in September.
an annual increase of 0.6%. (despite the
Brexit, people are still buying homes).

The MD’s trip to HK/BKK
this month saw him meet
both existing and potential
clients and many thanks
to those who spared the
time to meet him.
He will be back again in January/February - more
details in next month’s newsletter.

Thought of the month
All of parliament
Ma’am?

Yes 007,
all of them.

As advised on the front page, we are relocating our head
office to Chester.
The office is located in the heart of the city and is thirty
minutes from Liverpool, and under an hour from
Manchester, by car.
The new location means we can bring various functions
relating to our northern activities in-house, making our
service more efficient and cost effective for both our clients
and ourselves.
We will continue to manage our clients' properties in
London; everything is in place, from letting agents, through
to contractors to allow us to continue to provide a blue chip
service.
Importantly, we firmly believe in the medium to long term
capital growth prospects for the London market.
However, for those clients seeking a secure and
attractive rental income stream, there are far better
opportunities ‘up north’. Being ‘on the ground’ there will
help us take advantage of these for the benefit of everyone.
We have always adopted a long term approach to our
business and the establishment of our new office reflects
our long term commitment to it.
We expect the new office to be fully operational this month
and details will be provided on our website.
Ps Chester is a great place to visit (and has a good golf
course for the MD) so if you would like to drop by for a
coffee and a chat, please let us know. We look forward to
seeing you there.

The articles and comments contained herein reflect
the personal views of the author (our MD).
No offence is intended to any party.
info@stdavidgroup.com www.stdavidgroup.com

If you know anyone who might be interested in
reading this newsletter, please forward it to them
or forward us their email address. Your support
will be greatly appreciated.

