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Formerly From the Property Pulpit

Looking back over the year

Some
thoughts...

As we come to the end of the year it is interesting to look at
what has happened to the UK residential market since last
Christmas. Overriding everything has been Brexit, with some
ignoring it and continuing to invest and others adopting a wait
and see approach.

At the start of the year most analysts and
commentators forecasted the market
would gradually slow over the course of
2018. They got that right, particularly with
regards to London which saw
demand from overseas buyers collapse.
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Properties were much more affordable
and prices were rising (7% over the
course of the year) in ‘the northern
powerhouse’ of Manchester. Agents
quickly created awareness of this through
weekend exhibitions and social media etc.
Investors who bought the right property in
the north west will have done well. Those
who stood on the sidelines waiting for
better times in London will have to be
patient. Prices there rose by less than
2%, the income stream was minimal and
there is little likelihood of this improving in
2019.
By the end of the year estate agents were
complaining of a lack of houses to sell as
sellers waited to see what 2019 will bring.
Ah, but I can hear someone saying that
prices may fall due to Brexit so standing
on the sideline may be the right approach.
There is some validity to that, but whilst a
correction can never be ruled out, the
ongoing housing shortage, high
employment levels and low interest rates
are sound fundamentals supporting the
market.
Besides, even if prices dip in the short
term, does it really matter? If you stand on
the sidelines and prices drop 3% over the
year then you could argue that you made
a wise decision.
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However, if you received 6% p.a. (net,
after all costs) rental income you would be
3% ahead - far better than HSBC HK are
offering on one year term deposits.

Whilst focusing on rental income doesn’t
appeal to everyone, we are meeting lots
of investors who like seeing money going
into their bank account every month.
We all want capital growth, but it is
speculative and an attractive income
stream is much more tangible.
The combination of both makes a great
investment.
We are based in London, but go where
the opportunities are for our clients.
Those are ‘up north’ at the moment and
this is not going to change in 2019.
Sandcastles and taking responsibility
In May I wrote that buying a new build
property from one of the big developers
was no guarantee of getting a quality
product.
If you read our ‘Hot off the press’ section
you will see that problems persist in the
new build sector. ‘Sandcastles’ is an apt
way of describing the apparent approach
of some high volume developers.
In many companies senior management
rarely, if ever, have to face an irate
customer. If they had to, I suspect their
approach to matters would change.
I like ‘The buck stops here’ statement
that has been attributed to USA
President
Harry
Truman.
He
acknowledged that the man at the top
had to be held accountable for his
organization's decisions and activities.
A wise man indeed.
Finally, thanks to everyone who
placed their faith with us in 2018. I hope
you have a great Christmas.
Tony Davies
Managing Director

HOT
OFF
THE
PRESS
House price growth?
The growth in house prices has picked
up from a five-year low, according to
Nationwide. Annual growth edged up
to 1.9% in November, from 1.6% in
October, which was the weakest month
since May 2013.
The increase was above the 1.7%
growth forecast by economists, while
the 0.3% month-on-month rise was
also better than expected and the
strongest since July.
Robert Gardner, Nationwide’s chief
economist, said that growth had been
“relatively subdued” in November and
that in the near term the squeeze on
household budgets and an unclear
economic outlook would dampen
demand, he added: “If the uncertainty
lifts in the months ahead and
employment continues to rise there is
scope for activity to pick up through
next year.”
He said that there were signs that the
strain on consumers was easing and
that the Bank of England had signaled
that interest rates would rise at a
“modest pace and to a limited extent” if
the economy performed as expected.
It should make
us all feel a
little happier,
but let’s see
what 2019
brings.

Berkeley sounds bullish

Volume developers and sandcastles
Hundreds of new homes built with
sub-standard mortar are in danger
of crumbling, according to an
investigation that poses fresh
questions of newbuild developers.
Properties constructed by big
developers including Taylor
Wimpey have been built with
mortar that contains three times
more sand than it should,
according to claims by a retired
construction manager-turnedblogger.
Phil Waller says the issue is “both
widespread and serious” but that
builders and warranty providers
have been trying to keep the issue
out of the public gaze by using
gagging orders.
Taylor Wimpey denies any of its
mortar is inferior or properties are
unsafe.
An investigation of Mr Waller’s
evidence by BBC2’s Victoria
Derbyshire programme heard of
such faults in homes on at least 13
sites across the UK.
In one Scottish development,
Taylor Wimpey is thought to have
agreed to replace the mortar in
more than 90 properties, although
it maintains engineers found “no
structural issues” with the houses.
Under National House Building
Council (NHBC) guidelines, mortar
in most areas of the UK should be
of at least one part cement to 5.5
parts sand. Tests on some affected
homes show three times as much
sand.

Some experts blamed factory- mixed
mortar, which might pass a laboratory
test but not be strong enough in the real
world. Others said cost-cutting might be
the cause. The revelations pile pressure
on developers after revelations of faults
on new homes
Last April Bovis Homes, which builds
3,500 homes a year, was accused of
failing to adequately repair defects and
imposing gagging clause. Bovis, which
made £650 million in the past five years,
says it invested in quality and service.
In its inquiry, the BBC highlighted the
case of Vincent Fascione, 70, of
Coatbridge near Glasgow, who bought
a home from Taylor Wimpey in 2012 for
£112,500. He said that one night in
2016 he heard a loud cracking noise
from the external walls and in the morning found a sand-like substance on his
front path and crumbling cement.
The NHBC bought his home 18 months
after his complaint although it claimed
this was because repairs by a third
party were not good enough.
The last word has to go to Taylor
Wimpey…...
A spokeswoman for Taylor Wimpey,
which builds more than 10,000 homes a
year, said: “Quality assurance tests are
carried out on the mortar used on all of
our sites and there are very few
instances where it fails to meet the
required standards. The mortar we use
in the construction of our homes
complies with building regulations and is
of sufficient strength to meet the
structural requirements of the houses
and garages.”
Thanks for the
clarification.

.

An upmarket housebuilder believes that there are “opportunities to invest”, despite pressure on the market from Brexit and
increasing red tape.
Berkeley Group paused new land acquisitions in London in the first half of its financial year, but bought eleven sites outside the
capital, including two in Birmingham. It said this month that it had spotted new market opportunities in London and the South East,
where the group is concentrated. Berkeley rarely judges the market wrongly.
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acol

Majestic Victoria
Manchester

affordable co-living

Completion - January 2019
We will not be formally launching our
acol project until early next year, but
already several clients have jumped in
and signed up. ‘The early bird catches
the worm’.
Whilst the demand for co-living/HMO
properties is strong throughout the UK,
we will initially be focusing our acol
activities in the north west of the
country.

The roof work has been
completed and the scaffolding
has been removed. Once the
external areas have been
upgraded we will clean the
brickwork.

We are ideally placed to be able to help
our clients invest successfully in this
growing sector.

Character building
Classic designs - period
features
999 year leases
Good residential area
comprising quality homes

With attractive rental income and capital
growth, and investment levels ranging
from £100,000 to £2.5m, we believe the
properties will appeal to large and small
investors.
The affordable co-living/HMO sector is
going
through
a
major
transformation as high house prices and
strong rental demand force people to
look for less expensive, conveniently
located accommodation.

18 apartments

Walking distance to
Metrolink, bus and train
stations
The work on several of the
apartments has been
substantially completed, with
the work on the remaining
apartments and common parts
continuing.

Close to shops, restaurants
etc
Strong rental demand and
capital growth prospects
6% p.a. net rental
guarantee for 2 years
£5,000 Rental Bond per unit
to support the guarantee

For a sneak preview of acol please
contact us.

Unit price - from £110,000
Airbnb has become
one of the biggest
disruptors to the
hotel trade and now
it is coming for
housebuilders.
The San Francisco based homesharing giant is to start designing and
building “affordable” homes from next
year, which will “thoughtfully respond”
to changing needs over time.

Syndicate opportunity
from £30,000

We are making steady
progress
with
the
r ef ur bishment and ar e
extremely pleased with the
quality of work from our
contractors.

If you are interested in a
sound investment please
contact us for further
information

The new venture will be called
Backyard and “re-imagine the design of
homes”, by looking at new ways that
they can be built and shared.
The homes are likely to be constructed
to easily allow them to be shared on
Airbnb and to be adaptable with
features such as closets that expand
out of walls and beds that drop down
from the ceiling.
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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

If you have it, spend it…..

Did you know?

Denise Coates, creator
of the online gambling
giant Bet365, took home
£265 million last year.
She is using some of
that to
create herself
a stunning “modern
countr y
estate”
in
Cheshire.

Millennials are only half as likely to own a home
by the age of 30 as the baby boomers were at the
same age - and are four times as likely to rent
privately.
In 2018 29% of house purchases were for cash.
20,891 social housing properties were developed
in the financial year 2017-18, a 10% decrease on
2016-17.

The new 52-acre estate,
which
has
been
designed by Lord Foster
of Thames Bank’s company, will include an enormous glass
“statement house”, a lake and boat house, sunken tennis court,
summer house, estate keeper’s cottage, gate house, stables and
manège, and landscaped parkland. It will all sit behind two-metre
high fences guarded by 24-hour security.

Sterling - US$

Thought of the month
If you spend all your time
worrying about the clouds (Brexit),
you forget about the sunshine
(an attractive and secure income from
the right property)

Our MD, Tony Davies, will be
in HK/Asia between the 15th
and 25th January. If you
would like to meet him while
he is there please contact us.

Our London office will be closed from
the 21st December until the 2nd
January. However, ‘Saints never rest,
they merely pause for breath’ so all
enquires will still be dealt with promptly
over the holiday period.

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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To all our clients, friends
and associates
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.
info@stdavidgroup.com
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