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A member of the Hong Kong legislative
council, has recently called on the British
government to crack down on failed buyerfunded off plan residential developments in
the north of England that have left
thousands of overseas investors out of
pocket.
It appears that more than 2,000 buyers in
more than 25 failed developments have
reportedly lost deposits totalling more than
£110m. The buyers are mostly from Hong
Kong and other parts of Asia.
It is interesting that the developments are
in the north, particularly Liverpool and to
lesser extent Manchester, rather than
London, which has historically been the
location of choice for HK investors.
Liverpool and the north
The reason is that the London market is
dominated by big developers who have
considerable financial resources. The
quality of their finished properties
sometimes leaves much to be desired, but
few have gone bankrupt in recent times.
The big boys have been slow to move to
the north of the country leaving the
market there open for ‘entrepreneurs’ and
new entrants to the sector.
Many of these new players have great
marketing skills and can produce high
quality glossy brochures, but have little
experience and have very short term
outlooks. Some are simply con men, which
you can find in every industry.
A crackdown is needed
To protect all buyers the authorities need
to crackdown on some of the
questionable practices such as the abuse
of the leasehold/ground rent system.
Tony Davies

Of course, developers
should face the full wrath of
the law if they act illegally
and the authorities should
act quickly and decisively in
such cases. Unfortunately, it
appears this is not always the
case.

Some
thoughts...

Whilst there may be need for more
protection for investors, care must be
taken not to needlessly disadvantage
credible developers from providing much
needed homes for the thousands of
people who desperately need somewhere
to live.

I will be in Hong Kong
on Monday and Tuesday
15th /16th April
If you would like to meet
me while I am there
please contact me
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There should be a level playing field for
all investors, with overseas buyers being
afforded no less, but importantly no more,
protection than UK buyers.
The UK property market is a great place
to invest. Whether you are a UK or an
overseas buyer, doing your homework
and working with the right developer/
adviser is the right approach.
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Around
the globe
No, its not a theme park…...
It is a private residence in San Francisco that is called Flintstone
House (no clues for guessing why). It has been on the market for
nearly two years and the asking price had been lowered by more
than a million dollars. Ms Fang purchased the place for $2.8 million
and installed metal dinosaurs in the garden alongside a woolly
mammoth, a giraffe and a statue of Fred. The local planning
committee has ordered her to remove the sculptures and is now
suing Ms Fang, 84, for failing to comply. She is apparently open to
offers for the house. Yabba Dabba Doo!

The refurbishment of
our Majestic Victoria
project has been
completed.

A sneak preview

Our next newsletter
will provide a full
update, but we
thought we would
share this with you
in the meantime.

Looking for a buyer and a wife
A 398-acre nature reserve near
Bridgewater, UK has been put up for sale
at £2.2 million.
The new owner of the land will get
£90,000 a year from the Rural Payments
Agency.
The vendor, Sir Benjamin Slade who is
72, is best known as the aristocrat who
has been looking for a “breeder” who
could provide him with two sons. He
said his list of wife requirements included
that she should be no taller than 5ft 6ins,
aged between 30 and 40, possess a gun
licence and be “castle trained”.
There appears to have been no serious
offers to date (for either).

We are pleased to advise that subscriptions for the LLP we are forming are
proceeding well (we are above the minimum required) and it will close for further
subscriptions at the end of this month (April).
The LLP will acquire properties in three of our recent projects, has proven to be popular and is set to close in April.
It will run for five years, with a three year exit option, and is expected to show a return of 6% plus p.a. after all costs.
By investing in three different projects, in different locations and sectors, the syndicate will enjoy a high degree of
diversification. Importantly, the properties will mean the syndicate will achieve its aim of providing:
diversification through a single investment - in low risk properties at a more modest investment level that suits many investors - and which will show an attractive return
Majestic Victoria

Majestic Court

Proven performance - 6% net p.a.

Co-living 7.5% - 9% net p.a.

6% net p.a. guaranteed
for two years
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by any authority.
St David
Group No. only
3 March
2019
info@stdavidgroup.com
www.stdavidgroup.com

HOT
OFF
THE
PRESS

A first-time buyer with no
financial help from their family will
be forced to save until 2029 to
raise a deposit on a new home,
according to an analysis that
shows the over-reliance of
millions of people on the Bank of
Mum and Dad.

Brexit of no concern?
According to some people, the Brexit
cloud appears to be lifting from the
housing market, after prices grew in
every city in Britain for the first time in
almost four years.
House prices increased by an average
of 2.8% to £253,800 in cities in the
year to February, according to Zoopla,
the property website.
Growth was led by Leicester,
Manchester and Glasgow, which
reported growth of 6.8%, 5.8% and
5.7%
respectively. Cambridge,
London and Oxford were weakest,
with growth of 0.2% 0.4% and 1%,
respectively.
London has suffered from almost
three years of falling prices, but there
are signs that the market is stabilising.
“Buyers who have delayed purchases
and stood on the sidelines since 2015
are starting to see greater value for
money, seeking out buying
opportunities while Brexit uncertainty
impacts market sentiment,” Zoopla
said.

The analysis, by Hamptons International, the estate agency, found that a
single first-time buyer on an average wage in England and Wales would
take ten years and three months to raise a 15% deposit.
The time it takes varies wildly. In the North East, it would take six and a half
years and in both Wales and the North West eight and a half years.
However, in London, an average first-time buyer would need to save for 15
years and nine months, meaning that it would take until 2034 if they started
saving today.
The figures were calculated based on a first-time buyer who earns an
average wage and can save 22 per cent of this every year towards a
deposit.
Figures from the Office for National Statistics last year showed that the
average home in England and Wales was valued at 7.8 times the average
salary, compared with 3.55 times in 1997.

London moves to Manchester
London’s largest landlord has
announced plans to invest
£4 billion in building 20,000 new
homes in the North West as the
housing market cools in the
South East.
L&Q, a housing association, is in
talks to buy Trafford Housing
Trust. At least half of the planned
homes will be affordable.

The slowing of the London housing market has limited the ability of housing
associations to subsidise social housing with profits from market homes.
However, there has been strong rental growth in the North West and it has
outperformed London on house price growth. The Sale-based Trafford
Housing Trust has 18,000 customers living in 9,000 homes for social and
affordable rent in Trafford, Greater Manchester.
L&Q was founded in 1963 in Greenwich, southeast London. It has grown
into a £12 billion business that houses about 250,000 people in more than
92,000 homes in London and the home counties.
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A welcome crackdown
The chief executive of Bellway has
welcomed a government crackdown
on poor-quality homes as the housebuilder reported higher profits and
sales.
Jason Honeyman, 51, said that this
week’s threat by James Brokenshire,
the housing secretary, to punish
housebuilders guilty of “unacceptable”
punitive costs and “nightmare”
snagging problems in new homes was
a good move.
Mr Brokenshire said that he would be
“considering carefully how the
developers who work with us meet the
standards and quality that customers
deserve” before the launch of the
revised Help to Buy scheme in 2021.
The new scheme will be restricted to
first-time buyers.
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Offshore companies and the risk ahead for their owners
Using offshore companies as a vehicle to own property has been a favourite of
numerous investors. It is now estimated that UK property worth over £100 billion is
owned by anonymous companies registered in tax havens. About 40% of the 87,000
properties are in London.
Various parties have suggested that the names of the beneficial owners of these companies be listed in the public
domain. One party, Global Witness, an anti-corruption campaign group, is at the forefront of this.
Claudia Elliott, a Global Witness campaigner, said that criminals and corrupt politicians were able to use the UK
property market to hide their money and evade scrutiny. She said: “The purchasing of properties anonymously is one of
the ways that corrupt people launder their money through places like London. They can effectively clean their money,
as if they sell their property the proceeds look like they have come from something legitimate.”
Whilst the government has been slow to address the issue, a joint parliamentary committee is scrutinising the Draft
Registration of Overseas Entities Bill, which would establish a public register identifying the beneficial owners of
companies registered overseas that own or purchase land in the UK.
Ava Lee, of Global Witness, will give evidence to the committee along with senior officials from the National Crime
Agency, Financial Conduct Authority and Serious Fraud Office.
Ms Lee said: “It’s increasingly clear that UK property is one of the favourite tools of the criminal and corrupt for stashing
and laundering stolen cash.” However, she claimed that the draft bill contained loopholes that could allow corrupt
owners of UK property to remain anonymous.
Where there are politicians and vested interests at stake, the outcome is far from certain. However, whilst owners of
offshore companies should expect to come under more scrutiny, as the saying goes, ‘If you have nothing to hide, you
have nothing to fear’.

Should the UK stop overseas buyers?
According to the International Monetary Fund (IMF) it
should. It has said that tougher mortgage limits and
deterrents should be introduced against overseas
buyers of UK property to prevent a housing bubble
destabilising the economy.
It believes that house price booms are a consistent
cause of recessions and the authorities should take
more pre-emptive action to stop the damaging cycle
repeating itself,
Its goal is to halt inflow surges and the options it
recommends include punitive taxes or quotas on
foreign buyers.
In the eyes of many that this would be the nail in the
coffin for the London market which has in recent times
been heavily dependent on overseas buyers.
The IMF’s proposals are striking because the fund is
traditionally opposed to restrictions on international
capital flows. This is its second major study of house
price risks in a year. It has warned that property
markets are increasingly correlated across countries,
creating a potential weak spot in the global economy.

“Real house prices have
increased considerably since 2013,”
the IMF said in its Global Financial
Stability Report.
London house prices rose at an average of 7% a year
between 2013 and 2018. Over the same period, annual
UK real house price growth was 4%. That put the UK
near the top of advanced economies that have
experienced rapid house price growth, behind Ireland,
New Zealand, Australia and Canada.
According to the IMF, to take the heat out of booming
house prices, the authorities should make greater use of
loan-to-value and debt service-to-income ratios. The
Bank of England used this tool in 2014, when it decided
that lenders would only be allowed to issue 15% of new
mortgages above 4.5 times a borrower’s income.
The good news is that the IMF did not spell out specific
policy recommendations and is unlikely to do so in the
immediate future. It may be a portent of things to come
though, especially if the London market kicks off again
and creates more affordability problems for UK based
buyers.

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?
There was a 3.7% decline in annual housing
transactions in England and Wales (excluding
greater London) in the year to February 2019 the largest drop since 2008

Now for something a little lighter

Thought of the month

There was a 18.2% fall in new build
transactions in greater London in the year to
February 2019, the lowest level since 2015.

Tony Davies will be back in HK/
Bangkok on a flying visit on the
15th and 16th April

If you would like to arrange a
meeting please contact us

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!)
.

When it comes to a great property
investment, sitting on the sidelines and
waiting for others to go first often means
missing out on a great opportunity.

You have to see
the funny side of
this…..

If you know anyone who might be interested in
reading our newsletter, please forward it to them or
forward us their email address. Your support will
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.
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This is definitely not
one of ours….
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