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In this edition… the effect of the current crisis on the residential sector… tenants cannot be evicted for three months …
a Majestic project for corporate/ HNW investors….. acol…. hot off the press…. something lighter

Some
thoughts...

Not closed and
ticking along

The current crisis
and the property market

I relocated to the UK a few years
ago to become more involved in
the acquisition/development side of
our business and I now understand
the sentiment of the news headline
‘Europe cut off’ when there was fog
in the English Channel.

We have included an article on how the
current crisis might affect the residential
market - you can find it below on page 2.

Given the travel restrictions etc., it
is easy to feel cut off from
everything, even if this is not the
case.

The general impression in some sectors of the media is that
everything has shut down. However, whilst the situation is clearly
serious and some sectors are severely affected, many businesses
are functioning relatively normally.
Unfortunately, whilst everyone has made an effort to stay safe, one
of our team contracted Covid-19. Thankfully, they now seem to be
on the road to recovery and hopefully will soon be back on board
full time.
As for our operation, we have closed our office and everyone is
working from home. Since we have always adopted a long term
approach to our business, we have no intention of furloughing or
losing anyone. Work on our acol properties is ticking along,
although this has slowed due to the restrictions and the number of
contractors off work etc

Not everyone will agree with our views, some
will say we are too negative, some will say the
opposite.
The important thing is to consider different
views before making any decision on
investing, whether that is now or later.
We hope the article helps in this regard.

Our last newsletter
Re-mortgaging
A number of clients who read our last
newsletter have contacted us to discuss the
possibility of re-mortgaging their existing
properties to generate further capital to invest
in the property market.
The mortgage process will inevitably slow
during the current crisis and this is to be
expected. Nevertheless, now is the time to
consider whether the strategy is right for you
and put the wheels in motion.

Don’t forget skype

The good news is that since most of our clients are in Hong Kong
and south east Asia, and our whole operation was set up to service
them, we are used to handling matters by email, skype etc.

The current crisis prevents me from visiting
HK/Asia and it will be some time before I am
able to get back there.

It isn’t ideal, but the work is still getting done and everyone’s
support in this regard is greatly appreciated.

I have recently had a number of skype
conversations with clients etc., and although it
is not as good as a face to face meeting, it is
still an effective way of communicating.

co-living/hmo

info@stdavidgroup.com
www.stdavidgroup.com

If you are interested in our projects and
opportunities and would like to discuss them
please let me know and we can arrange a
skype call.
Tony Davies
Managing Director

The effect of the current crisis on the residential sector
First the bad news, according to Knight Frank prices are set to fall in the residential
sector by 3% as a result of the current crisis. Even worse is the forecast of Bank of
America Merrill Lynch that house prices would fall by 10% this year. Of course, as we
have said many times in the past, forecasting future prices is crystal ball gazing - it is
like trying to pick the winner at a horse racing track - the punters don’t often it get right.
The general consensus in the market is that as a result of the UK lock down sales transactions will fall as people are
forced to delay moving home. For many investors the question then becomes: what will happen to prices?
To answer that it is worth remembering that prices are a factor of supply and demand. More supply with lower demand
results in prices falling; more demand with lower supply results in prices rising. So if demand and supply are reduced
in equal measures, as is likely, do prices rise, fall or remain static?
Whilst some ’bulls’ think the crisis will be over in the next few months and prices will start rising again, lots of ’bears’
think it will last much longer. We are erring on the side of the ‘bears’, but let’s wait and see.
Importantly, prices may or may not fall in the months to come, but they won’t be any higher (remember forecasts!)
When the crisis ends and the market returns to a degree of normality there will be a flurry of activity from both buyers
and sellers. ‘The ‘early bird...’ springs to mind, but it is far too early for capital growth
bargain hunters to jump in.
Now the good news, interest rates are likely to remain low and the government seems
intent on supporting various sectors, including housing, during and after the crisis.
As for the investment market the residential rental sector will not collapse, particularly
co-living/HMOs (Houses in Multiple Occupation). The key factors supporting it are the
ongoing housing shortage and affordability, intractable problems to say the least.
Yes, there may be job losses in many industries, but there is a huge shortage of
quality accommodation at the lower income end of the market. There are lots of tenants who can afford £100 per
week for a great room and that is not going to change, crisis or no crisis.
So will prices fall in the co-living/HMO sector? We very much doubt it. Properties in this sector are typically sold on a
yield basis. The capital gain comes from the rental increase rather than the rise in the value of owner-occupier homes.
This means if you buy and sell at a 7.5% plus yield and rents have gone up 3% your capital gain is 3%.
One of the keys to successful investment in this sector is to manage properties properly by maximising the rental
income and minimising the costs so that they have an auditable track record of performance.
The resale potential is then all about the desire of future income seeking buyers; are they going to be happy with the
secure and attractive yield you enjoyed?
As a result of the current coronavirus crisis all lettings inspections have been prohibited
throughout the UK. The result is tenants are extending their occupancy, usually on a rolling
monthly basis until the crisis ends

The rental news

During this period, only emergency maintenance
Routine inspections are not being carried out.

issues

are being

dealt

with.

The government has indicated that it will not allow tenants to be evicted during an
initial three month period. It has been suggested that landlords consider a rent deferment
arrangement. The tenants remain liable for the rent for this period and the landlord recovers it, either as a lump sum or
installments after it ends. This has drawn considerable criticism from both landlord and tenancy advocacy groups.
When requesting such a deferment or rent reduction, tenants are being required to produce evidence of loss of
income etc. This is to ensure our landlords can make a reasoned decision based on the merits of each application.
It appears that despite its wide spread circulation, the no eviction policy has not resulted in a large number of tenants
seeking to take advantage of it. To date, less than 10% of our general residential tenants, and none of our co-living/
HMO tenants, have sought to do so.

Although we periodically offer different opportunities and projects our primary focus is on our
projects.

acol

and

Majestic

Our Majestic projects are character properties with quality finishes and comprise studio and one bedroom
apartments. The above property is our fourth such project and is in greater Manchester. Having acquired the building
we are putting it through the planning process to create thirty two self contained studio apartments. There will be
strong rental demand for the units as the development is within a few minutes of a major shopping center, public
transport etc.
The project will have a GDV/price of around £3m and we are exploring various strategies, including a ’build to rent’
option for an end buyer, a JV structure and also a split up and sale of the individual units.
For further information please contact us.

Our acol co-living/hmo properties are freehold houses in greater Manchester which we
totally refurbish.
The properties can be acquired ‘off-plan’ or with progress payments, with an investment
level ranging from £90,000 through to £180,000. Mortgages are available to eligible
clients.
We offer a master tenancy arrangement (with St David as the master tenant) and provide
an ongoing letting and management service with fixed fees.
The expected net rental yield after all costs is between 7.5% and 10.5% p.a.
For our clients we also offer our private syndicate structures (which acquire our
properties) with an investment level starting at £50,000.

acol

HOT
OFF
THE
PRESS

The residential sector is ticking along, if you believe the reports
Most of us are trying to put a brave face on the current situation. It is no different
in the property world: it is business as usual, with estate agents talking up the
market, sellers taking a stoical approach and buyers trying to push things
through.

“The number of prospective purchasers registering to buy in London through
Knight Frank rose by 16% on a year-on-year basis in one week recently though, unsurprisingly, the number of actual viewings of property fell back notably over the same period. Liam Bailey,
head of research at the estate agency said “While the capital has seen demand build, the prime country-house market
is experiencing slower conditions, even though new-buyer volumes in the past week are down only slightly on levels
seen in recent years.”
The ‘buy to let’ market should see continued demand, albeit at a lower level, but the home-buyer/occupier market will
diminish in the short term as people avoid moving home in the current crisis
Landlords have
gone missing
The proportion of homes
bought by landlords has fallen
to a record low due to Covid19 and recent tax changes.
Following the Conservatives’
decisive win in the general
elect ion in December,
landlords bought 18% of the
homes sold in Britain
This is the highest level since
February 2016 when they
were rushing to buy homes
before the 3% stamp duty
surcharge on additional
properties was introduced.
However, since then the
share of homes bought by
landlords has fallen steeply,
reaching a record low of 8%
last month.
We need more landlords in
the market to prevent rents
sky rocketing

Jeff Bezos, of Amazon fame, has just bought a US$16 million
flat in Manhattan as an annexe to be added to his apartment on
the same floor and the three-storey penthouse directly above it.
The penthouse is 10,000sq ft and cost US$58 million. It came
with a tree-lined terrace that looks up at the Empire State
Building, a swimming pool, library and multiple large rooms.
Mr Bezos bought the two flats beneath it for US$29.4 million. Together they will form
a 17,000sq ft home with 12 bedrooms and 12 bathrooms. The combined value of the
properties is thought to be over US$100 million. He also owns the most expensive
home in Los Angeles and the largest house in Washington DC. His net worth is
US$138 billion, so they are just 0.07 per cent of his wealth.
Scott Fitzgerald is often quoted as saying: “The rich are different from you and me” and Ernest
Hemingway is quoted as responding: “Yes, they have more money." No argument there.

It is the same old story in London London’s new housing targets do not reflect the
capital’s true housing needs and, despite a rise in the number of planning consents,
development will peak soon, suggests new data from Savills.
The latest London Plan, drafted by mayor of London Sadiq Khan, sets a target of
52,000 homes per year. This falls far short of the government’s 72,000 calculation of
London’s housing need, and Savills’ 95,000 figure for uncapped housing need –
a calculation of the level of housing supply needed to bring down prices to a more
affordable level.
The ongoing shortage is set to continue
Government helping the new housebuilders
The government is in talks with housebuilders about extending a
range of measures to get the industry building again after the
lockdown is eased.

The government wants to avoid a repeat of the 2008 financial crash, when the sector was hit
hard as construction sites closed, smaller builders and suppliers collapsed and skilled workers left the profession.
One measure being considered is to delay the end of ‘Help to Buy’, which is due to be replaced in April next year with a
scaled-back version, according to two people familiar with the discussions.
A spokeswoman for the housing ministry said “Building the homes the country needs is a priority for the government and
we are working to protect capacity so that when normal service resumes, we can get Britain building more homes than
ever before.”
The sentiment is right, but this scheme’s main benefit is putting money in the pockets of the housebuilders

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
Something lighter

You may be familiar with the names, but not the faces
The St David team

Better late than never
Our MD has been dragged and
screaming into the 21st century and has
agreed to have a Facebook page and
write the content.
It is presented in a relaxed format and
can be found at;
www.facebook.com/stdavidgroup
He has been told to ask all readers to
visit the page and ‘like’ us (whatever that
means).
Thanks.

It’s a dog’s life…...

Thought of the month
You can’t look back and
think you made a great
investment unless
you made the investment

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.

Our MD has delayed his return to HK/BKK
until the current coronavirus crisis
has receded.

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

Details of his next trip will
be available a.s.a.p.

