Views from the rooftop
5

May 2019

Formerly From the Property Pulpit

Negative articles and know all the figures
I don’t want to turn this publication into a
regular rant about everything that is
wrong with the property sector and I
certainly don’t want to denigrate the
many fine developers and agents that
work in it. And yes, there are many.
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thoughts...
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Now I have got that out of the way, I can
tell you that this edition has a couple of
articles which show the less than
honorable practices of estate agents
and reviewers.
This comes after a number of recent
articles in the UK (which I have
commented on) highlighting that some
of the big developers are abusing their
position by offering sub standard
properties, adopting dubious practices
and providing poor after sales service.
The reality is that due to their sheer size
and influence, the big agents and developers attract a lot more attention than
smaller operators. Nevertheless, the
comfort most investors get from dealing
with larger corporations seems to be
becoming a thing of the past.
Of course, that does not mean that
problems do not exist at other levels of
the market. There will always be good
and bad operators in every sector and
property is no different. Importantly. the
UK is a great place to invest so don’t be
put off by some of the things you read.
We include such articles to show the
sector as it is and let our readers and
cl ie nt s f or m t heir own vie ws.
Hopefully, everyone will find our
newsletters interesting and
occasionally amusing, and if not, please
feel free to tell me.
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‘We suffer because we know the
numbers’ is a quote I remind myself of
when a potential project we review
doesn’t work.
In this newsletter we have included a
breakdown of the things you should take
into account when determining if a
refurbishment project will show you the
net rental yield you require.
If you are thinking of investing in such a
project, whether hands-on or with a
developer, the article is worth reading.
You may not
recognize it, but
if you read on you will
see how our last
project turned out. We
are really pleased with it.
I am often asked my thoughts on Brexit
and some of them I can print here. In
summary, on the evidence of how this
has been approached so far, if we ran
our operation that way we would have
gone bankrupt many years ago. Enough
said.
As for the effects on the property
market, lots of people are sat on the
sidelines and the best word to
describe the situation is ‘inertia’.
People are still renting properties, rents
are forecast to rise and there are still
some great opportunities out there.
That is not going to change going
forward and the sooner this is all
resolved and we can go back to reading
about something other than Theresa
May’s problems the better off we will be.
Rant over….
Tony Davies
Founder and Managing Director

No fault evictions to be scrapped,
should this be of concern to investors?
The government is proposing new legislation to protect the interests of
tenants who wish to remain in their homes at the end of their tenancy.
Most homes are currently let under assured shorthold tenancies, typically for
between six months and a year, with some opting for a roll over monthly
arrangement. When the term ends the landlord may evict a tenant without
giving a reason provided they give two months’ notice.
The proposed legislation will change all that and will make tenancies open-ended as they are in several countries,
including Germany and Scotland.
Importantly, landlords will still be able to evict tenants who have not paid the rent or have damaged the property or
caused a nuisance, and the government has promised to speed up the court process for these evictions. Additionally,
tenants can be served notice if a landlord wishes to move into the property or to sell it.
The change has been welcomed by homeless charities, who want to
remove the fear many tenants have of losing their home. As you might
expect though, landlord associations have expressed dismay at yet more
government intervention which they believe will impact on the attraction of
the buy-to-let sector.
There will always be troublesome tenants that a landlord/property manager
would prefer not to deal with. However, with an easier process to remove
tenants where appropriate and no restrictions at the time of re-selling, the
changes should not deter reputable overseas investors.
The right property manager will help select and vet the right tenants and deal with them going forward - after all, it is
what the manager is paid for. As long as the tenants acts in full accordance with the rental agreement the rental
return should not be reduced and if they fail to act as they should, then steps can be lawfully taken to remove them.
The private rental market has grown from two million to 4.5 million households in the past two decades.
The new rules are another step by the conservative government to appeal to lower income groups, which have
traditionally supported the Labour Party. Whilst it is easy to see the merits of the change, not every landlord will agree
and it will be interesting to see if it has any impact on investor demand when it is implemented.

acol is our recently launched
opportunity in the north of England.

affordable co-living

The properties are freehold houses
which are totally refurbished to provide
shared kitchens and/or bathrooms for
multiple tenants.
The affordable co-living /HMO sector is
expanding as reputable landlords enter
the market and quality properties are
offered.
Investment levels start from around
£130,000 with net rental yields of 7.5% 9% p.a.
For more information please contact us.
info@stdavidgroup.com
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Majestic Victoria - restored to all its glory
We are pleased to say that our Majestic Victoria project in Manchester has now been
completed. The building has been extensively refurbished and now comprises eighteen
studio and one bedroom apartments. We took a tired building, which many considered to be an ugly duckling,
and turned it into a beautiful swan (or at least, we like to think it is). We hope you agree.

For information on these apartments
please contact us

HOT
OFF
THE
PRESS
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.

Now who would believe this about estate agents?
According to one highly respectable UK publication, estate agent chains are
overvaluing properties by up to a fifth in a practice that can mislead sellers
into paying higher rates of commission,. Analysis of more than 200,000
properties listed online reveals that overvaluations are rife, with the biggest
agents the worst offenders.
The data suggests that agents with the highest commissions are overvaluing properties the most to attract sellers. The properties then sell at
lower prices, but the agents take big fees. Nearly two thirds of homes listed
by Foxtons have to be reduced from their initial price so they can be sold.
Properties it marketed had their asking prices cut, by an average 10%.
Data on a sample shows that the sale price was lower still, falling 16%.
The research shows that the ten agents that overvalue the most, including
Hamptons International and Chancellors, charge twice as much on average
as the ten agents who overvalue the least.
The National Association of Estate Agents said that not all price reductions
were due to overvaluing, although it admitted that some “unscrupulous
agents” would try to win business by quoting a higher asking price. Mark
Hayward, chief executive of the trade group, said: “It may be the seller
requires a quicker sale.” But he added: “These figures do not put the
industry in a good light.”
Foxtons and Chancellors categorically deny the accusations and Hamptons
refused to comment.

Food for
thought….

House prices grew at their slowest
pace in more than six years in February
as the southeast of England dragged
down the rest of the market.
Average house prices in Britain rose by
0.6%to £226,000 in the year to
February, according to the Office for
National Statistics.
According to the Royal Institution of
Chartered Surveyors, new buyer
inquiries and newly agreed sales fell for
a seventh consecutive month in
February.
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Some ‘independent’ reviews are open to question
The same newspaper has accused
estate agents of gaming the biggest
consumer feedback website by
paying it to help gain better review
scores.
Almost 200,000 reviews on
Trustpilot has found that some
companies are jumping from a
handful of bad responses one
month to hundreds of positive
reviews the next. Subscribers can
also filter the reviews they place on
their own website or corporate
Facebook pages, resulting in only
favourable posts.
Trustpilot admits that subscribers
can filter out bad reviews but says
the practice was akin to a book or
film review. “A publisher likely
wouldn’t put a negative review of
their most recent book in
promotional materials but that
doesn’t mean that everyone loves
the book,” a spokesman said.

The analysis found that in August
2016, Foxtons received only five
reviews on Trustpilot, with an
average score of only 2.2 stars out
of five. The following month it was
reviewed 467 times with almost
90% of the reviews generating five
stars.
The online agent Purplebricks, had
62,000 Trustpilot reviews and a
score of 9.5 out of ten. However,
Countrywide, one of Britain’s largest
estate agents, has only 123 reviews
and a score of one out of ten.
Count r ywide is not paying
subscriber fees but Purplebricks is.
Almost every company analysed
with more than 5,000 reviews and a
score above nine out of ten had a
similar pattern of reviews.
As you might expect, both Foxtons
and Purplebricks categorically deny
gaming the system.

Refurbishing a property - include all the costs
Most agents/developers who want you to buy a
property through them which they will refurbish and rent
out for you (a HMO - House in Multiple Occupation for
example) will give you a brochure of some
description. This will highlight the costs of acquiring,
refurbishing and letting out the property.
The temptation is to show as little as possible and
address any cost overruns after the property has been
bought. This can be achieved by simply showing the
purchase price and refurbishment cost supported by a
brief summary of expenses to arrive at a ‘net’ income.
The real net yield should always be based on the total
investment, i.e. all the costs associated with acquiring
and refurbishing the property and should include:
Purchase price ; Stamp duty ;
Legal fees and misc ; Survey report
The refurbishment component
summary of the following:

should

contain

a

External work ; strip out ; layout changes ; joinery and
ironmongery ; kitchens/bathrooms ; electrics and fire
alarms ; heating and hot water ; redecoration
throughout, ; carpets and laminate ; furnishings ;
contingency allowance.
Don’t forget to check the expected rental demand and income.

The detailed quote
you receive prior to
exchange of contracts
to
purchase
the
property should break this down into detail so you
know exactly what work is being carried out. VAT
should be factored in if appropriate.
As for ongoing management, most parties don’t factor
in void periods or repairs. With tenants moving in and
out you may lose a week or two of rental income and
the argument that everything is new so there will be
no repairs is nonsense. With tenants there are
always some repairs that are not recoverable.
For a HMO, depending on whether bills are included,
the ongoing rental position needs to include:
Letting fee ; Management fee ; Voids
Repairs ; Insurance ; Council tax ;
Cleaning ; Utilities - gas etc ; Wifi ;
Licence fees
Only when you have accurately calculated the above
can you assess the net rental income before tax on
the total investment.
For this you need full
transparency from the agent/developer.
The above is a brief summary only and for detailed
information on this sector please contact us,

Alpha Income LLP
We are pleased to advise that the Alpha Income LLP private syndicate,
which is acquiring properties in three of our recent projects, has now
closed for subscription.
We are extremely pleased with the response from our clients and should
like to take this opportunity to thank them for the faith they are showing
in us.
Majestic Court

Proven performance - 6% p.a.

Majestic
Victoria

6% net p.a. guaranteed for two years

Co-living 7.5% - 9% pa.

This appears as a matter of interest only and is not an offer to the general public to invest in a private syndicate.
St David Group No. 5 May 2019
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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

Did you know?
32.7m - The number of people in work in the UK - a record high.
Employment jumped by 179,000 in the three months to February, according to the Office for National Statistics.
It has increased by 457,000 over the past year, boosted by a rise in the number of full-time workers and the selfemployed, and the jobs market remains robust.
Some 1.34m people are unemployed, an estimated at 3.9%; it has not been lower at any point since 1975.
28% of London homes are privately rented
There were 2.5m buy-to-let investors in the UK last year - 5% up on the previous year and a record high

Now for something a little lighter
New
member of our
property
management
team

We
have
recently
expanded our property
management team, with
Ms Bhumika Trambadia
joining us as a Property
Administrator.
Bhumi previously worked
in the hospitality/leisure
industry at several major
London attractions.
Her interests include
traveling, playing pool,
watching rugby and
reading…. and of course,
looking after our clients’
properties.
Welcome aboard Bhumi.

Tony Davies
Next visit to HK/Asia
26th May - 6th June

Thought of the month
When it comes to property

patience
will pay
off

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

