Views from the rooftop
Property investment
in the United Kingdom
Sorry, but most houses are
too expensive to buy now
As we have previously commented, the
market is booming now with prices
rising and a lack of available stock.
Virtually everything worth buying is
being snapped up within a week and is
going for more than the asking price.
It means that the vast majority of
houses we review simply won’t work as
the figures don’t stack up. The result is
a shortage of product.
Fortunately, we can still occasionally
identify value coming on the market.
Unfortunately, it is not enough to keep
up with demand.
When we tell people the situation, we
get a mixed reaction.
Some no doubt think it is a sales ploy
designed to create a sense of urgency
and FOMO (fear of missing out).
Those who know us realize this is not
the case.
After over twenty five years of doing this
we have learnt not to buy at over
inflated prices – the market will return to
normal in time. This is especially the
case in the coming months.
The good news is that the sudden surge
in demand and house price rises over
August and September is unlikely to
continue as we head into winter.
Until then we are only buying and
offering properties when we see value
for everyone involved. It is how we have
built a long-term business and
relationships with our clients.
Patience is a virtue, especially at
frustrating times like this, so please bear
with us in the short-term. It will pay off
in the long term.
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Off plan new build prices
With the sudden jump in prices many
new build developers have increased
the prices of their off plan properties.
Most have owned their land for some
time and costs have not increased
substantially. They are simply
charging what the market will bear.
Does it mean that their product is
worth that much more than it was
three months ago, especially when it
won’t be completed for some time?
Some people will argue it is, others
will argue a temporary price blip does
not mean sustainable value.
Fortunately, when it comes to
property and buying for future capital
growth, time heals many bad
decisions. Assuming of course,
buying such an off plan property now
is a bad decision…..

Commercial to residential
The commercial sector doesn’t
receive the same media attention as
residential housing.
The reality is that retail sales are
moving on-line and many people are
working from home, thus reducing the
need for office space.
Commercial property values are
accordingly suffering and the prospects
for parts of the sector are poor.
This has created some great
opportunities to buy buildings cheaply
and convert them to residential.
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We can expect a flurry of such
projects to come to the market in the
coming months.
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City centers, locations and sectors
Many people are drawn to investing in major cities, principally London, Manchester and
Birmingham. The perception is often that rental demand is highest in these locations as
they have larger populations. However, they also have more properties and in some
locations more than is needed to satisfy the rental demand.
The important issue is the supply and demand ratio for the location and the sector the
properties are in.
The location

The sector

Manchester, for example, has a population of
around 550,000 within its metropolitan borough so
the impression may be that rental properties there
would be in high demand. However, the city is
facing an over supply of rental properties due to the
deluge of newly built apartments hitting the market.
The same applies to the centre of Liverpool.

We recently assessed a property in a Cheshire town
which has a population of around 100,000 people.
The property is within a few minutes walk of a big
industrial estate with over 100 companies.

In both locations developers have jumped in and
sold huge numbers of apartments, mostly to
investors on the promise of strong rental demand
and attractive yields.
The reality is neither city is like London; the
business districts are much smaller and are within
relatively easy commuting distance of population
centers.
Most people prefer to live and work in the
surrounding suburbs and towns, where there is no
over supply to impact rental yields.
It sounds simplistic, but ‘When in Rome, do as the
Romans do’ - when it comes to investing think like
a local would think in terms of where to rent.
Your tenants are going to be people who live there
and your perception of the ideal rental location may
be very different from theirs.

Whilst there are residential areas close by, they
mostly comprise family homes and there is a
shortage of lower priced co-living/HMO
accommodation to service the demand from the
estate.
If you are investing in the co-living/HMO sector for
rental income then you need to be close to industrial/
manufacturing/distribution centers as your tenants
ware likely to be employed in these sectors.
We wouldn’t recommend investing in a family home
in this town as a rental property, but an acol property
would be a great investment.
The ‘downside’ with the property in terms of its
appeal to overseas investors is that most would not
have heard of the town, let alone be familiar with it.
Additionally, it isn’t near the centre of a major city
where many investors perceive the strongest rental
demand to be.
This is why investors should use the right developer/
adviser who knows and understands the sector and
take the emotion out of the investment decision.

Opportunities
Our acol projects are located in the north west of England.
The properties are conveniently located and are totally
refurbished to create ideal rental properties in the high income
hmo rental market.
Our clients have the option of either
St David as the master tenant for three years with a
guaranteed net rental of 7.5% p.a
or
Market rents of between 7.5% and 10.5% net p.a.
The investment level starts from £50,000.
For further information please contact us.

co-living/hmo
* hmo ; Houses in
Multiple Occupation individual rooms with
shared communal
facilities

Market
updates
The average price of
a house in August
was £218,262

The number of offers accepted in the week commencing 19
September was 154% higher compared with the five year average
The average price of a starter
home in London is £481,000.

House prices grew 1.6%
month on month in

September

And we thought London was expensive
For sale: tiny room in Paris, at top of apartment
block, no direct lift, one mod-con, small skylight
with view of Notre-Dame (slightly damaged). It
covers 6.51sq m (roughly 8ft by 8ft), if it were
square. It is described as an “ideal pied-à-terre or
office”. Offers over £121,000 (seriously?).

Repossessions set to rise as government dithers
Almost 2m people deferred their mortgage payments as a result
of a loss of income due to the Covid-19 crisis. From November
they will no longer have that option and a moratorium on
repossessions is to be lifted at the same time.
Varies bodies are lobbying the government to extend the
deferment period; the response so far has been that individual
borrowers should contact their lenders to assess their options.
Some lenders are expecting the government to step in at the
last minute to avoid a catastrophe. Others are less hopeful.

Frequently asked
questions

13% of properties sold for more

than
the original asking price in August, the
highest level recorded since 2015
In September, house prices were
7.3% higher than last year.

Replacing the bank
of mum and dad
The government is apparently
considering a plan for young
people to secure 95% mortgages.
It is expected that the plan will require the
government to take some of the risk from lenders
through a form of state guarantee.
The plan has drawn mixed responses with many
people feeling that if lenders won’t take the risk of
a 95% loan why should the government.

Relocating to the UK?
If you are thinking of relocating to the UK at some
point in the future and want an impartial
assessment of the property market and your
options please contact us.

Our FAQ section seems to be popular and hopefully everyone finds it of benefit. If you
have any questions which you think are suitable for inclusion please let us know.
Q. Why are prices rising so fast in the UK and how long will this continue?
A. It is generally put down to the demand that was created during the lockdown period
when people were unable to view properties. A major factor was also the stamp duty
holiday which is due to end on the 31st March 2021. When the restrictions were eased
buyers rushed in, particularly those looking for houses with gardens and which offered
a suitable environment for working from home. The number of properties on the market
was limited so prices rose.

We very much doubt the price surge will continue through the winter, especially with the adverse effect of the current
crisis on the general economy. Whether prices will fall is up for debate, but Covid –19 aside, the fundamentals of the
housing shortage, low interest rates etc. should ensure the market remains resilient over the medium term.
Q. Why do you totally refurbish your new acol properties rather than just redecorate them at a minimal cost?
R. We want the properties to be sound long term investments that have low maintenance costs and attract quality
tenants. A ‘coat of paint’ and some cheap carpeting invariably leads to more expense later when the property has to
be upgraded with tenants in place. It will also result in poor rental returns as the property deteriorates in quality.
Additionally, our properties comply with all building, fire and licensing regulations. Importantly, we only want to put
our name to a property we (and our clients) will be proud of in terms of quality and rental performance.

HOT
OFF
THE
PRESS
Factory built houses
The government has confirmed plans
for a revolution in house building with
a big investment in factory-built
homes.
Rob er t Jenr i ck , t he Ho us ing
Secretary, said that he wanted
modern methods of construction to be
“a significant part of our future housing
investment plans and indeed of the
spending review later this year”.
The ambition is backed by the
Chancellor and the Chief Secretary to
the Treasury.
Fewer than 3,500 of the 241,000
homes built in England last year were
constructed offsite. However, as much
as a quarter of the country’s housing
could be built in factories by 2030,
according to proposals being
considered by Downing Street.
Just what we need, more government
proposals for consideration

The Tories
and the
NIMBYs
(not in my
back yard)
are on the
war path

BVI companies

Tiny flats with no natural light

The ownership of hundreds of
thousands of companies
registered in one of the world’s
most secretive financial
jurisdictions is to be made public
for the first time.

Developers will be blocked from
creating tiny flats in former office
buildings dubbed the “slums of the
f uture” after the government
announced that it would impose
minimum size requirements.

The British Virgin Islands (BVI)
has committed itself to creating a
publicly accessible register of
company ownership by 2023.

A relaxation in planning rules in 2013
paved the way for office blocks to be
converted into thousands of flats
without any space standards.

Anti-corruption campaigners
hailed a victory for transparency
and the fight against hidden
movements of huge sums of
money.

Some landlords exploited the
freedoms to build minuscule,
sub-standard flats with limited access
to natural light that were often used
by councils to house children and
vulnerable adults.

A BBC investigation in 2018 found
that a quarter of British properties
owned by foreign companies were
registered to entities in the BVI. It
calculated that 11,700 companies
registered there owned 23,000 UK
properties.
The islands join the other
overseas territories — Anguilla
Bermuda, Cayman, Montserrat
and Turks & Caicos — in
promising a public ownership
register. Gibraltar is required to
establish one under EU
anti-money laundering directives.

Fiona Howie, chief executive of the
T own an d Co unt r y P l an ni ng
Association, said that it was a
“positive step” that “along with the
earlier announcement requiring
homes to have access to natural light,
will hopefully prevent the very worst
homes coming through permitted
development rights”.
Much needed and long overdue

We have mentioned previously that the government intends to
introduce new planning legislation which will help increase the
number of houses being built. As expected, it has met with a
great deal of resistance from various parties, including
Conservative MPs.
In August ministers published details of an algorithm, described by one Tory MP as a
“mutant”, that calculates which parts of the country are earmarked for development Cities
outside London would be asked to build fewer houses. For example, development is set to
shrink by 37% in Greater Manchester and 15% in Birmingham.

It appears traditional Tory shires face a huge rise in development. The Cotswolds constituency would have an extra
739 homes a year. Arundel & South Downs would receive 4,510 homes over ten years, the equivalent of a small
town. Richmondshire in North Yorkshire, (which includes part of the Yorkshire Dales) would be hit by a tenfold
increase. London would be hit hardest, with a fivefold rise in Holborn & St Pancras alone.
Conservative backbenchers are increasingly mutinous over the reforms, with one rebel calling it symptomatic of a
“wider lack of engagement” that No 10 is not allowing MPs to vote on. John Fuller, chairman of the District
Councils’ Network, said that councilors were “enraged” by the targets. “We’ve got to have a formula — but, please
God, not this one,” he said. We have not heard the last of this ………….

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
Video viewings are becoming increasingly popular

The rental news

When the lockdown provisions restricted us from carrying out on-site viewings we
resorted to doing virtual viewings. Rather than have a prepared video for each property
we conducted them live and walked the prospective tenant through the property.
The tenants could see its actual condition and we could answer questions there and
then.

The format proved to be very popular and where appropriate we have continued with
the practice after the lockdown. Of course, we are still keen to meet prospective tenants on site as we firmly
believe, in addition to our extensive background checks etc., in ‘personalising’ our tenancies through face to face
meetings. This helps us establish a working relationship with the tenant and helps prevent problems later.
Nevertheless, where that is not possible virtual viewings are still quite effective. The additional benefit is that
more viewings are carried out as cancellations are kept to a minimum and people do not have to travel to see
the property only to be disappointed (yes, agents have been known to embellish the features and condition of a
property in their marketing material).
‘Where there is a will there is a way’ - videos are not ideal, but at least they get the job done.

Thought of the month
Many thanks to those clients who contacted us
regarding the renaming of our lettings and
management operation and our plans for the
future.

Level of success
How it sometimes feels
High

Our Facebook page has some
great videos of our acol

Success

Your feedback and support is greatly appreciated.

properties
Please ‘like’ us at
Facebook.com/
stdavidgroup
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.

Low

Time

It applies to so many things in life…..

Our MD has delayed his return to HK/BKK
until the current Covid-19 crisis has receded.
He is still available on Zoom and Skype!

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

