Views from the rooftop
Property investment
in the United Kingdom
Brexit without a whimper
When Brexit was decided there was a lot
of talk about property prices falling, the
economy falling off a cliff and Francophiles
despairing over whether we would all
starve or die of thirst without our imported
Brie cheese and cases of Bordeaux wine.
As many expected, Brexit came without a
whimper, unless you were a lorry driver at
Dover of course.
Over time, other more urgent matters took
priority not least the Covid-19 pandemic.
These are certainly challenging times for
everyone and there was little to celebrate
in 2020.
Nevertheless, one bright spot to
consider is that, as in the period of
uncertainty caused by Brexit, the
residential property market proved to be
pretty resilient despite the current crisis.
Prices did not fall (although some might
argue ‘not yet’) and rental demand
remained strong and is expected to
continue to do so.
Importantly, the vast majority of
landlords still received their rental income
and this is unlikely to change.
All property markets are cyclical and it is a
case of when, and not if, there is a
correction.
Will that happen this year? Analysts and
commentators can’t agree - wasn’t it ever
thus?
I personally doubt it, and even if
should not be severe. Inflation
friend of property price rises)
housing shortage will see
Ah, crystal ball gazing again!
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8% is too good to be true
I recently received a spam email inviting me
to buy an off plan, bulk standard apartment
in the north of England. The headline was
‘8% net guaranteed for three years’.
I know that as I have become older, I have
become more cynical about eye catching
headlines promising the earth.
I also know through experience that based
on market rents and all the relevant
costs the net yield will not be 8%.
To achieve anything like that in the
residential sector you need to invest in a
niche market, such as a multi tenanted HMO
- you won’t get it in a bulk standard two
bedroom apartment in a city centre.
Quite honestly, if you could, every developer
would be developing them and offering the
same guarantee - us included.
I once read a statement which said ‘We
suffer because we know the facts’.
Knowing the true facts should prevent you
from making favourable or self-serving
statements or promises that are incorrect or
just downright false. That is the theory
anyway.
If you don’t know the true facts, don’t make
the statement. Guessing rarely works out
well and as for telling lies…..
Why am I mentioning this? ‘If it sounds too
good to be true, it probably is’ springs to
mind.
High returns can be very appealing, but they
have to be achievable in the sector if it is not
to end in disappointment and recriminations.
Make sure the facts stand up and remember,
caveat emptor.
Tony Davies
Founder and Managing Director
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Our new acol co-living/hmo brochure for 2021 is now available.

The following is
our MD’s forward/introduction - if you would like to receive a brochure please contact us.

Forward
One of the advantages of having been in operation for over twenty five years is that we
have got to know what our clients are looking for in terms of their property needs.
When we first started out most were focusing on capital growth with the mortgage payments being covered by the
rental income. They didn't see the need for a secure income stream other than to pay the mortgage.
Over the years we have all grown older, and some might say wiser. Most of
our clients have become much more conscious of the need to preserve their
capital. They also appreciate that capital growth is speculative and that
rental income is far less so and is much more predictable and stable.

Investment levels from
£50,000 to £5m

Whether you are thinking of retiring in the not too distant future, or just want
to see money go into your bank account every month, the right property may
be the ideal investment for you. Importantly, it has to be the right property in
the right location.

A guaranteed rental option

Real net rental yields after
all costs of around 7.5% p.a.

Unfortunately, whilst a heavily geared property or a London apartment with a net yield of 1% to 3% may be good for
capital growth, neither will show a great rental income. For that you need to look elsewhere and identify where there
is strong rental demand and attractive yields on offer.
As our existing clients know, in addition to Hong Kong, we had an office in London from the mid 1990s until two years
ago. We couldn’t find higher income opportunities there for our clients so we looked to the north of England where
yields are higher. It quickly became apparent there was an opportunity there in the co-living/hmo (Houses in
Multiple Occupation) sector.
After spending more and more time ‘up north’ working on our acol co-living/
hmo projects we relocated our office there in 2019. After twenty eight years
in Hong Kong and four years in London it was a certainly a change of pace,
although I am glad we made the move and it is now our long-term home (said
as a true Welshman!).
Our acol projects will not suit every investor, for example, those seeking
higher risk/higher reward capital growth opportunities.
They are not
speculative in nature and are suitable for investors who want an attractive
and secure net rental income and capital growth in line with the sector/
market.
We have been developers for over twenty years and have completed multiple projects. As developers we offer a full
service from purchase through to letting/management and eventual resale. Many of our clients are repeat investors
and most are based in Hong Kong and other parts of Asia. From the outset our service has been tailored
for overseas investors and is ideal for those who want a trouble-free, hands-off investment. You can find out more
about us at our website www.stdavidgroup.com.
St David is a very personalized business where we build long-term relationships with our clients. We never forget
that it takes a long time to build reputations and relationships and only a single act or omission to destroy them.
We firmly believe in ‘delivering the promise’ - it has served us well so far and will continue to do so in the future.
Finally, many thanks for taking the time to consider our acol projects. We hope you will join us on the journey.

HOT

and market updates

OFF
THE
PRESS

In December there was a rise of 51% in the volume of prime London
properties on the market compared with the same time last year.
Cashing out or jumping ship?

4% of people in the process of
buying or selling a property have put
their transaction on hold until the
current lockdown has ended.
So much for the lockdown affecting
sales
There are over 2,800 residential
mortgage products on the market.
If you need a mortgage, contact us
for a referral to a suitable broker

Barratt, one the UK’s
leading housebuilders,
has said that it had sold a
record number of homes
in the six months to
31st December. It sold
13,588 during this period.
No shortage of demand
thanks to the stamp duty
holiday and help-to-buy
scheme

Rents are falling in major cities as a result of Coronavirus, which has caused demand
from overseas workers, students and corporate travelers to plummet.
The falls are most pronounced in London where, according to Zoopla, they have
fallen 6.9%. The boroughs in which they did not fall are all at the capitol’s
periphery.
In a number of city centers there has been a boost in supply in recent years as developers have jumped in and
developed multiple apartment blocks and this has further dampened demand.
Rents have continued to grow in Leeds and Manchester, but dipped into negative territory in October.
Average rents are growing at 2% p.a. excluding London. Landlords in outer city suburbs and towns have benefitted as
tenants have a relatively limited selection of properties to choose from, with many private landlords having left the
market in recent years due to increases in stamp duty and the reduction in tax relief for buy-to-let landlords.
Zoopla reports that the number of private landlords buying properties to rent is less than half the level it was in 2015.

Opportunity

Majestic Court in Stoke-on-Trent comprises
twenty eight self contained studio apartments.
We totally refurbished the property five years ago
and have since been managing the apartments.
The property is superbly located, being adjacent to
shops, restaurants etc. and within 0.5km of
Staffordshire University and the railway station.
The studios rent easily with minimum void periods
and have shown a real 5% - 6% p.a. net after all
costs.
We have several apartments available and we
have no hesitation in recommending them as great
investments. Prices start from £59,950.
For further information please contact us.

Universal Credit/Housing Benefit applicants

Comment

With the ongoing shortage of housing in the UK, rising rents and the current crisis,
recipients of government rental assistance are finding it increasingly difficult, if not
impossible, to find affordable accommodation.
Most landlords flatly refuse to accept Universal Credit or Housing Benefit
recipients and publicise this in their marketing material. The result is a huge
demand for basic accommodation from government dependant applicants.

Frequently asked
questions
Q. You have been operating
a long time but I have never
seen you advertise and you
seem to keep a low profile,
why is that?
A. Virtually all our clients
come from referrals from
existing clients so we have
never had to resort to
advertising
or
spam
campaigns.
As for exhibitions, we don’t
develop large apartment
blocks that need multiple
buyers.
S t D a vi d is a
personalized business,
around a small core
supported by some
people.
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built
team
great

Of course, we are always
looking to expand, but we
realize we can’t be all things
to all people. We focus on
what we are good at in a
market we know. It works to
the benefit of our clients and
us.
Q. In the current crisis how
many tenants are in rent
arrears?
A. It is estimated it is around
7% of the total rental market.

When government introduced the Universal Credit scheme it wanted to empower
recipients to handle their own financial affairs. This meant that it paid rental
assistance direct to the recipient and he or she would pay it to the landlord. They
could allow the direct payment to the landlord, but could stop it at any time and
receive the payment themselves.
Some recipients, whether due to the Covid crisis or not, are now not paying their
rent and are using the money for other needs. With the government’s moratorium
on evictions for non payment of rent unless the tenant is at least six months in
arrears, there is little a landlord can do other than wait out the period and then go
through the eviction process.
Most landlords have decided not to take the risk
and the result is that many honourable
Universal Credit/Housing Benefit recipients are
being frozen out of the market.
Recipients/tenants may argue, quite correctly in
many cases, that their allowance isn’t enough to
support themselves and pay their rent.
With the funds they have available buying food
and other necessities is more important than
honoring a rental agreement.
Landlords may argue that is not their responsibility to provide free housing - they
have their own financial worries in these troubled times and need their rental
income. If the benefit is being paid as rental assistance then it should be used for
that only and direct payment to the landlord is the only way this is enforceable.
If other assistance is being received then it may be paid direct to the recipient.
Self empowerment is an admirable aim, but the system was never going to work in
the real world. Government assistance is meagre and even in the good times of
pre-Covid the system worked poorly with some tenants deciding to spend their
rental assistance on other needs. During the current crisis the system has utterly
failed both recipients and landlords.
Rightly or wrongly, direct payment to the landlord would encourage more of them
to rent to benefit recipients. The current system actively discourages them to do
so and is creating an even greater housing shortage and long term problem for
society.

Q. Are you still able to do
viewings at the moment?

The current plight of the homeless and those in need of urgent housing assistance
is a blight on our society. Unfortunately, both sides of the political divide have no
real solution, despite promises at every general election that they have.

A. Yes, we are. The north
west is predominantly in Tier
4, but this does not prevent
tenant viewings as long as
social distancing rules etc.
are followed.

The reality is that, whether you agree with direct payments or not, the current
system is not working for the long-term benefit of the people it is designed to help.
Direct payments is a good first step, but until the whole system of rental
assistance is changed and the housing shortage is addressed the problem will
only grow.

Beware of dangerous cladding
It is affecting sales and lives
Numerous owners in the UK cannot sell their
apartments due to concerns relating to the
cladding on their buildings. It appears approx 200
high rise apartments are clad in flammable materials,
leaving up to 1.3m homes unmortgageable.
The number of apartment sales fell by about 5,600,
or 48%, in September, down from 11,500
transactions during the same month in 2019.
Transactions for apartments fell at almost twice the
rate of those for houses, suggesting the cause is not
the pandemic, according to the Leasehold
Knowledge Partnership charity.
The cost of rectifying existing cladding for an
apartment is typically £30,000, although this figure
can be much higher. Some government assistance is
available, but the subsidy scheme has been highly
criticized as inadequate and opaque with claimants
being ’gagged’ over making adverse public
comments.

The average price of a house in December was £253,374, up
0.2% compared with November.

Additionally, it has been claimed that over the past
two years over £500m has been spent on building
apartments with potentially dangerous cladding.
This is despite the lessons learnt from the Grenfell
disaster.
This has all the hallmarks of a major problem for the
industry and investors and importantly, a huge
safety risk for occupiers of affected apartments.
If you own an apartment, takes steps to ensure your
building is not at risk.

Thought of the month
I have noticed recently that when I am dealing with
obnoxious people the only part of my body that
works is my middle finger... is it an age thing?
Our MD has delayed his
return to HK/BKK until
the current Covid-19
travel restrictions have
eased

Until then, if you would
like to discuss our
projects and
services please
contact us
info@stdavidgroup.com
www.stdavidgroup.com

Something lighter
Adam Derbyshire has recently joined our
property management team.
Adam has previously worked in senior
management and administrative positions
and will work closely with Gina to ensure
the smooth management of our clients’
properties.
Welcome aboard Adam.

