Views from the rooftop
Property investment
in the United Kingdom
The budget and price forecasts
The recent budget seems to have
bolstered the prospects for the residential
sector, at least according to most agents.
The news that the stamp duty holiday is
being extended until the 30th June and the
government plans to introduce guarantees
for 95% mortgages has certainly improved
market sentiment.
Savills, one of the UK’s leading up-market
agents, has upgraded its 2021 forecast from
0% to 4% and is now forecasting growth of
21.1% for the five years to the end of 2025.
The firm also expects transactions to
increase from 1.05m to 1.4m this year,
reflecting strong ongoing demand from
buyers.
The firm believes the market with the highest
growth rate will be the north west of the
country (Liverpool-Greater Manchester) at
over 25% for the five year period.
The lowest is expected to be London with
less than 15% over the same period.
Savills operates in London and the
south-east of the country so one could argue
that its projection merits consideration. It is
hardly trying to talk up the prospect for the
market it operates in.
The firm did however, also advise that in the
high end housing sector, the strongest price
growth would be within prime central
London. Well, perhaps that projection does
favour them…….
We have always said that price forecasting
is crystal ball gazing as so many things can
change over the short term, let alone the
medium term.
We stand by that position, even though we
agree with Savills’ view of things.
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15% p.a., Christmas hampers…..
We keep commenting that the headline
statements and figures used by some agents
and vendors to lure unsuspecting buyers are
often misleading and occasionally totally
false.
This month’s moan is about net rental yields
for the HMO sector. Several times in the
past week I have been asked by people why
our net yields after all costs are around 8%
p.a. when they have been told by other
parties they can get 12% - 15% p.a.
The reality is that if ALL the costs are
included, and the Landlord maintains the
property correctly for the tenants, the net
yield will not be 12% plus.
Nevertheless, when it comes to
competing with other developers/agents and
headlines and promises, we have decided to
fight fire with fire.
From now we are going to say 15% p.a. and
also say that we offer free Christmas
hampers, membership of the Risque
Gentlemen Only Club, along with…… Okay,
perhaps not.
The problem is that it is easy to promise
things, much more difficult to deliver them.
As with any business, there Are always
enough issues to deal with without adding to
them by making false promises and having
to deal with the consequences afterwards.
Some would argue I should stop moaning
and not mention this. Unfortunately, as I
have got older I can’t resist having the
occasional rant, but I promise this will be the
last for this year (well, for a few months
anyway).
Tony Davies
Founder and Managing Director
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The rental market is picking up
The average number of new
prospective tenants per letting
agency branch in January was 81, a
rise of 27% from the previous month.
Source; ARLA

and market updates
London rents

A gap of £35,485,000

There was a 43% drop in demand
for rented properties in London
last year as appetite for
commuter-belt areas soared.
Source; SpareRoom

The gap between the most expensive
property sold in London (£35,500,000)
and the least expensive sold in
Sunderland
(£15,000).
Source; Ashtons

Sometimes you have to go off the beaten track
Welsh property prices rose by 10.7% last year, marking the fastest house
price growth of anywhere in the UK Source; Office for National Statistics

Confidence is up

A sign of things to come for the retail sector?

Almost 80% of property participants
in a recent property survey felt more
confident about the sector’s future
than they did three months ago
Source; Property Week

Hammerson, a large developer, has submitted plans to Leicester City
Council to redevelop the former Debenhams store in Highcross into
housing. If approved the former store will be transformed into 300 homes.
Source; Property Week

There has to be a better way to buy and sell a property

Comment

It has long been accepted that the current system of
conveyancing is antiquated and needs revamping.

The seller would also pay a penalty if they failed to
complete the sale.

The Home Owners Alliance has recently highlighted the
problem by advising that almost a third of property sales
fail to reach exchange of contracts or completion.

To protect the interests of the buyer, it would be an
offence for the seller to knowingly provide false or
misleading information.

In the first two months of this year that amounted to
more than 56,000 sales at an average cost of nearly
£3,000 in aborted legal and surveying fees.

Sales are currently, on average, taking up to twenty two
weeks to complete. Part of the problem is that only after
an offer has been accepted do the solicitors in many
cases take an active role.

Under the current system, until contracts are exchanged
both the buyer and seller can pull out with no financial
penalty other than abortive legal and survey fees.
A fairer and more transparent system would be to legally
require all sellers to provide essential information as part
of an ‘offer and acceptance’ document presented at the
outset to prospective buyers.
The buyer should do his own due diligence beforehand
and not in the period, with no financial risk in the form of
losing a deposit, waiting for receipt of a contract .
When both parties sign the document there would be a
binding sale/purchase agreement, unless there was a
condition of the offer with appropriate deadlines that the
seller was prepared to accept.
Importantly, the buyer would pay a substantial deposit
which they would forfeit if they withdrew from the
purchase.

With the above system
and an updated on-line
search service this period
could be substantially
reduced.
A form of immediate ’offer
and acceptance’ exists at
many property exhibitions where the buyer exchanges
contracts on the day. Unfortunately, this is not the case
with purchases in the UK.
Of course, the ‘devil is in the detail’ and a lot more
thought needs to be given to ensure the above proposal
works for all parties.
However, an ‘offer and acceptance’ system works well in
other jurisdictions and there is no reason it would not
work in the UK. It would simplify and speed up the
process and is long over due.

Our latest acol property is now available.
If this is of interest please contact us.

As we meet prospective clients we are often asked questions, the answers to
which may help other people. We hope you find the following helpful.
Q. Will the recent budget have any adverse effect on me as an overseas buyer?

Frequently asked
questions

A
No, it won’t. The stamp duty holiday for buyers was extended and as an
overseas buyer you will typically pay 3% on a buy to let property up to £500,000
until the 30th June. There is also an additional 2% from 1st April, as a
non-resident surcharge which was previously announced.
Q. Can I chose the furniture and colour scheme for a property I buy from you?

A. Yes you can, although if we are to be the Master Tenant we would have to agree to the furniture and décor.
We will be liable for paying you the rental income irrespective of whether tenants like your choices so naturally we
would want input into the final design.
Q. Will you charge me a fee for finding new tenants as some agents charge high letting fees?
A. No we won’t. The purchase price includes the first three years letting and management fees. The costs of finding
tenants and managing the property are our responsibility and not yours. It is our way of demonstrating commitment to
managing the property and helps us establish long term relationships with our clients. As developers, we have always
viewed our letting and management operation as a service for our clients rather than a direct profit centre. Our aim is
to maximise the net rental income and have happy clients who invest again and refer friends and colleagues to us.

If you want to invest in London, why settle for a lower yield?
Many investors prefer to focus on the London market, despite the current drop in rental
demand for properties in zones 1 - 2. The current historically high property prices and
lower rents means that net yields have fallen dramatically in recent years.
On current prices, net yields after all costs are typically 1% - 2% at best. Capital growth is
in London is likely to be less than other parts of the UK, so the attraction of buying a bulk
standard two bedroom apartment in the capitol has waned for many investors.
Fortunately, that doesn’t mean there aren’t some great opportunities in London.
Whilst rental demand has fallen in central London, in many areas of zones 3-6 it has
remained strong. With London’s superb transport system, commuting to most parts of the
capital is relatively easy and many tenants seek to live in outer suburbs where rents are
more affordable.
Nevertheless, irrespective of where a property is located in London, affordability is a key
issue for most tenants with many single people having to share properties more suited to
couples and families.
The co-living/hmo sector in London offers quality, suitable properties with much higher
net rental yields. Conveniently located houses that can accommodate multiple tenants
can show yields of 5% p.a. plus, net of all costs. Why settle for less when there is strong
rental demand and attractive yields on offer in the HMO sector?
We have been active in the London market for over twenty five years and know and
understand the market there. We have been involved in multiple development/
refurbishment projects and have managed a portfolio of London residential properties
since 1997. If you want to invest in London and want to enjoy a higher, secure rental yield
please contact us.

HMOs
in London
£500,000 plus
Net yields of
5% plus
Houses and small
office blocks start at
£500,000
Larger office
conversions
containing
predominantly selfcontained units
with an investment
level up to £10m

* hmo ; Houses in Multiple Occupation
Individual rooms (en-suited and non en-suited)
with shared communal facilities

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

Something lighter

Thought of the month

Welcome to the team
W e ar e p le as ed t o we lc om e
Jim Chappell as our new Construction
Manager.
Jim is a Quantity Surveyor with over
40 years experience.
His main
responsibilities will be estimating,
programming and cost control of our
construction/refurbishment projects.
He will be working closely with Dan, our Head of Development and Simon,
our Project Manager.
Welcome aboard Jim. We are all looking forward to working with you.

Did you know?
The man in the Opportunity Knocks photo is Hughie Green, presenter of
the UK’s most successful talent—spotting show (1956—1977).
Some of us can remember watching it.

As we gradually
expand
our
operation
we
keep reminding
ourselves;
If we hire people who are smaller
than us we will become a
company of dwarfs.
If we hire people who are bigger
than us we will become a
company of giants.

Our MD has delayed his return to HK/BKK
until the current Covid-19 travel restrictions

If you would like to
discuss our projects and
services in the meantime
please contact us

info@stdavidgroup.com
www.stdavidgroup.com
www.facebook.com/
StDavidGroup

For many years we have worked with a
number of reputable intermediaries and
referral partners.
The relationships are based on mutual
respect and trust and we value the support
we have received over the years.
We are continuing to expand our operation
and if you are interested in helping us in
Asia, the Middle East or elsewhere please
contact us.

