Views from the rooftop
Property investment
in the United Kingdom
Why we don’t use agents
to present our opportunities

Cars and motor bikes
Both are forms of transport, but…..

We are often asked why we don’t use outside
agents/advisers to sell our properties. After
all, we are developers and advisers so it
would appear logical to employ such people
to help us expand our sales.

Okay, the headline is a little obtuse, but
please read on and it should make sense.

We have learnt over the years that if we want
happy and satisfied clients all we have to do
is deliver what we have promised. It means
we don’t have to take risks in an attempt to
exceed their expectations.
We have also learnt that we have to live with
statements we have made, including those
made by outside parties long after they have
departed the scene.
Unfortunately, some commissioned sales
people have been known to embellish the
facts to help make a sale and others simply
do not take the time to learn the intricacies of
the product resulting in the client’s false
expectations and possible disappointment.
We are proud to work with a limited number
of highly ethical intermediaries and
associates. They refer clients to us and we
do the presentations. It works to the benefit
of all parties.
Importantly, it allows us to pass on to the
client our knowledge and experience gained
over twenty five years in the property market.
It also avoids any misunderstandings and
holds us directly accountable for the
statements we have made and upon which
the client has based his/her decision.
Of course, it means more work and time
commitment for us, but given our structure
and size of operation it works well.
In the long term, organisations live and die by
the statements they make.
We think our approach helps ensure we will
be around for the long term. So far, so good.
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HMOs (Houses in Multiple Occupation) are
typically converted houses with the
same external appearance as a single
family home.
Both HMOs and family houses are homes
for people, in the same way cars and motor
bikes are forms of transport.
The cost of redesigning and refurbishing the
property and importantly, ensuring it
complies with Fire and Building Regulations
means a HMO costs more than a family
home - in the same way cars are different
to motor bikes and cost more.
When buying a car, most people compare
the asking price with other similar cars (and
not motor bikes). The same principle applies
to HMOs.
You can often buy a family house in the
same street for less money than a HMO.
The problem is you can’t legally use it as a
HMO with its great rental return without
spending the extra money to redesign it etc.
HMOs are a specific type of property that
cost more and are bought and sold on a
yield basis, i.e. the return/rental income they
achieve as a percentage of their investment.
The price and yield should be compared with
other similar HMOs that have been
refurbished to the same standard. It should
not be compared with standard family
homes.
Simply put, when it comes to price and yield,
you have to compare ‘apples with apples’.
Tony Davies
Managing Director
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and market updates
Prices rises

Average house price

Nationwide BS has reported that in
February the annual rate of house
price growth was 6.9%.

Halifax Bank has reported that the
average home now costs £254,606.

Shortage of properties

Bidding wars

The National Association of Estate
Agents has advised that there were
388 registered buyers at each branch
yet only 34 properties were available
per branch.

Countrywide, the estate agency
which has more than 600 branches
in the UK, has reported a record
number of bidding wars breaking out
in the residential sector.

House prices and average salaries
According to Schroders, the average
London house costs more than 11
times the average London salary.
In the Midlands the average is about
6.5 times, whereas in Yorkshire it falls
to between 5.5 and 6 times.
London activity picking up
Chestertons estate agency has
reported that it saw a 57% increase in
the number of people looking for
property and a 21% increase in
tenants looking to move in March
compared to February
Prime property

In the first quarter of the year 36% of
sales it made received bids from
three or more people. 18% of sales
received offers from five or more
people.

Going for more than asking price
According to Hamptons the estate
agents, 28% of homes were sold for
more than their initial asking price in
the first quarter of this year.
Too many sales fall through
Quick Move Now has reported that
32% of sales in the first quarter fell
through, with buyers pulling out after
changing their minds and because
of caution of lenders.

Buying more land for development
Bellway has spent £450 million in six months in a record expansion of its
land bank. Jason Honeyman, chief executive, said it showed the company’s
positive outlook for the “short and medium term” and underlines its
confidence in Britain’s housing market.
Bellway is in the top five housebuilders by market value and sold a record
5,656 homes in the first half, up 6.3% on the previous year. It expects to
complete the sale of about 10,000 in the full year, up from 7,522 a year
earlier.

Sales of the most expensive homes in London are booming as rich British-based buyers step
in to fill the void left by international investors hampered by travel restrictions.
Despite the pandemic, more residential super-prime sales above £7 million took place in
London last year than in any other global market, according to the estate agency Knight
Frank. Some £2.7 billion worth of property in the capital was bought and sold at this level,
outpacing New York or Hong Kong.
A total of 201 homes sold for more than £7 million in London last year. This compares with
195 for this value in 2019, the estate agency reported.

The government has not yet set a date for when the recently extended notice periods for
Section 21 and Section 8 eviction notices will return to normal. However, it has confirmed that
nothing will be announced until at least June of this year.
The National Residential Landlord’s Association has called for clarity on the matter, whereas
tenancy advocacy groups are keen for the government to extend the notice periods for as long
as the crisis impacts on tenants.

The rental news

The courts are already dealing with a considerable backlog of eviction notices.
The government appears unlikely to provide further funding to reduce this and it is inevitable
that any extension will further add to the delay.

Is the housing market too big to fail?

Comment

It pays to be a little cynical when it comes to positive comments about
the state of a market. This is especially the case when they come from
parties with vested interests.
Nevertheless, it is worth considering comments that have recently been
made by ‘informed people’ regarding the residential sector.
According to one of the country’s biggest housebuilders, The Vistry
Group, the housing market is too big to fail.
It’s CEO, Mr. Greg Fitzgerald, has recently said that the government is
clearly intent on supporting the sector through the current crisis. This is
likely to continue after the crisis and will boost the market further.
He argues this is evident by the further extension of the stamp duty
holiday and the mortgage guarantee scheme which will support
deposits of as little as 5%.
As he put it, “The pandemic has created a market. The Divorce rate is
up, people are thinking ’do I want to live in a high rise, do I need an
office?..... I said at the end of our board meeting in March 2020, who is
going to buy a house with all this going on? It turned out to be a case of
who isn’t?”
His opinion is supported by property analyst Neal Hudson who said
“The housing market is so central to our economy, consumer
spending, to our personal sense of worth in some cases. A house price
crash for any government, particularly a Conservative government,
would be politically very challenging.”
The market is certainly healthy at the moment. Demand is strong, there is a huge shortage of properties and prices
are rising. Inflation (always a great friend when it comes to house prices) is a very real danger and interest rates are
unlikely to sky rocket any time soon. It could easily be argued that the good times are set to continue for some time
yet and the government will make every effort to ensure this.
However, a word of caution! Irrespective of whether it is politically challenging, history has shown us that markets do
not always act rationally and corrections occur despite the best efforts of governments and central banks.
Importantly, whilst the government has not been fully supportive of the buy-to-let sector in terms of its tax regime, it is
at least taking, and should continue to take, steps to avoid a property crash. With its support and the ongoing
housing shortage the likely outcome over the medium term is a softening of prices and a period of stagnation.
Of course, there is always the approach of ‘If prices go up 20% and then
fall by 10% then it doesn’t matter if you bought at the right time - you
are still 10% ahead’.
The bull run will inevitably end at some point. The question is whether,
despite upturns and downturns, the increase in value over the medium
to long term meets your requirements. Any increase or decrease in
value during the investment period is notional until the property is sold.
Regardless of the vagaries of capital growth, if your aim is an attractive,
secure and trouble-free rental income and the property is producing this,
why sell? Seeing money go into your bank account every month is
unlikely to lose its appeal any time soon.
Please feel free to email us with your feedback on our ’comment’ articles
as well as overall content and format of this newsletter.

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. Why do you rent out your acol co-living/hmo properties fully furnished and what
furniture items do you include in the purchase price?
A. HMO occupants are often looking for accommodation of twelve months or so
rather than a long term rental home. A fully set up room and kitchen appeals more
than where they have to buy furniture and kitchen utensils etc.

Frequently asked
questions

As you might expect, first impressions count - great looking rooms rent out more
quickly and at higher rents than inferior looking rooms. They also attract better quality tenants who are more likely to look after the property.
For the reasons above, it makes financial sense to provide the right furniture package
if you want to maximize your rental income.
Kitchen and dining area
Dining Table with 4 chairs ; Four ring hob and oven ; Microwave ; 18 piece serving
plate set ; 3-piece kitchen utensil ; 16-piece cutlery set ; 5-piece cookware set ; Kettle ;
Toaster ; Vacuum cleaner ; Chopping board ; Notice board ; Oven glove ; Trivet ;
Glasses - four ; Coffee mugs - four ; Tea towel - two ; Mop and bucket ; Bin ;
Picture ; Plant ; Radiator
Each room
Double bed & Mattress ; Side table ; Table lamp ; Computer desk ; Chair ; Chest of
drawers ; Wall-mounted clothes hanger ; Full size mirror ; Wall mounted pictures four ; Plants / flower pots - two ; Pillows and pillow cases - two ; Cushions - two;
Duvets and covers - one set ; Fitted sheet ; bed runner ; Ceiling lamp shade ; Blind ;

Industrial/manufacturing/
distribution centers
HMOs enjoy strong rental demand when
located in blue collar, working class areas close to the
above industries. These can be found throughout the north
west, which has an abundance of blue collar workers in
these industries.
HMOs are particularly in demand in industrial towns such
as Oldham, Rochdale, Wigan, St Helens, Birkenhead,
Halifax and many others.
Most tenants are locally employed in these towns,
although some commute to Liverpool and Manchester city
centers and surrounding suburbs.
More expensive residential areas, such as Manchester city
centre, may attract more affluent tenants but will not show
the same net yield as the areas indicated.
From an investment point of view, the issue is not whether
the property and location appeals to the landlord as a
place to live.
It is whether the property and location appeals to tenants
and whether there is optimum demand to produce a great
rental return.

Coming up
It is not a location that
many overseas investors
will be familiar with, but
Halifax is an ideal acol
co-living/hmo location.
The town is 17 miles from Leeds and 30 miles from
Manchester. It has an
urban population of
82,500 and a borough
population of 190,000.
It is an industrial town
with a proud history in
the textile industry and
is also now a leading
distribution/service centre.
We are developing a town centre eight room (all
en-suited) acol there which will produce a real
net yield after all costs of 7.5% plus p.a.
We also have several smaller acols coming up in
Greater Manchester and Merseyside.
For more information please contact us at ;
Info@stdavidgroup.com

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
Our office team recently held a ‘Bling/bright clothes’
competition to celebrate TGIF.

Something lighter

Denessa (with the shoes) won, although the MD
thinks it was because she brought in homemade
muffins for everyone. He is demanding a recount
citing voter corruption and bribery!

If you want a
more expensive
property I can
show you this
again next
week

Thought
of
the
month

Welcome to
the team

As you get older,
40 is the new 30,
50 is new 40
and so on…..
It also means that 9pm
is the new midnight

Elizabeth
Matthews
“I joined the property management team recently
having worked as a PA, as well as previously
worked in retail as a store manager.
I am looking forward to taking on this exciting
new role and hit the ground running to ensure a
smooth consistent hand over with our landlords
and tenants.
My hobbies include cooking and baking the
occasional (!) treat, going shopping and
socialising with friends and lastly, reading when
time allows.

Our MD has
delayed his
return to HK/
BKK until the
current Covid19 travel
If you would like to discuss
restrictions
our projects and services
have eased
in the meantime please
contact us

Ps Everyone calls me Liz.”
info@stdavidgroup.com
www.stdavidgroup.com
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