BUY-TO-LET GUIDE
Investor’s Guide to Successful
Property Investment

Investor's note

After the political roller coaster of the past few years
with Brexit uncertainty, changes in tax legislation, a
2017 election that resulted in a hung parliament, the
UK real estate market has been largely unaffected, and
continues to be one of the most safe and stable
property markets in the world.

Regardless of the political landscape, there are plenty of
options for potential investors in a market that is
largely geared towards buyers. A high demand for
property in the UK, coupled with a very low level of
supply, and rising number of investors, has the housing
market looking particularly steady and even projected
for growth in 2019.
A post-Brexit Britain may be unsettling for some, but
it doesn’t mean that Britain will lose its status as the
6th largest global economic power.

"Smooth sailing."

Natex Student Residences, Liverpool
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MARKET OUTLOOK
Part 1

Price growth
The average house price, as well as the cost of
renting, has enjoyed a steady increase in the UK
consistently for many years, especially throughout
the last two years, with the exception of London,

where rent prices and those of residential properties
have fallen for the first time in years. Even with this
exception, the UK has still seen significant growth in
regional areas of the UK, with the average house
price is now standing at £243,639, an increase of
£8,616 on 2017 figures*.

Tameway Plaza Residental Investment, Walsall

*April 2017 - April 2018
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WHERE TO INVEST

Changes in Budget
Changes in the government’s budget have allowed for further growth in the market, and keeps the potential of
further growth a possibility, Brexit or no Brexit. One of the most popular and attainable investment assetclasses remains to be the buy-to-let sector, which increasing numbers of investors have been gravitating
towards in the past few years, due to the ability to leverage, generate passive income, and have money locked
into a safe and tangible asset versus the likes of the stocks and shares, which are typically seen as a much
higher risk investment. Buy-to-let is not only popular amongst UK investors, but large numbers of international
investors who see the UK as a safe haven for their funds.

Excelsior Works Castlefield, Manchester

The abolishment of stamp duty land tax for first-time buyers on properties up to £300,000 (£500,000 in
London) has allowed first-time buyers to breathe a bit easier, making it more attainable for them to obtain
their first home. In most cases, the new law allows buyers to save as much as £5,000 in stamp duty when
purchasing their first property.
Economists estimate, however, that current homeowners and investors stand to benefit the most from this
legislative change.
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Part 2

Manchester

Birmingham

With London uncharacteristically out of the running for best region to invest in currently, some northwestern
areas of the UK stand to become more financially beneficial to invest, with some of the highest rental returns in
the country and serious projected growth for the future.
One of the most active housing markets lies in Manchester. A flourishing economy and attractive draw for investors
has made Manchester one of the most sought-after regions to buy and invest in recently. Economically, Manchester
has seen more consistent growth than it’s competition and doesn’t seem to be slowing down any time soon. Now
home to 80 of the FTSE 100 companies, and and city centre population growth expected to rise by well over 100,000
in the next 6 years make Manchester the fastest growing city in the UK both in terms of population and economy.

Our Number 2 location for where to invest in 2019 is Birmingham which has undergone a major
transformation in recent years, attracting the likes of HSBC, Deutsche Bank, and PwC to set up major offices
there, generating thousands of new jobs. It’s proximity to other major cities like Manchester, Leicester, and
London which will be under one hour away by train once the HS2 line is completed, and an international
airport just 20 minutes away from the city center, ensures the rate of growth will not be slowing down
anytime soon.

The demand for property in Manchester is significant, with it’s cultural and economic draw bringing those from
all over the UK and overseas, it stands to be the most advantageous UK city to invest in real estate currently.

ONE BHM, Birmingham

Development Region Skyline, Manchester
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With average prices slightly lower than Manchester, it could be argued that there are greater opportunities here.
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HOW TO BUILD AND
GROW YOUR PORTFOLIO

Success in the real estate
market is achievable...

Part 3

...but is far from a given. What’s more, building a
successful property portfolio is no easy task. It takes
vigorous planning to achieve a long-term revenue
stream and continued success as a property owner.
Once a building is purchased, there should be
attainable goals set first.

Once one property is a success, an investor can
move on to their next goal of buying more
property and improving and expanding their
business. A full and successful portfolio will set
the tone for continued success, and all the
planning will be well worth it if done properly.

Excelsior Works Castlefield, Manchester
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WHAT TO AVOID

How to grow?

Part 4

When a property investor sets out to make a profit,
they will need to know what area is most
advantageous to their continued success, i.e. buy in an
up and coming neighborhood or a region that likely
guarantees a return on investment. Real estate
investments especially call for a realistic vision of the
property’s future to make sure that there is enough
capital and profit to work with later.

If appreciation isn’t the only goal, however, an
investor will want to ensure that the property will
garner sustainable income from continued rental.
Both goals are indeed attainable; an investor will
need to set realistic goals to achieve them.

Once a property is bought in the area of the investor’s
choosing, rented to the desired tenants, and a property
manager is hired, the real work for the investor will
start. Depending on the overall goals, the property
owner will need to keep a close eye on the ROI and KPI
aka their key metrics to deduce what their projected
cash flow will be.

The cash flow numbers are essential to the portfolio
in that mortgage payments will need to be considered
as well as other expenditures that could affect the
profit margin of the building’s income. Staying on
top of key numbers will guarantee few oversights
and combat against negative outcomes.

Although there could be a property manager to help
tenants with their day to day functioning, the property
owner should also know what their tenants expect in
addition to what they expect from the tenant.

With more long-term tenants, comes more assured
revenue. Long-term renters also eliminate the number
of vacancies, which can negatively affect profits.
Aside from the business, any good businessperson
knows that keeping their clients happy is a tactic in
continued success for both parties.

Satisfying tenants is key in keeping them as renters,
thus a vital part of the property business.

While a successful first few months or first year can have an investor anxious to begin another project, it’s
most advantageous to carefully analyze any more investments until the first is a success. Having too much
to take care of will bring the focus off the initial plan, and could end badly.
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Which cities to avoid investing in?
Throughout 2017 - 2018 some regions of the UK saw a drop in property values, whilst many others remained
steady and grew. Some speculators think the drop is due to previously inflated prices, others due to
uncertainty over the market’s future due to post-Brexit speculation. The reality is there’s no concrete reason,
but not all hope is lost with regards to investment in the UK’s real estate sector, though investors should tread
lightly in some regions.

No matter where you are investing, property should always be considered as a long term investment,
however we have highlighted a few locations we would personally avoid investing in currently, even though
they are nice areas, they may not be the best from an investment point of view.

Which cities to avoid investing in?

The parish of Alton, Hampshire saw a £10,900
decrease in value in 2017 and an overall
decrease in value of 2.17%. This region is most
famous for being the home of the British
literary heroine, Jane Austen. Not even
tourism could stimulate the market it seems.

Another somewhat historical region with an
English literary connection is Alnwick,
whom’s castle was used as a model for
Hogwarts castle in the Harry Potter series.
Despite that cultural draw, housing prices still
dropped significantly by a 2.4% margin in
value.
Alnwick Castle, Northumberland
London Skyline, London

Surprisingly, London saw decreases in rental and
private residential prices steadily since 2017. Once
the most sought out region in all of the UK for
housing, financial, and cultural investments,
London’s future is unclear with the impending
Brexit deal. London’s reputation as a global power
has been in question, owing to the decrease in
residential investment.

Specifically, the London neighborhood of Isleworth
saw a decrease in value of £9,580 or 1.9%.
Northwood, another neighborhood, did a little
better, but not by much. The value of housing in the
area decreased by 1.8% or £16,227. According to
projections, London’s Northern neighborhoods
stand to do the worst, and the Eastern
neighborhoods the best.

Despite it’s prestigious reputation, Cambridge also
saw a decrease in housing value in the last couple of
years. Especially in its buy-to-let market, Cambridge
did not stand out amongst its competitors, no matter
how many university students the city boasted.

Cambridge saw it’s rental yield return decrease to 2.7%,
a historic low for the city. In comparison, Oxford’s
rental yield return was reported at 3.9%. Both cities
have taken a hit when it comes to housing prices.

Whether a buy to let or private residence, it’s worth knowing what the city’s housing market prolificity will bring
to a potential return on investment, and whether or not the region in which the property stands will face decreases
in value over time.

London’s Northern counterpart, Manchester, stands to be perhaps the best UK city to invest in, with more
global and regional draw than ever.
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BUY-TO-LET GUIDE
Part 5

Buy-to-let defined:
Mortgages
With more options than ever when it comes to the best ways to invest in the current housing market,
investors have taken to several different avenues of gaining the most revenue from their chosen ventures.
Investors who want to go above and beyond just owning their own property now have the buy-to-let scheme
to help them generate passive income in the short term and capital growth long term, and with few negative
repercussions for their efforts.
A buy-to-let mortgage enables an investor to purchase a property for the purposes of renting it out, without
the need of the entire purchase price to be available in cash. Usually an investor is required to put down a
25-30% deposit, with the balance provided by the mortgage lender. The lender will then charge a monthly
interest payment for the service, which will need to be covered but the rental income. Most lenders like to
know the monthly mortgage payment is equally to 125-150% of the monthly mortgage interest payment. If
the income will not cover the rental income it is unlikely the bank will lend, and in all honesty the investor
should also follow suit and not attempt to purchase the property.

Excelsior Works Castlefield, Manchester
We advise all investors to speak to an experienced mortgage broker before commencing their journey into the
world of buy-to-let.
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Buy-to-let defined:
Returns
The surplus funds after paying the mortgage,
taxes, and any running costs associated with the
property will be the profit to the investor. With
the right property in a good location, and
favourable mortgage interest rate, it’s not
unreasonable to expect an annual return on
investment of up to (and sometimes over) 10%.

Buy-to-let defined:
Smart financing

Then every few years, once the value of the property
has risen, investors can return to the mortgage lender
and either remortgage with them to release some of
the equity in the property, or go to another lender and
do the same. If you can pull out your initial deposit,
then technically your return on investment for this
particular property is infinite as you have zero of your
own funds left in the investment.

Those best suited for a buy-to-let mortgage are investors who have purchased property before, that is,
those who have an existing mortgage or a fully paid off mortgage. Investing in a buy-to-let property
could potentially be more difficult for a first-time buyer, however not impossible.

As with residential mortgages, the criteria for
lending is always based on affordability and if
the borrower can afford the repayments in the
event the property is unoccupied. In addition,
the lender would prefer the borrower to have a
relatively clear credit score, however even for
the trickiest of circumstances there are lenders
who will lend.

The minimum deposit necessary for a buy-tolet property is 25% of the property’s value,
though the average range is between 20-40%.
Do not plan to invest in property that
transcends beyond your financial means; that
is the first mistake in a faulty housing
investment.
ONE BHM, Birmingham

Because most buy-to-let mortgages don’t require monthly capital repayments, it may seem like this scheme is
more attainable than that of a private residence, however, once the terms end, the investor is expected to have
enough capital left to pay the mortgage back in full. Those who plan to invest in buy-to-let need to look to the
future of their investment, not the now, which could mean remortgaging onto a new mortgage product, or
simply selling the property and cashing in the profits.

ONE BHM, Birmingham
We advise all investors to speak to an experienced mortgage broker before commencing their journey into the
world of buy-to-let.
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We advise all investors to speak to an experienced mortgage broker before commencing their journey into the
world of buy-to-let.
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Leave the management of
tenants to a professional

Finding tenants and
managing the property
Finding the perfect property and buying it is only
the first step in a real estate investor’s journey.
Once the property is bought and the business is
ready to run, there will need to be a mode in
which to find suitable tenants and manage the
property efficiently. Managerial and
communicative skills will be absolutely vital in
becoming a successful property owner.

There are several methods in which real estate
investors also become successful landlords, thus
improving the likelihood of a long-term profit. There
are techniques in the managing of real estate that
require knowledge, marketing and networking, and
simple people skills to ensure a job well done and a
smoothly running business.

If the property owner
and/or investor plans
to create an
investment that is
beneficial to all, and
most importantly, will
function normally and
efficiently, the best
mode of action is to
hire a property
manager to manage
the daily functioning
of the property.

Managing a property in
addition to owning one
will be an enormous
amount of work. Hiring
a skilled manager
whom will be available
to tenants regularly,
has a grasp of how a
property is managed,
aside from the tenant's
grievances or wishes,
will create a
harmonious work and
living environment for
all involved.

ONE BHM, Birmingham
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Lowry Heights Salford, Manchester

Before tackling the management oneself, consider hiring an expert property manager to avoid a tedious
workload. According to the desired business plan, a property manager should not only be skilled and
professional but also the right choice for the property’s future.
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How to find the perfect tenant?
Finding the perfect tenants is not an easy task, and it is up to the building owner as well as the property
manager to find those who will fit the property’s long-term needs.
With so much technology at our
fingerprints in the digital
landscape, it’s easier than ever to
find tenants that will suit this
vision. Some property managers
opt to use social networks to get
an idea of the tenant’s overall
lifestyle and general profile.
Some of those can be via
Facebook, specialty housing
match applications, roommate
finders (if a shared space is
available), advertising online or
in the local newspapers, or the
more old-fashioned method of
advertising outside of the
property with signs and flyers.
This might not garner as much
traffic, but will be efficient in
connecting with tenants in
person and with relative ease.

In Summary
Although 2018 has been a tough year politically
for the UK, the economy and property market
still remain strong with the fundamentals still
the same. The UK is one of the largest global
economies, an attractive place for investment,
and in terms of demand versus supply has a
colossal housing shortage with the deficit sitting
well over 4m and no signs the demand for new
homes will be met anytime in the next decade.

Average prices and rental yields have continued to
rise, inward investment from both private
individuals and companies based overseas has been
extremely high – largely due to the poor performing
pound sterling, and investors are seeing this as an
opportunity to make 20-30% over the next few years
purely on currency growth.

One Regent Resitdential, Manchester

Once there is a roster of potential renters, their financial and rental backgrounds should be taken into account
before making a choice. The best kind of tenants have a steady job and income, a good credit history or some
sort of cosigner to ensure that rent will always be paid in full and on time, as well as the general idea that they
will not destroy the property in any way. Deposits are a vital tactic in ensuring that your tenant will respect
the property and the investment will be protected, but it is essential the deposit is protected through one of
the numbers deposit protection schemes available. Failure to protect the deposit could result in a hefty fine.
You will also be required to request copies of the tenants passport and residency status if a tenant from outside
the UK.
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Natex Student Residences, Liverpool

Our predictions for 2019 are that the Midlands and North West regions will continue to flourish due to
consistent high levels of investment, job creation, and a genuine need for more properties to be built to
meet the ever growing demand. These areas are where investors will benefit from the highest yields, but
also highest capital growth, both in the short term, and for the foreseeable future.
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For more information on investing in the UK
buy-to-let market, please contact us today
CONTACT:
Thirlmere Deacon LLP
7/10 Chandos Street, Cavendish Square
London England W1G 9DQ

Companies House No. 11386714.
Email : info@thirlmeredeacon.com
Call : +44 (0) 203 950 7939

