
































Residential
development

Land values
stabilise across
most UK regions

The value of residential development land
has stabilised across most UK regions after

ve negative quarters according to Knight
Frank’s Residential Land Index.

It shows that the average value of both urban
and green eld land rose by 2.1 per cent
during the second quarter of 2009, having
almost halved since 2007, re ecting greater
activity and con dence among developers.

Housebuilders and residential developers
now account for 16 per cent of purchasers, up
from 8 per cent during the rst quarter and
are no longer the biggest group of vendors.

They have been overtaken by the public
sector as the most important source of new
sites. It said that the supply of sites remains
highly constrained, with owners dissuaded
by sharply lower values.

In the three months to June, average land
values in every region outside London
showed modest increases. According to
Knight Frank after ve quarters in which
land values almost halved, it appears
that the market is now beginning to
recover, not just because of the stable
pricing in many regions but also because
housebuilders and developers are
increasingly becoming acquisitive.

PLEASE CONTACT US
WITH YOUR ENQUIRY.

22

Housing private
finance Initiative

Government allocates £1.7bn for new homes

The Housing Minister John Healey recently
announced £1.7bn funding to build 11,200
new homes and regenerate 10 of the most
deprived areas of the country. Ten local
authorities in six regions are to receive the cash
under the housing private nance initiative
(PFI) in order to allow them to deliver 4,500
new or improved council homes and 1,600 new
a ordable rented homes.

The investment is expected to create 20,000
jobs in the building industry.

The Minister also said that the Homes and
Communities Agency (HCA) had released

over £300m in the last month to 50 housing
associations across 119 local authority areas, to
build a further 5,100 a ordable homes.

£35m will be spent to help regenerate almost
700 homes across 11 urban areas through
the Housing Market Renewal Path nders
programme.

This announcement followed Prime Minister
Gordon Brown’s commitment to invest an extra
£1.5bn towards building a total of 110,000 new
a ordable homes over the next two years.

The Minister also revealed that there have been
more than 300 bids from developers for the
government’s £1bn Kickstart fund to unlock
stalled private sector developments.

The Minister said: ‘Building homes, creating
jobs and lifting communities out of deprivation
is a top priority for us in government. I'm
determined to pull out all the stops to see new
homes built to meet our need for more housing
in Britain.

‘At a time when private house building has
declined dramatically during the recession,
government investment and action means
more a ordable homes are now being built
more quickly and we are helping to keep the
construction industry going.

'In fact we've doubled the investment in the
homes we're building through our a ordable
housing programme compared to this time last
year.

‘The steps I'm announcing put real momentum
behind the Prime Minister’s housing pledge
and | want to see work start on sites across the
country within months!

Home Information Packs

"Stunting market recovery"

The Home Information Pack (HIP) is
being blamed for "stunting market
recovery" according to estate agents. The
National Association of Estate Agents
(NAEA) in a recent survey reported that
of its members, ten per cent of agents
believed the number of sellers would
double if HIPs were suspended.

The NAEA survey also discovered a fifth of
all agents believed the number of sellers
would increase by 20 to 25 per cent,

with a huge 91 per cent "adamant that
customers paid little or no attention to the
controversial packs anyway".

The Royal Institute of Chartered Surveyors (RICS)
found stock of homes was down, despite buyer
interest picking up. RICS have also

noted "anecdotal evidence" suggested HIPs
were decreasing the number of buyers

coming forward.

Peter Bolton King, chief executive of the NAEA,
said: "The housing market has seen a number
of positive signs in 2009, particularly an
increased demand for property and more sales
being completed.

"However this will be unsustainable without a
steady supply of housing. HIPs are controversial
and in the NAEA's opinion, relatively useless.
That is bad enough, but these gures suggest
that professional agents believe that they are
actively harming the market."

In April the laws on HIPs were changed, so they
were required to be completed before a home
was advertised for sale. They also must now
include additional information, including a
Property Information Questionnaire (PIQ), and
can cost the seller up to £400 to complete.

The NAEA gures suggest that in April, the
average estate agent had 67 properties

available to sell, compared with 84 in April 2008
and 100 in December.

"The gures are signi cant because of fears
that housing market recovery is being stunted
because increased demand for property among
buyers is not being matched by a supply of
houses for sale.

"The government should look at scrapping
these packs, at the very least until the market
has recovered. At that stage they should be
reviewed. The NAEA would be happy too erits
professional opinion as to the best way forward,"
Mr Bolton King added.

NEED MORE
INFORMATION?

PLEASE CONTACT US
WITH YOUR ENQUIRY.
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Renting a property

Make your move go as smoothly as possible

There are a lot of costs involved

in renting a home. Some may be
quite obvious but some you may
not have thought about. Here are
some useful tips to help your move
go as smoothly as possible.

You'll need to pay a deposit
(usually the equivalent of a month’s
rent) and the rst month'’s rent
before you move in. Think about
what type of rental agreement you
need and nd out what other costs
you'll have to pay.

Find out how you can make savings
on your day-to-day expenses as
well as on your bigger bills (such as
utilities and council tax).

If you're renting in a block of  ats, the
landlord will usually pay for buildings
insurance, but you're responsible for
insuring your own belongings.

Make sure you remember the
small things, such as checking
that your credit record shows your
new address and returning post
addressed to previous occupiers.

Find out what help is available if you
getintodi culties with your rent or
have problems with your landlord.

Most landlords will expect you to
pay two months’worth of rentin
advance. One is held as the deposit
in case of damage or other costs
(so you'll get it back when you
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leave the property, minus any
charges), and the other is your rst
month’s rental payment. Some
landlords ask for a larger deposit to
take account of unpaid bills. Make
sure you have enough money
before you start looking around to
avoid disappointment.

Di erentsavings accountso er

di erentinterest rates and notice
periods, so make sure you can
access your money when you need
it. Compare savings accounts to
make sure you've got the right one
for you.

If you are a student, are on a low
income, your income is from

bene tsonly, or you have a low
credit score, you may be asked to
provide a guarantor. They will have
to sign a legally binding agreement
to pay all rent and other charges
due if you fail to do so.

You can choose to rent from a
private landlord, or you may be
eligible for council or housing
association accommodation.
Make sure you have a tenancy
agreement clearly stating the
responsibilities of both the
tenant and the landlord, and
read it through thoroughly
before signing.

It'simportant that you are sure
you cana ord the rent and bills, so
be honest with yourself and don't

be tempted to overstretch your
money to rent your dream home.

If you go through a lettings agent,
you may be charged a fee for them
to draw up the tenancy agreement
and get references. Be aware of any
additional costs and include them
in your moving budget.

You'll also need to think about
whether you need help moving
your belongings, and whether

you need to buy furniture or other
household items, so make sure you
plan your budget to take these into
account.

Landlords and councils will often
have insurance to protect their
property and any furnishings

that belong to them, but they are
unlikely to insure your furniture or
belongings. Speak to your landlord
to nd out exactly what is covered.

Work out what you think your
belongings are worth. Then shop
around for the most suitable
insurance for you.

Make sure you change your
address with your bank, credit-
card and insurance companies, as
well as other nancial companies
that you have arrangements with.
It might be a good idea to put a
three-month redirection on your
old address to cover the transition
period. This can also reduce your
risk of identity fraud.

Your new address may have an
impact on your credit score if
previous occupiers have had
bad credit. You can check your
credit record at your new address
using credit reference agencies.
You can then ask the agency to
change the information on your
leifitis incorrect, or it includes
details about people who have no
nancial connection with you.

Don't be tempted to keep or throw
away mail addressed to a previous
tenant/owner. Always return it to
the sender if you don't know their
new address. You don't need a
stamp, just mark it 'return to sender'
and stick it in a post box. This should
avoid you having to deal with any
problems if they weren't up to date
with their payments.

If you have problems with your
landlord, or a dispute about the
return of a deposit, there is plenty
of advice and support to help you.

PLEASE CONTACT US
WITH YOUR ENQUIRY.

NEED MOR
INFORMATION?

Please email or contact us with
your enquiry. If you would like us to
email a copy of our digital property
magazine to someone you know,
please email us with their details
and we'll send them a copy.
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Protection

Mortgage Payment
Protection Insurance

Covering your monthly mortgage payments for a specified period - your questions answered.

If you fall behind with your mortgage
repayments and cannot catch up
again, you could eventually lose

your home. But you can take steps

to protect yourself against this risk
by taking out Mortgage Payment
Protection Insurance (MPPI).

Q. What is MPPI?

A. Mortgage Payment Protection
Insurance (MPPI) pays your
monthly mortgage payments
foraspeci ed period if you

su er accident, sickness, or
unemployment. Lenders and
insurers have agreed to adopt
certain minimum standards for
MPPI, so you can be con dent
that the level of cover you will be
o ered meets or exceeds these.

Q. How does MPPI work?
A. You pay a premium each month
while the mortgage is running.

If you become unemployed, or
unable to work due to accident or
sickness, the policy starts to pay
out (usually direct to your lender)
to pay your mortgage.

To keep the cost of the insurance
down, there are some periods
where you will not be covered (you
should check the individual policy
for exact details). The main ones
are an "exclusion period" of up to
60 days when you rst take out
your policy, during which any claim
for unemployment would not be
met (although claims for accident
or sickness would be paid). In
addition, there is an "excess" or
"waiting" period of up to 60 days
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for each claim, during which no
payments will be made.

So it makes sense to try to keep
enough money in savings to cover
two months worth of mortgage
payments, even if you have MPPI.
There are some circumstances
when MPPI will not cover you - for
example, unemployment caused
by misconduct, or that you knew
was impending at the time you
took out the insurance, or sickness
claims caused by certain pre-
existing medical conditions.

Q. How does it work if |
have a joint mortgage with
someone else?

A. The MPPI can be set up so that

it covers both of you, usually by
allocating a proportion of the

MPPI to each person (e.g. 50/50

or 60/40). If one person needs

to claim, then the amount of

the bene t payment will be the
proportion of the MPPI allocated
to that person. It is also possible

to allocate the MPPI on a 100/100
basis, so that 100 per cent of the
MPPI is paid, even if only one of the
joint borrowers loses their income.
This type of arrangement will
generally require higher premiums.

Q. What if | am self-
employed or on a
contract?

A. You will generally be able to
take out MPPI even if you are
self-employed or on a contract. But
make sure you check the details of

the circumstances in which you can
make an unemployment claim.

Q. How do | buy MPPI?

A. Ifyou are taking out a new
mortgage, you will probably be

o ered MPPI by your lender or

the intermediary arranging your
mortgage. Unless the MPPI is part of
amortgage "package’; it is up to you
whether you take the MPPl o ered
with the mortgage or to buy it from
elsewhere. If you already have a
mortgage, you may be able to buy
MPPI from your lender, or through an
insurance broker, or direct from an
insurance company. MPPI is usually
cheaper (and the terms may be more
generous) if you take it out at the
time you start your mortgage, rather
than leaving it until you have had
your mortgage running for a while.

Q. What happens if | need
to claim?

A. Your policy document will tell
you how to claim. Usually, you need
to obtain a claim form, complete it
and send it to your insurer, together
with some evidence (such asa
redundancy notice) to support your
claim. If you take a temporary job,
then provided you let your insurer
know beforehand, you can interrupt
a claim without having to pass the
60 day excess period again when
your temporary employment ends.

Q. What do you need?

A. Most people should consider
taking out full MPPI, covering the full
amount of the mortgage payments
following accident, sickness or

unemployment, and this is what you
will generallybe o eredinthe rst
instance. But if you already have other
cover -such as accident or sickness
cover from your employer, Income
Protection or Critical lllness insurance
or substantial levels of savings - you
may decide that you do not need the
full level of MPPI insurance.

If so, you may decide to "top up"
your existing cover (perhaps by
taking out the unemployment-
only element of MPPI), or you may
decide that you do not wish to
take out MPPI at all. But be very
careful that you are not being
over-optimistic about your ability
to meet your mortgage and other
commitments if you decide not to
take out MPPI. If you decide not to
take out MPPI cover, your lender or
intermediary may ask you to sign
your con rmation that this is the
decision you have reached, after
considering all the circumstances.

Signing this con rmation will not

a ect the willingness of your lender
to try to help you if you do not take
out MPPI and subsequently fall

into arrears with your mortgage
repayments at a later date. However,
if you have MPPI or some other form
of protection, both you and your
lender will have greater scope for
dealing with payment di culties.

PLEASE CONTACT US
WITH YOUR ENQUIRY.
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Buy-to-let

Investin
property

Make sure your figures add up

The British love a air with property
investing has been very evident
over the past decade and despite
a tougher market, those looking to
get into the market should beware
of easy buy-to-let deals and still
make sure their investment meets
a strict checklist, or dreams of
property riches may turn into
nancial disaster.

Remember, buying a buy-to-let
property is a business decision, and
you must ensure the gures add
up, no matter how desperate you
are to invest in property. The 1988
Housing Act made investment

in residential property more
attractive to landlords when it
introduced a new type of tenancy
giving landlords more control over
their properties. The increased
availability of loans at attractive
rates of interest for buy-to-let
purchasers increased the appeal of
owning rental property.
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When you buy a property to let
out, you are becoming a landlord.
And owning investment property
is not like owning your own home.
Instead you are e ectively running
a small business.

Before you choose a property and
arrange the nance to purchase it,
there are a number of factors you
should look into.

Choosing a property

Researching your market
You should carefully research the
market where you want to buy
your property. You can either

do this yourself or employ a
specialist letting agent to help
you find the area and property
you are looking for. If you
research the market yourself, you
will need to gather information
from estate agents, local papers,
local employers and even

the local authority, about the
demand for and supply of, rented
housing.

Finding your tenants

You will also want to think about
the type of tenant you are aiming
to attract. Are you hoping to attract
single people, or families, as they
will have di erent requirements.

It is important to remember your
property should have features that
are attractive to would-be tenants,
rather than would-be purchasers.

Choosing your location

You should also look at how close the
property is to local amenities such

as shops, transport and schools, and
are these the type of amenities that
are important to your tenants? So, if
you are aiming to let your property to
say a family with school-age children,
how close the nearest schools are, will
be animportantin uence onwhere
they choose to rent.

Choosing your property’s
size and condition

Equally, you should think
carefully about buying a
property whose size is attractive
to households looking for
rented accommodation in that
location. As well as the size, type
and location of your property,
what about its condition? Have
you assessed whether the
property will require expensive
maintenance? Generally
speaking, older homes require
more attention.

Choosing a property you
can afford

Obviously, the size of mortgage
you cana ord will have a major

in uence on the size and location
of your property. You also need to
considers how much to spend on a
property and should bear in mind
that as well as increasing in value,
your property can also fall in value.

Managing your property

Your responsibilities

When you have chosen a property,
you will need to decide who will
manage it for you.

If you manage it yourself, you will
be responsible for:

B nding tenants

B checking tenants’ references

B collecting the rent and
maintaining the property

B and dealing with problems

Your legal responsibilities
You will also need to be aware

of your legal responsibilities as a
landlord such as:

B carrying out repairs

B ensuring the safety of gas and
electrical appliances

B and ensuring that the furniture
and furnishings meet re safety
requirements

You should also consider
familiarising yourself with landlord
and tenant law, to understand your
responsibilities as a landlord, and
the rights your tenants enjoy. This

is an area you may wish to take
legal advice about. The Department
of Communities and Local
Government (DCLG) have published
a useful free guide for landlords in
England and Wales called "Assured
and assured shorthold tenancies: a
guide for landlords”

When your property

is empty

You should remember there may
be periods when you are unable
to nd tenants for your property

and it will be empty, with no rental
income coming in. Obviously you
will still be expected to continue
repaying your mortgage so you will
need to think about how you will
meet your mortgage repayments
in these circumstances. This could
particularly apply if you choose

a property in an area where the
supply of rental property exceeds
demand from tenants.

Maintaining your property
As well as managing your
property, you will be responsible
for maintaining it. Besides

repairs and regular maintenance,
properties can bene t from routine
improvements which maintain
their attractiveness with would-
be tenants. You may nd that
your property is in need of an
overhaul after a tenancy nishes.
Naturally, you will have to nance
this yourself. What is more, your
property is likely to be empty

and you will not receive a rental
income, while your property is
being improved.

Using a managing agent
Given the number of di erent
responsibilities you face as a
landlord and the limitations on
your own time, you may wish to
use a managing agent to look
after your property for you. This
could cost you approximately 10
per cent to 15 per cent of your
monthly rental income.

Choosing a mortgage
Paying for your property

Obviously, when you choose
a property, you will need to

ask yourself how much you

can afford to pay, and how you
will pay for it? If you take out a
mortgage, you should work out
what percentage of the value

of the property you need to
borrow. The size of the loan is
usually linked to the expected
rental income. As a guide, your
lender will expect your monthly
rental income to be 25 per cent
to 50 per cent greater than your
monthly mortgage payments.

Your choice of mortgage
When you choose a mortgage,
your choice will be between
arepayment mortgage or an
interest-only loan. With an
interest only mortgage, some
lenders may require you to have
a suitable investment product. If
you have a repayment mortgage,
some lenders may also advise
you to arrange life insurance
alongside your loan. You may be
able to choose between fixed
rate and variable rate mortgages.
Fixed rate loans will give you
some certainty about your
mortgage repayments whilst
variable rate loans could move
up or down. You should also
remember that your mortgage
payments could rise if interest
rates rise, depending on the type
of mortgage you have.

What will your costs be?
As well as your mortgage

payments, you will need to pay for:

B buildings insurance

B consider contents cover, if your
property is furnished

H maintenance costs

B periods when you are receiving
no rental income because the
property is empty or the tenants
have fallen behind with their
payments

B mortgage repayment increases
because of interest rate rises,
which you may not be able to
recover immediately from rent
increases

Your tax liability

Before you can calculate what
your income from your property
will be after taking into account
all necessary expenditure, you
should recognise that the pro ts
from renting property are taxable.
However, you will be able to o set
some of the costs you incur as a
landlord against tax. You will have
to pay the following taxes:

B Income tax
W Stamp Duty when you buy your

property
B Capital Gains Tax when you
sell it

NEED MORE
INFORMATION?
Please email or contact
us with your enquiry.

If you would like us

to email a copy of

our digital property
magazine to someone
you know, please email
us with their details and
we’ll send them a copy.
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Buy-to-let

Quarterly survey revealed a "bounce back" in the buy-to-let market

Landlords have been buying more properties in the last quarter according to a
recent survey. The Association of Residential Letting Agents (ARLA) quarterly
survey revealed a "bounce back" in the buy-to-let market.

In the ARLA members' survey of the Private
Rented Sector (PRS) for the second quarter
of this year, nearly twice as many ARLA
members reported landlords are buying
more properties.

The Bank of England's decision to cut interest rates
to historic lows over the past year has also helped
struggling landlords, according to ARLA. Half of
those surveyed said they thought the cuts are
tempting investor landlords back to the market
because of the minimal interest to savings rates.

Your property may be repossessed if you do not keep up repayments on your mortgage.
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lan Potter, operations manager of ARLA, said:
"Each quarter we glimpse a bit more activity as
the bargains get snapped up and con dence

is restored in buy-to-let as a viable long-term
investment vehicle, particularly if the returns are
rising too.

"The government has started to look at the

PRS a bit more closely, recognising just how
important it is to the property market as a
whole.

"Some initiatives, such as the interest rate cut,
appear to be having an e ect albeit indirectly but
there's still a long way to go to. However it is fair
to say that these signs are encouraging and I'm
hopeful that this may mean that we're starting to
see the bottoming out of the market"

The ARLA survey also indicated the rise in
buy-to-let activity could be as a result of
"increased average weighted rental returns”.
Houses had risen from 4.8 per cent to 5.1 per
cent, with ats up from 4.9 per cent to 5.0 per
cent. Returns for ats remained consistent
throughout the UK.

However, optimism is muted in the buy-to-let
market by the lack of buy-to-let mortgages on
the market.

NEED MORE
INFORMATION?

Please email or contact us with
your enquiry. If you would like us to
email a copy of our digital property
magazine to someone you know,
please email us with their details
and we'll send them a copy.
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