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OPPORTUNITIES

Marina Gerner provides a few pointers for investors hoping to profit by
exploring less conventional routes into the residential property market

ricks and mortar have
long been one of the
nation’s favourite
investments. But over
the past year, the pros-
pect of becoming a
buy-to-let landlord has
become markedly less attractive in the
aftermath of a 3 per cent stamp duty hike
and the government’s announcement that

Buy tolet

returns and risks. We also consider how the
Brexit vote might affect the rental property
market over the shortand long terms.

PROPERTY FUNDS

T A ey,
Most property funds focus on the commer-
cial sector (see page 34), but one or two res-
idential funds are also
available. In compar-

mortgage interest relief will be slashed has become ison to buy to let, you
from next April. don’t have to stump

If you don’t want the hassle associated mal'kedly less up a deposit or man-
with property management, the risk of attractive age the properties

rental void periods or the worry that the
sums won’t now add up, a few other options
offer exposure to the residential property
market. We look at crowdfunding, peer-to-
peer arrangements and residential property
funds to assess their attractions, expected

you invest in, and the

sums required are much smaller than those
needed for buytolet.

Christopher Down, chief executive at

Hearthstone Property Investments,

which offers a UK residential property fund

with a minimum £1,000 lump sum invest-
ment, argues that the impact of the Brexit
vote will be far more substantial on com-
mercial property than on residential prop-
erty. He says: ‘Companies in downturns
tend to minimise new office space commit-
ments, while retailers may seek reductions
in their lease costs. In contrast, demand for
housing remains strong, since people still
need the same amount of space as before.

London Central Portfolio’s closed-
ended investments, although technically
not funds, hold around 50 rental properties
in Kensington, Chelsea and Westminster.
The current offering is London Central
Apartments III. LCP buys small blocks of
flats (each flat is worth less than £1 million),
renovates them and rents them out, holding
them for four to six years.

The minimum investment is £75,000

POSSIBLEEFFECTS OF THE BREXIT BID
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(£25,000 in some circumstances). LCP
expects a return of more than 10 per cent
a year by the end of the investment period,
from development uplift, capital growth
and rental income. But the Brexit vote may
hitthe London residential market (see box).

Some mainly commercial property funds
also have residential holdings. One example
is the open-ended Premier Pan European
Property Share fund, which accesses real
estate through property company shares
rather than direct property. It has about 20
per cent invested in residential property,
mainly in German rented real estate. The
European spread provides tenant diversi-
fication and uncorrelated real estate cycles,
says fund manager Alex Ross.

STUDENT PROPERTY

O
Funds investing in purpose-built student
accommodation have formed a success-
ful niche variation on the theme of residen-
tial property funds. One example is GCP
Student Living investment trust. The trust
invests in student accommodation ‘in loca-
tions strongly positioned to benefit from
supply/demand imbalances’. It owns more
than 500 studio bedrooms in east London.

Students have become increasingly glob-
ally mobile, and the UK has the second larg-
est population of international students in
the world, according to the OECD.

Asked about the possible effects of the
leave vote on student property in the UK,
the trust’s co-manager, Nick Barker, says:
‘We believe London will remain resilient
as a market for overseas students from the
EU and beyond, relative to the rest of the

UK, given the international perception of
London as a cosmopolitan, multicultural
centre of learning’

It is not clear, however, how well the sta-
tus of UK higher education or London’s
multicultural appeal would survive a Brexit.
Various academics, including Tim Lang,

professor of food policy at City
University London, have pointed
out that the implications of
Brexit for UK science and higher
education are immense. With
diminished cross-border cooper-
ation in the academic world, the
reputation of UK higher educa-
tion will suffer and attract fewer
foreign students. Student accom-
modation investors’ returns may
therefore diminish.

PEER TO PEER

s
€€London
will remain
Another way to invest in prop- reSilient as

from any capital gain. However, they still
receive interest if the property falls vacant,
and if the landlord goes bust, the property
goes to the lenders.

P2P lender Assetz Capital also offers
instant access accounts returning about 4
per cent. The minimum investment is £1.

Chief executive Stuart Law argues
that the Bank of England and UK gov-
ernment will protect house prices
- through underwriting, creating
mortgages and initiatives such as
Help to Buy - otherwise the banking
system would collapse.

CROWDFUNDING
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Crowdfunding involves investors
pooling money to buy a share in a
buy-to-let property. In return, they
receive regular rental income returns
and benefit from any rise in the value
of the property. Pre-Brexit returns

erty is through peer-to-peer amarket for at crowdfunding platform Property

(P2P) deals that bring investors

together to lend money to prop- OVE@FSE@AS
erty buyers. The borrower buys students ”

a rental property and pays inves-

tors monthly interest. At the end Nick Barker

ofthe term the capital is repaid.

P2P lender Landbay offers a rate of
interest of 3.35 per cent above Libor, after
fees, to investors. Mortgages tend to last
for five to 10 years. The minimum invest-
ment is £100. Investors can exit early only if
Landbay can find an investor on the second-
ary market to replace them.

Asinvestors don’t have a share in the res-
idential property itself, they don’t benefit

Moose were about 5.5 per cent net.
Investors do not have to stump up a
deposit and ongoing maintenance
costs are shared. The property is sold
after two or three years.

Investors can invest as little as £10.
They pay an upfront fee of 5 per cent, plus
a property management charge of 10 per
cent of rental income. When the property
is sold, Property Moose takes 15 per cent of
net capital growth. The charges are high,
but if you buy several smaller investments,
you can sell them in different years to take
advantage of several years of capital gains
tax allowances.

| August2016 35



