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A GUIDE TO INVESTING IN
STUDENT ACCOMMODATION

Whether you want to help
your offspring buy their first
property or are interested in
making money from student
lets, we highlight the pros and
cons — and potential hotspots

»BY HANNAH NEMETH
ITH THE A-LEVEL resuits just
out, another cohort of students
will be heading off to university
this September - and with them
comes an opportunity to invest
in student properties. There are certainly plenty
of potential tenants; in 2014/15 (the latest figures
available), there were 2,266,075 students in higher
education in the UK.

Some parents may think twice about
forking out rent for three or four years
when they could invest in a property
for their children - and if they can
afford to buy a house that will
accommodate four or five students,
there is the potential to receive a good
rental income.

For those who don't have children
or those of student age, there is still
an argument for investing in student
houses or purpose-built student
accommodation (PBSA).
Developers in this specialist
sector are keen to
entice landlords
with guaranteed
initial rental
yields and the
promise that a
management
team will
handle with
all the day-to-
day issues.

A computerised view of the interior of Mallory House
in Cambridge, a development of 33 student apartment
Marketed by Bidwells (01223 841 842), there are four

studios still available ranging from £175,000 to £182,500

STUDENT HOUSES

One good thing about buying a property for your
child is that they can take control of managing the
property, picking up valuable life skills along the way.
But if you are doing it yourself, don't be put off by the
thought of dealing with a bunch of teenagers who may
have never lived away from home before.

Sally Fraser of Stacks Property Search in
Brighton says: “Investors can be concerned that

collecting rent from a group of young people

barely out of teen-hood with no income isa
risky business. In reality, there are systems in
place that make rent collecting straightforward,
and students invariably come with guarantors
in the shape of parents.”

While parents will be keen to help their
children get on the property ladder, few can
afford to pay cash up front. But you don't
necessarily have to dip into your savings.
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Acquired and funded by Empiric Student Property, the Frontage in
Nottingham is a 1980s office conversion, behind a Grade IT* listed facade.
As well as a gym, cinema and three restaurants, the block has 162 beds

within 152 single and double studios and opens this September

Instead, you can offer your children ~ # Stu d ents

access to mortgages they couldn't get

on their own. invariably come 2 i
GUARANTOR MORTGAGES  with guarantors

With this type of mortgage, a -
parent (or close family member) in the Shape
guarantees to repay the debt if -
their child defaults on the loan, Of p al‘entS
using their own home as collateral. ==
Smaller building societies tend to be
more active in this niche area - though many providers
of guarantor mortgages do expect students to earn
an income. If you would like help sourcing this type
of mortgage, you can search for a mortgage broker in
your area at Unbiased.co.uk and Vouchedfor.co.uk.

One to look at is Bath Building Society’s Buy
for Uni mortgage. Available to students in higher
education throughout England and Wales, this
mortgage can either be made in the sole name of
the student or jointly between the student and their
parents. If it is in the student’s name only, parents
will have to act as guarantors - and they must be
based in England and Wales.

It will lend up to 100% of the value of the property,
up to a maximum £300,000. The amount your child
can borrow will depend on the income they will .
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they die.
Lisa Gibbs, a partner at Simpson Millar Solicitors, says:
receive from letting out rooms. The property must “If parents are buying jointly with their child and the
be in England orWales and within a 10-mile radius property is in all three names, then they will need to set
of your child’s university. For more information, visit out quite clearly who owns what share of the property.
Bathbuildingsociety.co.uk. They should own the property as tenants in common so
Loughborough Building Society is also launchingits they can set out who owns the majority share, which also
Buy for Uni mortgage in the autumn. needs to be taken into account in terms of tax liabilities.”

Also offering 100% loan to value, and withamaximum  Ms Gibbs advises parents and child to sign a
borrowing limit that is yet to be confirmed butwillbeat ‘declaration of trust’ so they can set out who owns the
least £250,000, the property can either be secured with  shares, as well as a bit of background to the transaction

a charge on the guarantor’s own home or with cash, - how much the parents have contributed, for example.
or a mixture of the two. Mortgagees will be able torent  This costs from around £250 for a solicitor to draw up.
out rooms in a standard dwelling for up to three other “If one of the parents dies and the other remarries,
students or working people.

you want to be sure who owns what share of the

JOINT MORTGAGES property,” she warns.
Another way parents have helped their student offspring The other option is for parents to gift the money so
on to the property ladder is by taking out a joint mortgage. the property is just in their child’s name. Parents won't
However, this route has become less attractive since April ~ then be subject to any mortgage or tax liability.
2016 when the additional 3% stamp duty on second “Parents may be happy to give £20,000 or £30,000
homes came into effect. to their child to get them on the housing ladder,

If you already own a home, you will pay an extra 3% but they need to be aware that they will lose
stamp duty on your share of your child’s property because control of the money,” she adds.
it will be viewed as a second home.

Stuart Law, chief executive of buy-to-let agency Assetz PURPOSE- BUIII

Property, explains: “Parents might buy a flat for their child

with one or two beds so they can rent out a room, which is SI l ’DENT

very cost effective. But there are tax implications and you

may have to pay a 3% stamp duty on second homes - so ACCOMMODATION

it’s probably better to gift your child the cash. They could  The purpose-built student accommodation (PBSA)
take out a mortgage with a parent as guarantor. market experienced an exceptionally strong year in

“The child then has the property in their name and 2015, with 74,500 beds traded at a total value of £5.6
can rent a room using the annual rent-a-room taxbreak  pjllion, according to Savills' UK Student Housing
[from 6 April 2016, this is £7,500]. They can then have the  yegearch, published in May 2016.

income tax-free, but it takes a lot of planning.” While one of the main reasons
to invest in this sector is that it

LEGAL POINTS TO CONSIDER offers good rental yields, it is not
While it can feel awkward to ask your child forany joint  a good choice if you're looking for
ownership arrangements to be put in writing, it could capital income.
cause friction further down the line if you don't. PBSA will also have a limited

The best arrangement for parents and children market of buyers if you decide to
who buy a property together is to own it as tenants in sell up.
common. This means that each party will have their Another problem is finance

own share in the property, which will go to their estate because you can't take out a buy-
when they die, so they can decide what to do with their  tg-Jet mortgage for this type of
share in their will. In contrast, as joint tenants, the whole

property will automatically pass to the other party when
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accommodation. You will have to rely
instead on commercial mortgages or cash.

Paul Mahoney, managing director of advisory
firm Nova Financial, warns: “PBSA isn't suitable for
growth-focused investors, as it is the rental yield
that makes this type of property attractive. It will
not increase in value at the same rate as standard
residential property.

“PBSA investments can be difficult and potentially
expensive to finance as they are considered
commercial investments, which is why they are more
suitable for cash buyers,” he adds.

£ -
If a parent dles: reports ranking cities in terms of their current
and future supply/demand for PBSA, flagging up
You Wa-nt to be the university towns where there is a shortfall in
accommodation and student numbers are robust.
sure Who owns In Savills latest report, 10 cities topped its
development league table - Bath, Brighton,
What Share Of Bristol, Edinburgh, Kingston upon Thames,
r London, Manchester, Oxford and St Andrews, with
the property, Birmingham as the only newcomer to this top tier
WHERE SHOULD e D S
YOU BUY? e

Unsurprisingly, many in the top 10 are red-brick or
Russell Group universities, but sometimes less well-
known universities can offer higher rental yields.

Merelina Monk, a partner in Knight Frank’s student

1If you're not tied to a city
here your child will be
studying, then research
from industry insiders

an help you to decide
where to invest.

The Higher Education

Statistics Agency is a great source of information on
the income that universities receive, while the Times
Higher Education produces an annual university
financial health check.

Mr Law advises: “One of the key tests is how
financially strong the university is. You don’t want to
invest in student accommodation if the university
could go bust.”

Both Savills and Knight Frank produce annual
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Funded by GCP Student Living, Apex House in London’s Wembley is expected
to be operational for the 2017/18 academic year and will consist of around
580 studios and bedrooms. Pictured inset, the roof terrace and student area
at GCP’s Scape Shoreditch development will be replicated at Apex House

property agency team, explains: “Predominantly for
security, investors will always look at top universities,
such as Bristol, Oxford and Cambridge. But because
these towns have a higher level of accommodation,
it’s often difficult to find land or, indeed, if you look
at the supply/demand demographic there’s already
quite a high level there for the number of students
within the city.”

In London, most student property developers have
been priced out of the market, so developers have
started moving out to Tube zones 4, 5 and 6, such as
outer London areas Stratford and Wembley.

You also need to bear in mind that rental yields will
be lower in London than they are in the regions or in

1( A NTA R M E o | A Covgrage is reproduced under license from the NLA, CLA or other copyright owner. No further copying (including the T +44 (0)20 7264 4700
’ printing of digital cuitings) digital reproductions or forwarding is permitted except under license from the NLA, E services@kantarmedia com
Powering Informed Dedisions hitp:/Awww nla.co.uk (for newspapers) CLA htip://www cla.co uk (for books and magazines) or other copyright body. kantarmedia com



Client: Gravis Capital Partners

Source: Moneywise (Main) BUCha Nnan

Date: 01 September 2016
Page: 48

Reach: 9592

Size: 1783cm2

Value: 17830

->

lesser-known university cities.

“In prime London, yield wise, you're looking at 4.5%
for student accommodation, while in prime regions in
the Russell Group - so, again, Edinburgh, Cambridge
and Bristol - you'll be looking at 5.5%. But once you
move out to second-tier universities - Plymouth,
Bournemouth, Portsmouth, Norwich, Chester and
Canterbury, for instance - you're looking at rental
yields of between 6% and 6.5%,"” Ms Monk explains.

“There are some cities where you may start to see
that 6.5% creep closer to 7% where the university’s
standing isn't as good and where general property
values in the area are a little bit lower — perhaps Stoke
and Preston,” she advises. @

Student property funds

od
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