








REDUCING THE RISKS
FROM BUY-TO-LET

SECURING PROPERTY-OWNERS LIABILITY INSURANCE IS ESSENTIAL

The burgeoning numbers of buy-to-let investors moving into
the UK property market may be unaware of their insurance

needs, according to Leaseguard.

The specialist risk consultant is warning
home insurance alone may not be sufficient,
explaining many insurers would refuse to pay
out on a claim where it had not been disclosed
to them the property was being let to tenants.
"The risks involved for a landlord can be
substantial and can vary quite considerably
from an owner occupying their own home," said
Mairi Scott, managing director of Leaseguard.
In response, the organisation recommends
landlords secure property-owners liability insurance
(OLI) with a minimum value of at least £2 million.

NEED MORE INFORMATION
ABOUT PROPERTY MATTERS?
PLEASE EMAIL OR CONTACT
US WITH YOUR ENQUIRY.

Ifyou would like us to email a copy
of our electronic property magazine
to someone you know, please email
us with their details and we'll send
them a copy.

Buy-to-let has seen a tremendous growth in
popularity in the previous decade as property
owners choose the investment as a future
pension investment or rent out their existing
home when they relocate to new jobs.

According to figures from the National
Housing and Planning Advice Unit (NHPAU), the
buy-to-let sector now has boomed in recent
years, with an estimated 2.5 million homes in
England being rented from more than half a
million private landlords.

The market took off in the late 1990s, helped
by the introduction of buy-to-let mortgages
calculated on the anticipated rental income
rather than the landlord's earnings.

"Property OLI is an essential requirement.
Anyone with a legitimate reason to be on the
premises could potentially raise an action
against the landlord," continued Ms Scott.

"While it provides cover against action from
the tenants, it is not restricted only to them but
potentially a claim could be made against the
landlord by other parties such as the postman
or even the meter reader."

OLlI also offers protection when a property
cannot be occupied due to a major loss such as
a fire, with a specialist landlord's policy generally
providing cover for loss of rent.
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ESTABLISHED INVESTORS
CONTINUETO REAP THE BENEFITS

UNCERTAINTY IN THE HOUSING MARKET SEE RENTS RISE

Demand for rented residential property in the UK continued to grow during
the fourth quarter of 2007, according to The Royal Institution of Chartered

Surveyors (RICS).

However, the rate of growth in the market fell
for the second consecutive quarter,and is now
below the long run average for the sector.

RICS finds some 16 per cent more surveyors
reported a rise in new tenant lettings than
those reporting a fall - with demand increases
strongest in the East and South-East.

The figure was down from 20 per cent in
quarter three of 2007 with demand slowing
dramatically in London and the North.

Private tenants led the, moderate, increase in
demand for residential property.

According to RICS, some 82.1 per cent of all
properties were rented to private individuals,
the highest percentage since 2007.

Students (1.7 per cent), social tenants (5.7 per cent)
and corporate demand (7.1 per cent) accounted for
the remaining properties in the market.

However, new instructions to let property fell
for the first time in the survey's history with
1 per cent more surveyors reporting a fall in
new instructions than a rise.

"While banks remain cautious about offering
loans, demand for rental property will continue
to increase with many would-be-buyers unable
to make the jump to home ownership," said
RICS spokesperson Barry Hall.

Yet, even during a period of moderating
prices in the wider market, landlords have
continued to see rents and yields increase.

Some 27 per cent more surveyors reported
an increase in rents than a fall during the final
quarter of 2007. However, this was down from
31 per cent in the third quarter.

According to RICS, gross yields also
increased at their fastest pace since quarter
three of 2005, after more of less flat growth
during the last two quarters.

"Established investors continue to reap
the benefits of the current uncertainty in the
housing market and have been enjoying the
fruits of rising rents, but new investors are
struggling to get the necessary finance to enjoy
this buoyant sector."

According to RICS,

some 82.1 per
cent of all properties
were rented to private
individuals, the highest

percentage ,,
since 2007.

NEED MORE
INFORMATION?

Please email or contact us with your
enquiry. If you would like us to email

a copy of our electronic property
magazine to someone you know,
please email us with their details
and we'll send them a copy.
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GOVERNM

REFORM

VAT CUT ON BUILDING REPAIR AND MAINTENANCE WORK

The Federation of Master Builders (FMB) has
welcomed government reforms of empty
property rates, but argues measures must go
further to ensure buildings come back into use.

New changes for empty properties came
into force on April 1 this year, following
announcements in the 2007 Budget, with the
aim of encouraging the return of derelict and
unused buildings to the market.

The changes will see an increase in the empty
property rate from 50 to 100 per cent of the
basic occupied business rate.

Itis hoped this will encourage owners to re-let,
re-develop or sell their properties to reduce the
need for new development on Greenfield sites.

Other modifications will tackle deliberate
dereliction by ensuring those who consciously
render their property beyond economic repair
continue to be liable for empty property rates.

"These changes to empty property rates will
encourage owners to keep their premises in use,
revitalising deprived areas as new businesses
move in bringing much-needed employment
opportunities,and making these towns and
cities better places in which to live," explained
local government minister, John Healey.

However, while welcoming the changes, the FMB
contends cutting VAT on all building repair and
maintenance work from the present rate of 17.5 per
cent to 5 per cent would be expedient in ensuring
disused properties were returned to operation.

"The FMB welcomes any moves by the
government to bring empty buildings back
into use. Bringing empty buildings back into
beneficial use, in both town and country, is an
essential part of sustainable development and
improving people's quality of life," said Brian
Berry, director of external affairs at the FMB.

However, the organisation which represents
the interests of 13,000 UK builders argues that
more needs to be done.

"The 17.5 per cent rate of VAT is an
unacceptable brake on the regeneration and
re-use of vacant and under-used buildings,"
continued Mr Berry.

"It favours new build over re-use,énd therefore
greater use of finite resources like greenfield land
and minerals and higher carbon emissions. It
actively encourages neglect and decay."

New changes for

empty properties
came into force on April
1 this year, following
announcements in the
2007 Budget, with the
aim of encouraging the
return of derelict and

unused buildings ,,
to the market.

NEED MORE
INFORMATION?

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

CARRIED
AWAY WITH

DO ITYOURSELF

FAILURE TO CORRECTLY ESTIMATE THE
COST OF WORK PROVES EXPENSIVE

As many as one in four DIY projects are
completed at a cost substantially over its
original budget, according to the latest research
from Halifax Home Insurance.

According to the organisation Britons should
expect the unexpected when planning major
works on their homes, as DIY projects run an
average of £4,690 over budget.

As a result Brits spend around £10,320 on
each project on their properties and around
£4.7 billion more than they would initially have
planned.

It appears homeowners get carried away
when the work begins, with 53 per cent of
DIY enthusiasts blaming upgrading to higher
specification fixtures and fittings as the main
cause of budget overspends.

A further 20 per cent revealed building work
had unearthed further problems with a property
which had to be rectified as a result.

A similar number admitted they had simply
failed to correctly estimate the cost of the work.

Up to 9 per cent of improvers cited being
overcharged by workmen as the main reason
for exceeding budgets, while 4 per cent claimed

'

tradespeople had damaged their property.

"It's interesting to see that the major reason
for spiralling costs is often due to homeowners
adding extras to a project half way through.
Clearly it is all too easy to get carried away with
adding more expensive fixtures and fittings as
the project unfolds," said Martyn Foulds, senior
claims manager at Halifax Home Insurance.

"Before embarking on any home
improvement project, homeowners should
always check tradesmen have the appropriate
accreditations and references for their work.
Itis also critical that homeowners check that
all tradesmen they employ have adequate
insurance to cover for any damage caused to
their belongings."

Ifyou would like us to email a copy
of our electronic property magazine
to someone you know, please email
us with their details and we'll send
them a copy.
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KEY ANNOUNCEMENTS

UK growth forecast for 2008 has been reduced to between 1.75 per cent and 2.25 per cent,
compared to previous forecasts of between 2 per cent and 2.5 per cent.

.

Growth forecasts for 2009 are now set at

2 per cent to 2.5 per cent, a reduction on
2.5 per cent to 3 per cent expectations. For
2010, growth is forecast at 2.5 per cent to
3 per cent.

GDP will rise to between to 2.25 per cent
and 2.75 per cent in 2008.In 2009, GDP

will rise to between to 2.25 per cent and
2.75 per cent and in 2010 to between

2.25 per cent and 2.75 per cent.

The inflation target for CPI will remain at

2 per cent.

Borrowing will rise from £36 billion to

£43 billion in 2008, equal to 2.9 per cent of
national income.This will decline £23 billion,
or 1.3 per cent, by 2012-2013.

Borrowing will total £140 billion over the
next four years.

The current Budget deficit will be

£10 billion in deficitin 2008-2009. It is forecast
to decline to £4 billion in the following year
and is expected to return to a surplus in 2010-
2011 - a year later than was scheduled.

UK debt is now 36.6 per cent of GDP.Debt is
forecast to reach 38.5 per cent in 2008.
Public sector investment will reach £33
billion next year.

PUBLIC SPENDING

Public spending in next three years will
grow by 2.2 per cent.

The government will spend £2 billion more
on British troops in 2008 including

£900 million on equipment.

Schools to receive £200 million extra to
raise GCSE results. A £30 million fund will
be introduced to improve science studies.
By April 2010, all long-term recipients

of incapacity benefits will face work
assessments.

TAX AND NATIONAL INSURANCE

Changes to income tax from April. Basic rate
drops from 22 per cent to 20 per cent and
the 10 per cent band is abolished.

The upper earnings limit on national
insurance contributions increased from
£670 per week to £770 per week from April.
Non-domicile tax scheme implemented from
April, charging a fee to those in UK for more than
seven years who wish to retain non-domicile
status.There will be no further changes to the
regime in this parliament or the next.

Beer duty to increase by 4p per pint, wine
up 14p a bottle, cider up 3p a bottle and
spirits up 55p a bottle.

Tobacco duty increased by 11p per packet
of 20 cigarettes and 4p for five cigars.

An escalator was introduced by the
chancellor on alcohol duties which will

see charges increase by 2 per cent above
inflation for the next four years.

ENVIRONMENT

B Government is to take advice on whether the

carbon emissions reduction target can be
raised to 80 per cent by 2050.Climate change
levy increased in line with inflation from April.
Reform of the North Sea fiscal regime to
encourage investment.

“Carbon Budgets”to be issued alongside
regular Budgets from 2009.

Some £26m funding next year for the
Green Homes Service to help people
reduce the carbon output of their homes.
New non-domestic buildings to become
“carbon neutral”by 2019.

MOTORISTS

B Fuel duty will rise by 0.5p per litre

in 2010. A 2p increase in fuel duty is
deferred until October this year.
Reform to road tax planned for 2009.
Vehicle tax rates will depend on vehicle
emissions from 2010. Low-polluting
cars will pay no tax for the first year
from 2010.

First year car tax on so-called "gas
guzzler" vehicles will rise by £1,000.
Carbon emissions from vehicles to be
reduced from 130 grammes to

100 grammes per kilometre by 2020.
Road pricing could reduce congestion
and help environmental measures.
The government will invite tenders to
develop road pricing technology.

Charges on plastic bags may be
introduced next year if shops fail to reduce
their use on a voluntary basis.

Revenue from plane duty to rise by 10 per
cent.

New measures at Heathrow and other
airports to increase the use of biometric
technology to speed up air travel.

Energy companies to spend £150 million a
year on energy tariffs.

Five million customers on pre-payment
meters to be given a fairer deal. Legislation
will be introduced if necessary.
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EMPLOYMENT

E
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Public sector employment has fallen in the
past year. Private sector employment has
risen to record levels.

Some £60m to be spent over the next three
years to encourage people to enter work
and progress.

DUCATION
Government to spend £10m over the next
five years to create a new science fund for
teachers in secondary schools.
There will be an increase in the amount
of funding for adult training. Investment
of £200m in under performing schools
in an effort to improve GCSE grades by
2011.

PROPERTY

B Measures to keep mortgage rates low and
stable to include encouraging banks to offer
long-term fixed rate mortgages following
the turbulence in world credit markets.
Sites identified for 70,000 more new houses
in addition to the 40,000 already under
construction.

Some £8bn to be made available for
affordable housing.

Key workers and first-time buyers to be
able to borrow from new shared equity
schemes to provide up to half of the price
of new homes.

Stamp duty on shared ownership
homes will not be required until the
occupant owns 80 per cent of the
equity.

£8 billion in funds to be committed to
new, affordable and social housing.
Teachers, nurses and first-time buyers
can borrow money for shared equity
schemes, and the minimum stake has
been reduced from 75 per cent to 50
per cent.

Labour is seeking views on how
long-term fixed mortgages can help
first-time buyers to get on the housing
ladder.

All new offices, shops and other
commercial buildings are expected to
be zero carbon by 2019.

PENSIONS

B Fuel benefits for the over 60s rises from
£200 to £250 and for the over 80s rises
from £300 to £400.

TRANSPORT

B Funding for the Crossrail project in
London secured.

B Increased biometric measures to be
introduced at Heathrow to reduce airport
congestion.

B Government to set aside new funding to
encourage road pricing schemes.

B Aviation duty to increase by 10 per cent in
the second year of operation.

WELFARE

B Long-term recipients of sickness benefits to
attend “work capability assessments” from
April 2010.

B Government plans to reform council tax and
housing benefit.

B New contract to help parents into work

involving a commitment to find employment.

Benefits for working families will be boosted.

B Government to invest an extra £125 million
over three years to stop child poverty.

B From April 2009, child benefits will rise to
£20 for the first child. An extra £50 above
inflation will be added to child tax credit for
low and middle-income families.

B Government will work with energy companies
on a voluntary and statutory basis to help
low-income households meet fuel bills. The
government wants energy companies to triple
spending on social tariffs to £150m.

B Winter fuel payment up to £250 from £200
for over 60s and up to £400 from £300 for
the over 80s.

SAVINGS

B Government to launch the Saving Gateway,
a cash saving scheme for those on lower
incomes, will be introduced nationally, with
the first accounts available to savers in 2010.

B To encourage people to save money, the
government increased the ISA investment
limit to £7,200 from April with the amount
that can be held in cash rising to £3,600.

DEFENCE

B Chancellor expects to spend £2bn more
on defence, including £900m on new
equipment.

BUSINESS AND CORPORATION TAX

New flat rate capital gains tax charge of 18
per cent for individuals introduced from
April as previously announced, up from

10 per cent.

Small firms loan guarantee scheme
increased by £60m this year. Enterprise
management incentive tax relief scheme
increased from £100,000 to £120,000.
Government launches £12.5m fund for
female entrepreneurs.

Target for small and medium-sized
businesses to win 30 per cent of public
sector contracts in the next five years.

No further cut on corporation tax above
the 2 per cent reduction to 28 per cent
announced last year. Main corporation tax
rate falls from 30 per cent to 28 per cent
from April.

Small business corporation tax rate to rise to
21 per cent in 2008-2009 and 22 per cent in
the following year.

Government to go ahead with plans to
charge a levy, set at £30,000, for non-doms
in the UK who will not be charged on
offshore income.

An extra £60 million has been committed to
filling the UK“skills gap.”

Aims for small businesses to win 30 per cent
of public sector business.

Funds for loan guarantee scheme for small
businesses will be increased by £60 million.
Government will introduce a capital fund

of £12.5m to encourage more female
entrepreneurs.

The threshold for businesses to account for
VAT on a cash basis increases from £660,000
to £1.35 million from April.

NEED MORE
INFORMATION?

Please email or contact us with your
enquiry. If you would like us to email

a copy of our electronic property
magazine to someone you know,
please email us with their details
and we'll send them a copy.
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COUNCIL OF MORTGAGE LENDERS'
WELCOMES SOLUTION TO STRENGTHEN
THE MORTGAGE FUNDING MARKET

FURTHER CONSULTATION HOPED TO DELIVER EARLY PROGRESS

The Council of Mortgage Lenders' (CML) combined members together undertake around 98 per cent of all
residential mortgage lending in the UK. Responding to the chancellor Alistair Darlings first Budget, the CML
said that they welcomed the announcements of further consultation on market-led solutions to strengthen the
mortgage funding market, and hoped for early progress with active participation by the Bank of England.

They also commented that they were pleased
the government did not commit to particular
"gold standard" measures, that could have
been damaging.The working group designed
to bring forward proposals will report to

the chancellor in the summer with a view to
proposals in the Pre-Budget report.

It is a similar story of welcome measures but a
lack of apparent urgency on sale-and-leaseback
schemes, where the Financial Services Authority
and the Office of Fair Trading have been tasked

eSmartproperty APRIL/MAY/JUNE 2008

with undertaking a review of the operation of
such schemes, but where there is no timescale
for any measures to tighten up requirements on
those operating in this sector.

The CML commented that the modest
announcements relating to shared equity
schemes for key worker first-time buyers, while
potentially welcome are unlikely to provide any
short-term relief to affordability and entry costs
for first-time buyers to the housing market, where
a stamp duty reprieve would have done so.

Also welcomed by the CML is the
recognition of the problems facing the
mortgage-backed securities market, and the
need for market-led solutions. A spokesman

commented that “we look forward to working

with the Treasury to help ease mortgage
funding pressures this year, and to look
again at the ongoing market for low-cost
home-ownership and long-term fixed

rate mortgages for those niche groups of
borrowers who would benefit from them."

NEED MORE
INFORMATION?

Please email or contact
us with your enquiry.
If you would like us to
email a copy of our
electronic property
magazine to someone

| you know, please email

-

us with their details and &

we’ll send them a copy.
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While 20 years ago
lenders funded their
mortgages from savers'
deposits, the picture has

changed as a result ,,

of securitisation.

PROFITING FROM
PROPERTY

CAPITAL GAINS
TAX REFORM

One of the major announcements
delivered by the chancellor Alistair
Darling in his first Pre-Budget Report
was the proposal to dramatically
change Capital Gains Tax (CGT).
Taper Relief is to be abolished and
the benefits of indexation were
cancelled from 6 April 2008. A flat
CGT rate of 18 per cent will now
apply and relief will be available
for entrepreneurs selling their
businesses with the first £1,000,000
of gain being taxed at 10 per cent.
No changes were proposed for
private residences exemptions,
lettings relief, business holdover or
rollover relief, and losses brought
forward are still available as before.
Indexation was introduced as
a way of dealing with inflation to
ensure that only gains above the
rate of inflation were taxed.This
was available from March 1982 to
April 1998.Where assets were held
for the full period, an uplift of up to
105 per cent was given, reducing
the potential CGT considerably.

CHANCELLOR LOOKS
10 UNITE MORTGAGE

LENDERS AND
INVESTORS

AFFORDABLE 25-YEAR DEALS REQUIRED
TO REOPEN FUNDING MARKETS

In an attempt to ensure that "low and stable" mortgage rates are available to
home buyers, the chancellor Alistair Darling is trying to reopen funding markets
for mortgage lenders and persuade them to design "affordable” 25-year deals.

up mortgages and sell them on to other financial
firms, in turn raising fresh finance for mortgage deals.
This market has dried up in the wake of the US
sub-prime credit crisis, and Darling is trying to free
up financing again.

The government wants the industry to develop
a "gold standard" market for mortgage-backed
securities to give investors more confidence to buy
the repackaged mortgages. Although there had
been concern this would create a two-tier market,
encouraging people borrowing higher loans to value
or with poorer credit histories to pay more for their
home loans.

Darling also said he wanted to see "more flexible

Acknowledging that "uncertainty in the financial
markets is having an impact on mortgage lenders
here in the UK", Darling used his maiden Budget to
create a working party uniting the Treasury, the Bank
of England and the Financial Services Authority with
mortgage lenders and investors.

This immediately prompted concern that the
process would take too long, the working party is
not due to report back until the Pre-Budget report in
the autumn.

In a 95-page document accompanying the Budget
speech, the government admitted the shut-down
in the so-called securitisation markets that hurt
Northern Rock had also affected other mortgage

NEED MORE
INFORMATION?

Please email or contact
us with your enquiry.
If you would like us to

email a copy of our
electronic property
magazine to someone

lenders by raising the cost of financing new
mortgage deals.

While 20 years ago lenders funded their mortgages
from savers' deposits, the picture has changed as a
result of securitisation.This allows lenders to package

and affordable long-term fixed-rate mortgages for 10,
20 or even 25 years" and has launched a consultation
with the industry which will be concluded in time for
the Pre-Budget report.
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PROPERTY
OWNERSHIP TOP
PRIORITY FORUND

30-YEARS-OLD

THE DREAM MAY NOT BE TOTALLY UNREALISTIC

Property ownership is still among the top priorities for those under 30-years-olds
in the UK, according to research from Alliance & Leicester building society.

Despite growing concerns over
affordability for first-time buyers
in the market, with as many 57 per
cent of 18 to 29-year-olds citing
ownership of a property as a realistic
goal, by the time they reach 30.

"Reaching 30-years-old appears
to be a landmark age for many
people with it being set as a
deadline for some major life events,
like owning a property, getting
married or starting a family," said
Richard Taylor, head of mortgage
products at Alliance & Leicester.

"Being a home owner for the first
time is something most of us desire,
preferably earlier in life.Even in an
uncertain housing market we're
seeing those under the age of 30
feeling confident and optimistic
about the prospect of getting onto
the property ladder before they say
goodbye to their twenties."

The dream may not be totally
unrealistic either, with the Council

of Mortgage Lenders (CML) finding
earlier this year the average age of
a first-time buyer is 29-years-old.
However, this figure has been
consistently increasing for the last
decade, and is up from 28 and in
the late 1990's.
Further research from
Alliance & Leicester supports the
CML figures, finding two thirds (67
per cent) of its respondents bought

their first home before they were 30.

Alliance & Leicester research
also shows, before jumping onto
the property ladder, renting is the
option of choice for those living
away from home.

Renting with a partner prior to
owning a first property was seen as
a natural progression for half
(50 per cent) of 18 to 30-year-olds.

Getting married is also a key
with half (49 per cent) of
20-somethings citing it as a desire
before they reached 30.Having a

child is also high on the agenda,
with two in five (42 per cent)
wanting to start a family by the
time they reach 30.

"Those aiming to get onto the
property ladder need to do some
background work and consider
professional advice to establish
exactly what they can afford to
buy and to plan a budget in order
to manage their new monthly
mortgage payments," continued
Mr Taylor.

"With the results of our research
revealing many wanting to get
married and start a family by the
time they turn 30, the financial
aspect of purchasing a first home
becomes ever more critical.

"With all these goals being set
by people in their twenties, it is
increasingly important for those
thinking about buying their first
property to save for a deposit."
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LETTING A PROPERTY

PREPARE A PRE-TENANCY CHECKLIST

If you are letting a property for the first time it is

crucial that you know your rights and obligations,

health and safety regulations and the latest
legislation on handling your tenant's deposit. A
pre-tenancy checklist should help you make sure
you've ticked all the right boxes before you take
the next step in letting your property.These are
some important issues to consider:

B Update your insurance to take into account
that your property is going to be let.

M Get the requisite permission from your
mortgage lender (if applicable).

B Obtain approval from the council's planning
office (if you plan to make structural
alterations to the property or change the
property's use).

M Inform the council's Environmental Health
Department if you plan on letting as a House
in Multiple Occupation (HMO).

B Make sure all furniture and furnishings
comply with the latest fire regulations.

B Ensure that all gas appliances and

goldmine (¢

equipment have been serviced by a CORGI-
registered engineer and that safety records
are kept in a safe place.

B Make sure that all electrical wiring has been
checked and safety approved by a qualified
electrician.

M Inform the Council Tax department and
utility suppliers that the property will be let
(relevant if you plan on being a non-resident
of a self-contained property).

B Obtain references to make sure that your
tenant is suitable and has the ability to pay
their rent, making sure they have rented a
property without any major problems in the
past (if this is applicable).

M Secure the deposit which is usually between
one and two months’rent and held for the
duration of the tenancy. Legislation was
introduced to the Housing Act 2004 in April
2007 to help protect all parties with regard to
the return of deposits.

M The inventory is one of the most important
documents in the renting process and can
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often be the key in deciding how much of a
deposit the tenant will get back at the end of
the agreement.

M Since the late 1990’s, the Assured Shorthold

Tenancy agreement has been the most
common form of tenancy agreement and sets
out the duties of both tenant and landlord.
There is no minimum term specified either,
although the renter has the right to remain

in the property for at least six months. If the
fixed term is for three or more years, however,
a deed must be drawn up and a solicitor
employed to do so.

NEED MORE
INFORMATION?

Please email or contact us with your
enquiry. If you would like us to email

a copy of our electronic property
magazine to someone you know,
please email us with their details
and we'll send them a copy.
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