HELLO
LONDON’S
LANDLORDS
PROSPECTS
FOR THE
FUTURE
With the recent relaxation of pension rules freeing up access to funds,
we expect more investors to be utilising their pensions for buy-to-let.
Indeed, recent research from Direct Line for Business indicates that
32% of people with a pension would instead consider investing in a
buy-to-let. As well as providing an alternative income and potential
for capital growth, the property is transferable to family on death,
unlike many annuities.*
In addition to the pension changes, London’s climate is providing
favourable prospects for buy-to-let from jobs to transport infrastructure,
population growth and a shortage of property. This latest publication of
London Buy-To-Let; The Investment Guide summaries the current
climate for London residential investment. You might also be interested
in our Buy-To-Let London Review, published every quarter. Topics
include: London rents in detail, mortgage trends, returns, arrears and
voids. Buy-To-Let London Review looks at the whole of the London
market, and includes data from ludlowthompson’s own research and
analysis of leading property portals and latest favourable interest rates.
Download the PDF format for free at...
http://www.ludlowthompson.com/buytolet/london_review/
Stephen Ludlow
Executive Chairman
*Subject to IHT
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A strong track record and promising prospects
–
A new flexible climate for pensions. From April 2015, investors with
a pension now have more options to access funds upon retirement
Up to 25% as a tax free sum
Freedom to cash in the remaining 75% (taxable) immediately or in lump sums.
Investing in property has proved to be a generally secure and appreciating
asset which can be passed onto family upon death*. Some forms of annuity
mean that the pension payments cease when the recipient died so the value
of the pension pot can be lost should you die within a few years of retiring.

•
•
•
•

Unrivalled market opportunity
–
Targeting key locations within Greater London’s commuter network.
Limited supply of residential property in London.
Demographic changes are driving London rental demand.
Significant capital investment is improving London’s transport links.

•
•
•
•

Backed by London’s Letting Agent
–
20-plus year’s track record providing fully managed service.
40,000-plus tenancies arranged, an enviable track record.
Annual rent collection of approximately £35m.
Expertise in the target geographies and among tenant demographic.

Attractive yields & returns
–
• Acquisitions identified on an average gross rental yield of 4.5-5.5% per annum.
• Knowledgeable stock selection will support potential for capital appreciation.
• Ongoing active management to enhance rental return and capital appreciation.
*Subject to IHD
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DEMOGRAPHIC
CHANGES DRIVING
RENTAL DEMANDS
Unprecedented population growth in London
–
• Forecast for the capital’s population growth;
8.4 million in 2013 to 9 million by 2020.
Source Mayors London Housing Strategy 2013

London’s population growth
2013 – 2020

8,400,000

9,000,000

2013

2020

Employment Growth
–
• Increased labour mobility increasing demand for
rental accommodation among workers.
• Over 300,000 new jobs in London by 2020.
Source Great London Authority

Source Centre for Economics and Business Research
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London – UK
• Earnings growth of tenant demographic
• Recently announced above inflation minimum
wage increase
• London’s economy is set to expand by 15% over
the next 5 years to 2019.
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Economic Growth
–
• Median Hourly Earnings 2012;
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Regional employment growth
2007 – 2014
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• An improving economy will stimulate job creation, 		
particularly for London, increasing demand
for accommodation.
• The London population grew by 800,000
from 2000-2012. Source The Economist
During this period ludlowthompson saw an annual
increase in rents of 3 to 4% (2000-2013), matching
the consumer price index and wage inflation.
This suggests that rents grow as population grows;
the GLA believe that population growth will increase
by 11% by 2023.

SUPPLY
& DEMAND

Housing affordability
Percentage of residence unable to buy in
their local or neighbouring borough
–
60-70%
50-60%
40-50%
30-40%

THE CAUSE
–

20.7%

house price growth in London in 2014 compared
to 9.6% for England and Wales as a whole.
Source Halifax House price Index

• Significant growth in the number of households renting.
• Rising house prices relative to earnings (housing
affordability), particularly prevalent in London.
• House price growth forecast to continue, particularly
around key areas within the London commuter network.
• London is under supplied for property stock.
The London Mayor targeted 42,000 new build
completions 2013-2014. The actual number fell
short by more than 35% at 26,230.

Property stock
New homes in London
Source ONS

THE EFFECT
–

4%

increase p.a. 2003 – 2014 in London rents.
• Over the past 10 years historical rental growth has
exceeded inflation.
• Wage growth and structural drivers support continued
real rental growth.
• Surveys by Oxford Economics and National Housing
Federation forecast a double digit percentage growth
in rents to 2020.
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42,000
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THE
TRANSPORT
REVOLUTION
£1bn a year of capital funding for Transport
For London for future projects including
–
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MEANS
IMPROVED
YEILDS

Overground Extension
–
• 25% more capacity in 2015
• 28% more stations
• Since 2009 the overground has seen 82%
increase in the distance passengers travel
Source Transport for London – Fit for the Future

DLR Improvements
–
• Double tracking the line: affords 1,100 more
journeys per hour Stratford - Canary Wharf in 2015.
• By 2022 extra carriages will result in more trains
and double the frequency. 3,300 extra passengers
per hour (100% more capacity to Beckton).
Source Transport for London – Fit for the Future

Crossrail
–
• Bringing an additional 1.5 million people within
45 minutes commuting distance of central London.
This will help investors by;
• Reduced commute times between key target locations
and central London employment markets.
• Potential to improve rents and yields in Outer Zones.
Cycle super highways
–
• Properties located close to the Mayors Cycle
superhighways could see a surge in demand
from those who commute by bike.
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OUR
CREDENTIALS

London market covereage
Where our offices trade
–
Marjority target properties
Significant target properties
Minority target properties
Outside target market

Tenants
–

03
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40,000+

tenancies arranged, an enviable track record.
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9,500+
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lettings viewing request in 2014 – 24/7 Priority Bookings arranged

07

6,000+

08
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applications from potential tenants generated every year by each office (2014).

600,000+

09

tenant database to market to.
Sending 1 million emails & 10,000 texts each month.
• The database of our target demographic ensures we
achieve the best rent and minimise the void periods.
Landlords
–
• 2,500 current landlord clients.
• As you would expect we have the database and knowledge as well as years
of experience that ensures we achieve maximum performance.

Industry beating rental arrears
Well below the market average

Industry beating void periods
Well below the market average

SOURCE ARTA / LUDLOWTHOMPSON DATA JUNE 2014

SOURCE ARTA / LUDLOWTHOMPSON DATA BASED ON 12-MONTHS BEFORE JUNE 2014

Offices in key locations
–
Our offices are located in prime areas within London’s commuter network.
This allows us to identify key hotspots for investment through local knowledge.
Industry pioneers
–
• With our industry beating low rental arrears and virtually zero void periods
we have consistently outperformed the market providing investors with
minimum risk and maximum income.
• 99% of our properties are occupied.
• Record-low industry arrears – less than 2%

MARKET AVERAGE
22 DAYS

MARKET AVERAGE
7.8%

ludlowthompson
> 2.0%

ludlowthompson
5 DAYS

OUR
SERVICES
A traditional letting agency with real time services such as accessing
all documents and viewing feedback via the online ’My Account’
feature - as well as offering Rental and Legal Warranty options.
–

•
•
•
•
•
•
•
•
•

Rent Collection
–
Advertise property online and conduct viewings
Organise tenant reference and contracts
Oversee tenant move-in
Collect rent and pay Landlord by BACS
Online portfolio management
Check-in and check-out management with photographic report
Management of deposit
Serving and interpreting of legal notices
Legal and rental warranty

•
•
•
•

Full Management
–
Rent collection service
Handle all tenant enquiries giving the Landlord complete anonymity
Provide a full maintenance service with qualified and certified contractors
Conduct regular property inspectors and reports

•
•
•
•
•
•
•
•

Rental Protection
–
We effectively become your tenant
Protected property, with Rental & Legal Expense Warranty
No fees or commission
Any legal fees to ensure possession covered by us
Property condition is maintained by us
Financial stability
No void periods
No set up cost

COMPLETE
MANAGEMENT
–
THE AFFORDABLE MUST-HAVE
Once your property is let, the work does not stop there. Today’s tenants can be
quite demanding, expecting maximum value for their rental. Whether it is a
fridge failure or a leaking shower, you can be sure the tenant will demand a
swift repair – however inconvenient the moment may be for you.
As a Landlord you need to meet your legal obligations to the Tenant. You will
want to avoid tenants stopping paying the rent because of delayed repairs; under
the Landand & Tenants Act (1985) there are certain areas where tenants may be
able to withhold rental payments. For us, property management is not a side-line:
we have over 20 years experience and a dedicated in-house team based at HQ
Apex House – providing complete reassurance for our Landlords.
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AT A GLANCE
INVESTMENT
CLIMATE
FOR LONDON
BUY-TO-LET
–
• From April 2015, investors with a pension
now have more options to access funds upon
retirement: 25% tax free and the rest of the
funds taxable at marginal rate.
• A limited supply of residential property
in London.
• Demographic changes are driving London
rental demand.
• Significant capital investment is improving 		
London’s transport links. £1bn a year of
capital funding for Transport For London for
Overground Extension, DLR improvements,
Crossrail bringing an additional 1.5 million
people within 45 minutes commuting
distance of central London.
• Attractive yields and returns, on average
gross rental yields of 5-6% per annum.
• Unprecedented population growth in London
• Employment growth: over 300,000 new jobs
in London by 2020.
• Economic growth: is set to expand in London
by 15% over the next 5 years to 2019.

THE
INVESTMENTS

SE22
SW17

CASE STUDIES
Recent investments acquired
for ludlowthompson clients
–

6%
•
•
•
•

average annual price rise over the past five years.
SW17 – Two Bedroom, Terraced House
Secured below guide price
10 minutes walk to tube – ideal for tenants
Close to local hospital – high staff numbers and
turnover ensures a busy lettings market thus
minimising void periods
–

7%
•
•
•
•

average annual price rise over the past five years.
SE22 – Two Bedroom, Purpose Built Flat
Secured below guide price
Close to station – 15 minutes journey to London Bridge
Great local community and amenities,
attracts multiple, high quality tenants

THE
INVESTOR
–
“Having recently sold my business I was looking at options for a retirement
fund. I decided that investing in London property was something I wanted to
do, so I contacted Ludlow Thompson. The service I have received has been
exemplary. Ludlow Thompson’s Investment Manager met with me, discussed
and understood my requirements;. We identified two areas of London in
which to invest and I now have two buy-to-let properties with the
combination of yield and potential capital growth I was looking for.”
–
Mr Gary Wyatt

LONDON
BUY-TO-LET;
THE
INVESTMENT
GUIDE
IS PRODUCED BY
ludlowthompson –
LONDON’S
LETTING AGENT
MANAGING
MORE THAN
40,000 TENANTS
OVER 20-YEARS.
Disclaimer
Buy-to-let is not regulated by the FSA.
This publication is for information only
and does not constitute investment advice.
Investments can go up as well as down.
This publication is not advice and nor can
it take account of your own particular
circumstances. Financial advice must always
be sought from a professional financial
adviser. Your home may be repossessed
if you do not keep up repayments on your
mortgage. The Financial Services Authority
does not regulate some forms of mortgage.

WHAT’S
IMPORTANT
TO YOU
–
IS IMPORTANT
TO US
–
PERFORMANCE,
COMMUNICATION
& TRUST

