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INTRODUCTION
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This book in  the  Property  Education  Hub  educational  series  has  been written in association  with  Asset Academy  Alliance  (Asset Academy),  the  UK's most respected provider of professional training programmes.

Asset Academy and its associated network of industry experts and partners have a wealth of property investing knowledge. Asset Academy trainers and  customers derive from all ages and backgrounds and have over a decade's experience of working with new and existing investors from all over the world.

This book looks at Social Housing as a specialist buy to let strategy and the opportunities it offers to the investor. Some investors focus entirely on Social Housing, others use it as an alternative strategy that allows them to diversify within their portfolios. This book examines the ins and outs of Social Housing, its USP’s (Unique Selling Points) and explains how to find the right properties and prepare them for rental.

For more information and to give us any feedback on your reading experience please visit:
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CHAPTER ONE

SOCIAL HOUSING AND ITS BENEFITS TO THE INVESTOR
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Social Housing appeals to many investors as an income-focused, relatively hands-off strategy that gives the satisfaction of providing decent homes for people who might not otherwise be able to afford them.

What is it?

Social Housing offers homes for people on low incomes by councils (local authorities), housing associations, and other registered social landlords and by private investor landlords.

In investor terms, this means you buy a property, do it up to a required standard and lease it to a local authority for an agreed period (as an example). Or you let  it direct to tenants who receive Housing Benefit (HB).

As a buy to let option, Social Housing is by no means niche, considering that almost five million people claim benefits of some kind. Many of these  are working but receive top-ups.

There are different types of Social Housing. You might want to concentrate on family accommodation which is a strong, consistent and  reliable market.  Or there is also specialist provision, such as hostels, care homes, supported housing for vulnerable people, and bed and breakfast accommodation.

Social Housing is designed to prevent homelessness, insanitary dwellings and overcrowding. It helps people with mental and physical difficulties and those
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sleeping on the streets. As a landlord, you get the satisfaction of providing a decent home for someone who might not otherwise have one.

Social Housing is not new: the government has been involved in housing for almost a century, notably with the council house building booms after the world wars. The introduction of the Right To Buy scheme in 1980 saw 2.2 million homes sold and a reduction in the quality of the housing stock. This has left an acute and growing need for Social Housing – which is where the private investor comes in.

So why invest in Social Housing?

Investors get into Social Housing to make money and also to make a difference. Housing is a basic need for everyone, no matter how low their income, making this a good strategy for the long term. Providing decent homes can also reduce crime and improve health levels.

Compared to other businesses, Social Housing can be a fairly hands-off strategy. But it also has its challenges that you need to be aware of. In this book we discuss these challenges and ways of managing both the good and the less appealing aspects of Social Housing Investment.

How does it work?

There are around 450 Local Authorities (LAs) and 1800 Housing Associations (HAs) in the UK. These cannot supply enough housing to meet demand (there are around 1.85 million people on the waiting list) and so they turn to the private sector, creating an opportunity for the investor.

Let’s be clear about this: as a Social Housing landlord you will receive rents at around the market rate or even higher in some areas – especially where there is urban regeneration. It is the LA/HA who subsidise the tenant’s payments.
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One of the great attractions of Social Housing is that in some areas the LA/HA may offer to guarantee rent payments whether the property is occupied or not, for a period of three to five years. Yes, that’s right – guaranteed rent with no management fees, which can be an excellent deal (keeping down costly void periods).

Demand

Demand for Social Housing is strong and increasing. The mortgage drought and stricter lending criteria have made it harder for people to buy their own homes. Market rents are rising and in areas such as London many key workers are priced out. With a growing UK population, a trend towards smaller households and increased mobility, not enough new homes are being built to keep up with demand. In an economic downturn demand for Social Housing rises, making this a recession-proof investment strategy.

Government policy is key to Social Housing. After the 1988 Housing Act which brought in ASTs (Assured Shorthold Tenancies) many new HAs were formed – both non-profit and for profit. These use government grants of a 25% deposit  plus good interest rates to buy property on the market. They repay the government via their rents. HAs regularly sell off old stock, usually after 10  years.

Tip: buy old HA stock (usually at auction) and then lease these back to the HAs after upgrading them. However, watch out for some auction clauses which specify you have to live in the property yourself.

Where to buy

Look for areas where there is high demand for Social Housing. Urban areas are best in this respect. Before you buy, check demand by calling the local authority or searching their website. Look for a mixed community – LAs like to disperse Social Housing tenants so that they live among working people. By doing so, the
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government wants to encourage tenants to aspire for more for both themselves and their children. The days of huge council blocks are over – it is not a good idea to buy your Social Housing property on a sink estate. Remember your exit strategies. Ask yourself if the property can also be rented to professionals? Will you be able to sell it?

If you are looking to buy family accommodation, make sure it’s close to schools. Once their children have started to attend the local primary the family may well remain in your property for years, minimising voids and refurb costs. It should also have good transport links. Watch out for safety aspects. Would you want to return home alone on a dark night? Look for street fronted properties.

The amount of rent you receive for Social Housing is area-dependent. The country is divided into BRMAs (Broad Rental Market Areas) and the rent the tenant pays is determined accordingly. The Local Housing Allowance (LHA) is basically a method of calculating the rate of Housing Benefit payable to the landlord and this varies according to area.

For example, in 2013 the weekly LHA rate for a three-bedroom property in Central London was £347.48 a week while in Hull it was £103.85. Within each BMRA the rental level is averaged out. You can check rates on www.voa.gov.uk

Tip: for rental uplift look for BRMAs which include both poorer and more affluent areas.

When buying, remember that Social Housing is an income-focused strategy. Your task is to find the right area in terms of demand - the Social Housing ‘hot spot’ and buy the right property at the right price. Ask yourself if this property will give you an income today. You may need to spend a lot of time on research but it will pay off in the end.
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What about the Cons?

As in every investment strategy, there are potential problems in Social Housing:-

––––––––
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1)  Red tape – Each council works differently and it can be very time-consuming, not to mention frustrating, searching for the person who can give you the information you’re looking for. In some areas landlords have to be licensed (and we would always recommend that you register yourself as a landlord). While a framework is necessary to maintain standards and eliminate rogues, the regulations can be frustratingly complicated. Patience and persistence do pay off.

Tip: it helps to join a landlords’ association (either the National Landlords’ Association or the Residential Landlords’ Association) who will keep you up to date with changing legislation and help address any legal issues you might face.

2) Some flat leases state ‘no housing benefit tenants’. Understand what you are buying and always read the small print.

3)  Insurance - some policies preclude this type of tenant. Engage an insurance broker who understands the market. You don















	Option One - buy, do up and lease to a LA/HA or contracted agent

	Option Two – buy, do up and rent to housing benefit tenants, either through an LA scheme, direct to the tenant or via a specialist agent





	Lower entry and running costs - you don't have to do the property up to a very high standard, so long as you adhere to rulings set by the LA/HA

	Rents are guaranteed whether or not the property is occupied

	Rents are sometimes higher than the open market

	The property is managed by the LA/HA with no fees to the landlord

	Near zero voids (on average, the normal buy to let void period is six weeks per year)

	No re-let costs

	Fewer refurbs needed as the tenant stays longer

	Vacant possession is guaranteed. You don't have to serve notice

	Your property is handed back in the same condition, minus wear and tear
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