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This book in the UK Property Network series has been written in association with UK Property Network, the UK's fastest growing property networking organisation.




This book in the UK Property Network series looks at buy to let and the opportunities it offers the investor. While starting out in property investment is exciting it can also feel daunting. Many experienced investors admit to feeling fear when they began their journey – it’s normal! The beginner is faced with a multitude of questions such as where to buy, how to find the deals, how to refurbish, how to take cash out of the property, how to find tenants, how to manage the tenancy and so on. The good news is that training will provide answers to all these questions and more. Acquiring an education in property will give you the confidence to overcome any doubts and fears you may have – this book is designed to get you off to a head start!




For more information on how UK Property Network can help you, please visit



https://ukpropertyliveonline.com/
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CHAPTER ONE GETTING STARTED
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Buy to let is an investment strategy where you buy properties and then rent them out. In other words, you become a landlord. Traditionally in this country a small number of landlords owned a lot of property – in 1900 about 90% of homes were rented. As ownership became affordable that figure fell. Today around 33% of homes are rented and in the current unstable housing market the percentage of renters is growing.




Fifty years ago buy to let was more or less a free for all. Few or no regulations in place allowed unscrupulous landlords to use terror tactics to evict tenants. As a result being a landlord acquired a stigma. The biggest change came with the 1988 Housing Act. This curtailed landlords’ powers but at the same time made it very hard to move tenants out of properties. In 1996 the Housing Act added sections 8 and 21 which allowed landlords to get properties back relatively quickly. The regulations were updated in 2004 with a raft of safety and protection measures. Remember - you as an investor have to comply with anything that is part of the Housing Act.




Many investors start their portfolios by buying a number of relatively inexpensive properties and renting these out to generate a cashflow. By creating an element of safety in this way, buy to let can form the financial underpinning of a business that includes larger deals involving greater risk. We could view this type of portfolio as a pyramid constructed in three layers. At the base you have several buy to lets - perhaps these are two and three bedroom terraces or semis. In the middle layer of the pyramid there could be houses of multiple occupation (HMOs), while at the peak you have land development and commercial deals. The advantage of buy to lets then, is that they build a solid foundation to your property portfolio.
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You need to base your strategy on knowing your market and who you are letting to. Will your tenants be professionals, families, students (multi-lets), local housing allowance (LHA) recipients or corporate? The type of tenant you attract will depend on location.




Where will you invest?

It is important to understand that buy to let usually only works with properties that cost less than £100,000. Above that figure rents do not increase at the same rate as property values, making it hard to get enough cashflow – look for a figure of around £150 and upwards per month after remortgaging.




To start off, do some online research. You will need at least two exit strategies so check both sale prices and rentals and do your calculations. First go to Rightmove and select five UK towns and cities in the Midlands, the North, Wales or Scotland. The town should have at least 80 two or three bed properties on sale for under £100,000.




‘Money in, money out’

For example, you find a three bed terrace on the market ‘in need of updating’ for

£75,000. Check nethouseprices.com for similar terraces in the street. Let’s say you find three that have recently sold for around £100,000. This means that if you do the property up you could revalue at £100,000 and remortgage to pull out

£75,000. You calculate your refurb costs will be £10,000 and you allow £5,000 for fees. Therefore in order to take all your money back out the maximum offer on the property will be £60,000 (£75,000 - £10,000 - £5,000).




Buy for cashflow

Check rental figures in the area. Look at similar houses, see what they are renting for and on the basis of these figures do the cashflow calculation. Let’s assume you find the average rent for three beds is £625.  On a 75% LTV
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mortgage @ 6% interest you would pay £45,000 x 6% ÷ 12 = £225 monthly interest. Add to this the agent’s fees (if you use one) @ 10% = £62.50. You will also have monthly operating expenses (MOE) such as insurance and repairs @ 10% = £62.50. Therefore in total your monthly costs for the first 6 months until you remortgage will be £225 + £62.50 + £62.50 = £350. £625 - £350 gives you a monthly cashflow of £275.




After 6 months you remortgage at 75% LTV. You are now paying £75,000 x 6%

÷ 12 = £375 monthly interest. Agent’s fees plus MOE = £125. Your monthly cashflow is now £625 - £500 = £125.




Do these cashflow calculations for your different areas and find the one that works best. Book a week off work and travel there. Be creative in your property search. Use estate agents, letting agents, goldmine ads, leaflet drops, car wraps, websites such as Rightmove and Gumtree, networking events, the council's empty homes office, sourcing agents and auctions. Walk the streets, talk to neighbours, and attend landlord forums. Offer a finder’s fee. Pursue as many of these avenues as you can to generate people’s interest in supplying you with the type of properties you want to buy. Have a hunting brief with you giving your contact details and the types of property you are looking for.




View properties and do a cashflow calculation on each one. Based on your figures start making offers. Put these into a database – use a spreadsheet for this. If you are buying in Scotland once you have made an offer it is legally binding, so be careful how you phrase your negotiations. You should have 40 offers out at any one time. Keep the offers on your database until the properties have sold. Review your offers and call the vendor or agent every month to let them know the offer is still there.
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If you get an acceptance straight away you have probably offered too much! A rejection only means ‘no’ right now. Go through your database and call in a month’s time to remind the vendor that you are still in the market at that figure.

Remember – you make money when you buy. You need to make the figures work for you and keep emotion out of it. You may have fallen in love with a charming cottage at the end of a lane but if there is little rental demand in that area or if the numbers do not work for cashflow the property will not fit your strategy and you
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