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HOW AFFORDABLE IS PROPERTY FOR
AVERAGE WORKING FAMILIES IN SIDCUP?

The simple fact is we are not building enough properties. If the
supply of new properties is limited and demand continues to
soar with heightened divorce rates, i.e. one household
becoming two, people living longer and continued
immigration, this means the values of those existing properties
continues to remain high and out of reach for a lot of people,
especially the blue collar working families of Sidcup.

Looking at some recent statistics released by the Government,
the ratio of the lower quartile house prices to lower quartile
gross annual salaries in Bexley London Borough Council has
hit 12.49 to 1.

What does that mean exactly and why does it matter to
Sidcup landlords and homeowners?

If we ordered every property in the Bexley London Borough
Council area by the value of those properties, the average
value of the lower quartile properties (i.e. lowest 25%) would
be £273,000. If we then did the same, and ordered everyone’s
salary in the same council area, the average of the lowest
quartile (lowest 25%), the average salary of the lowest 25% is
£21,852 pa, thus dividing one with the other, we get the ratio
of 12.49 to 1.

Assuming there is one wage earner in the house, the chances
of a Sidcup working family being able to afford to buy their
own home, when it’s over twelve times their annual salary, is
very slim indeed. The existing affordability crisis of people
wanting to buy their own home is the unavoidable outcome of
the decade on decade failure to build enough homes to keep
up with demand. Nevertheless, improving affordability is not a
case of just constructing more homes. Bexley London
Borough Council needs to ensure more properties are not only
built, but built in the right locations and of the right type and at
the right price to ensure the needs of these lower income
working families are met, because at the moment, they
presently have few options apart from the private rental sector.

Looking at the historic nature of the ratio, it can clearly be
seen in the graph below that this has been an issue since the
early to mid 2000’s.

However, if one looks at the historic data, those on the bottom
rung of the ladder (those in the lower quartile of wage earners)
used to be housed by the local authority instead of buying.
However, the vast majority of council houses were sold off in
the 1980’s, meaning there are much fewer council houses
today to house this generation.

Many of the lower quartile working class families were given a
lifeline to buy their own homes in middle 2000’s, with 100%
mortgages, but the with the credit crunch in 2009, that rug (of
100% mortgages) was rudely pulled from under their feet. You
see it is cheaper to buy than rent … it’s the finding of the 5%
deposit that is the challenging issue for these Sidcup working
class families. So unless the Government allow 100%
mortgages back, the fact is, demand for rental properties will
outstrip supply.

In the long term, to alleviate that, I would suggest the Sidcup
community hold their local politicians at Bexley London
Borough Council to account for the actions they could take to
ensure the affordability of housing and the extent to which
they work with private developers and housing associations
and aggressively use the planning tools at their disposal to
safeguard the local community getting the new households we
need. Bexley London Borough Council could make certain
parcels of residential building land for private rented
development only, eliminating the opportunity of the land
being bought to develop large executive homes, which do not
solve the current problem.

Yet in the short term, all this means is demand for rental
properties will continue to grow, keeping Sidcup house prices
high and Sidcup rents high.
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370 SIDCUP LANDLORDS PLAN TO
EXPAND THEIR BUY TO LET PORTFOLIOS

For more Sidcup Property News visit: www.sidcuppropertyblog.co.uk

A noteworthy number of buy to let landlords in Britain plan to buy more
properties over the next year notwithstanding the frustrations, challenges
and seismic changes in the private rented sector. According to Aldermore,
the specialist Buy To Let lender, their research shows around 41% of
portfolio buy to let landlord’s objective is to grow their buy to let portfolio
(Portfolio landlords are landlords that own more than one property).

So, I thought, “Are Sidcup landlords feeling the same?” If so, if these
numbers were applied to the Sidcup private rental market, what sort effect
would it have on the Sidcup property market as whole?

Talking to the landlords I deal with, most are feeling quite optimistic about
the future of the Sidcup rental market and the prospect it presents
notwithstanding the doom and gloom prophecies that the property market
will shrink. Many of those landlords who are looking to enlarge their portfolio
are doing so because they still see the Sidcup rental market as a decent
investment opportunity.

With top of the range Bank and Building Society Savings Accounts only
reaching 1.5% a year, the rollercoaster ride of Crypto currency and the yo-
yoing of the Stock Market, the simple fact is, with rental yields in Sidcup far
outstripping current savings rates, the short term prospect of a minor drop
in property prices isn’t putting off Sidcup landlords.

The art to buying a Sidcup buy to let investment is to buy the profit on
the purchase price, not the anticipation of the future sale price.

No matter what the historical economy has thrown at us, with the global
meltdown in 2008/9, dotcom crash of 2000, ERM in 1992, the three day
week, oil crisis and hyperinflation in the 1970’s (the list goes on) … the
housing market has always bounced back stronger in the long term. That’s
the point … long term. Investing in buy to let is a long-term strategy. The
simple fact is, over the long term with the increasing demand for rental
properties, predominantly among Millennials as many cannot afford to get
on the property ladder, and with councils not building enough properties of

any kind, many youngsters are having to resort the private rental market for
their accommodation needs.

So, what of the numbers involved in Sidcup?

There are 414 landlords that own just one buy to let (BTL) property in Sidcup
(or DA14 & DA15 to be precise) and 902 Sidcup landlords, who are portfolio
landlords. Between those 902 Sidcup portfolio BTL landlords, they own a
total of 1,892 Sidcup BTL properties and they can be split down into the
size of landlord portfolio in the graph below….

If I apply the Aldermore figures that means 370 Sidcup landlords have plans
to expand their BTL portfolio in the coming year or so.

However, the Aldermore Research also showed that 8% of private landlords
intended to reduce the number of properties they own. They put this down
to continuing Government intervention in the housing market (as many
landlords mentioned too many limitations and higher taxation) while some
believed that tenants are excessively protected to the disadvantage of the
landlord.

I would say there is no repudiating that the buy to let market has taken a bit
of a beating, thanks to a plethora of Government regulation, new mortgage
underwriting rules in 2014 and George Osborne’s tax changes. Yet there still
remains an overall consciousness of optimism among the vast majority of
Sidcup buy to let landlords. Despite these latest changes, many landlords
still view buy to let as a good investment, as long as you buy right and
expand your portfolio taking into account the second rule of buy to let …
assess your position on the ‘buy to let seesaw’ of capital growth and yield.

If you want to buy right and assess your own portfolio on the yield/capital
growth seesaw … drop me a note. I don’t bite and the opinion I give,
whether you are landlord of mine or not as the case may be, is given freely,
without obligation or cost. The choice is yours. Thank you for reading this
article. To read others, please visit my Sidcup Property Blog.
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Current Average Asking Prices in Sidcup

data from zoopla.co.uk using current properties being marketed

FLAT
£224,285

FLAT
£293,262

HOUSE
£354,769

HOUSE
£436,606

HOUSE
£614,760
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It’s been nearly 18 months since Sajid Javid, the Tory Government’s Housing
Minister published the White Paper “Fixing the Broken UK Housing Market”,
meanwhile Sidcup property values continue to rise at 4.3% (year on year for
the council area) and the number of new homes being constructed locally
bumps along at a snail’s pace, creating a potential perfect storm for those
looking to buy and sell.

The White Paper is important for the UK and Sidcup people, as it will ensure
we have long-term stability and longevity in property market as whole.
Sidcup home-owners and Sidcup landlords need to be aware of these issues
in the report to ensure they don’t lose out and ensure the local housing
market is fit for purpose. The White Paper wanted more homes to be built in
the next couple of decades, so it might seem counter-intuitive for existing
home-owners and landlords to encourage more homes to be built and a
change in the direction of housing provision – as this would appear to have a
negative effect on their own property.

Yet the country needs a diversified and fluid property market to allow the
economy as whole to grow and flourish … which in turn will be a greater
influence on whether prices go up or down in the long term. I am sure every
homeowner or landlord in Sidcup doesn’t want another housing crisis like we
had in 1974, 1988 and most recently in 2008.

Now, as Sajid Javid has moved on to the Home Secretary role, the 17th
Housing Minister in 20 years (poisoned chalice or journeyman’s cabinet post)
James Brokenshire has been given the task of making this White Paper come
alive. The White Paper had a well-defined notion of what the issues were.

The first of the four points brought up was to give local authorities powers to
speed up house building and ensure developers complete new homes on
time. Secondly, statutory methods demanding local authorities and builders
build at higher densities (i.e. more houses per hectare) where appropriate.
The other two points were incentives for smaller builders to take a larger
share of the new homes market and help for people renting.

However, lets go back to the two initial points of planning and density.

(1) Planning
For planning to work, we need a robust Planning Dept. Looking at data from
the Local Government’s Association, in Bexley, the council is below the

regional average, only spending £34.35 per person for the Planning Authority,
compared the regional average of £45.52 per head – which will mean the
planning department will be hard pressed to meet those targets.

Also, 73% of planning applications are decided within the statutory 8-week
initial period, below the regional average of 85% (see the graph below).  I am
slightly disappointed with the numbers for our local authority when it comes
to the planning and the budget allowed by our Politician to this vital service.

(2) Density of Population
38.3 people live in every hectare (or 2.471 acres) in Bexley
It won’t surprise you that 231,845 of 231,997 Bexley residents live in the
urban conurbations of the authority, giving a density of 39.3 people per
hectare (again – much lower than I initially thought), whilst the villages have a
density of 1.0 people per hectare.

I would agree with the Governments’ ambition to make more efficient use of
land and avoid building homes at low densities where there is a shortage of
land for meeting identified housing needs, ensuring that the density and form
of development reflect the character, accessibility and infrastructure.

It’s all very good building lots of houses – but we need the infrastructure to
go with it.

Talking to a lot of Sidcup people, their biggest fear of all this building is a lack
of infrastructure for those extra houses (the extra roads, doctors surgeries,
schools etc.). I know most Sidcup homeowners and landlords want more
houses to be built to house their family and friends … but irrespective of the
density … it’s the infrastructure that goes with the housing that is just as
important … and this is where I think the White Paper failed to go as far as I
feel it should have done.

Interesting times ahead I believe!
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Current Average Asking Rents in Sidcup

data from zoopla.co.uk using current properties being marketed

FLAT
£960pcm

FLAT
£1,157pcm

HOUSE
£1,275pcm

HOUSE
£1,200pcm

HOUSE
£1,650pcm

SIDCUP PROPERTY VALUES 4.3% HIGHER THAN
YEAR AGO – WHAT’S THE PLAN TO FIX THE
SIDCUP PROPERTY MARKET?




