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SIDCUP ‘HOME OWNING’ MOVERS
AND SHAKERS IN 2018
It’s now commonly agreed amongst economists and the
general public that the dramatic rise in Sidcup property
prices of the last six years has come to an end.
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Read the National newspapers, and they talk of doom
and gloom in the British housing market with such things
as strained buyer affordability (as property prices have
increased over the past six years at a far faster pace than
average salaries), a lack of new properties being built
and the Brexit uncertainties over the last two and half
years being blamed for the slow down – yet in the last
12 months, people have still been moving, buying and
selling in Sidcup at levels similar to the last six years –
something tells me we have a case of ‘bad news selling
newspapers’.
So instead, let me share with you what, exactly, is
happening in the Sidcup property market, and more
specifically, who is moving and why in Sidcup. The
majority of sales in Sidcup during the last twelve months
were semi-detached properties, selling for an average
price of £470,550. Terraced properties sold for an
average of £367,850, with flats fetching £265,450.
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In Sidcup, in the homeowner sector in 2018 (i.e. owner
occupation), 257 households moved within the tenure
(i.e. sold the home they owned and bought another one)
and 50 new households were created (i.e. they moved
from living with family/friends and bought their first home
without privately renting).

What does this mean for Sidcup buy to let landlords?
Well looking at the graph, it appears bad news for
landlords. There were 120 households that moved into
the home owning (owner occupation) tenure from the
private rented sector, whilst on the other side of the coin,
94 Sidcup households moved to the private rented
sector from owner occupation … which appears on the
face of it, a reduction in the private sector.

My research has calculated that in 2018, an
additional 125 new households in the Sidcup
private rental sector were created
…and it will continue to grow at those levels for the
foreseeable future.
I have one final thought and opportunity for you Sidcup
property investors. 62 owner occupied households in
Sidcup sold in last year where the homeowners had
passed away. These properties can be a potential
goldmine and offer great returns. The reason being is
some members of the older generation who have owned
these homes for decades have spent money on high
capital items (double glazing / central heating etc.) but
not spent money on more superficial low-ticket items
such as up to date carpets, kitchen, bathroom and
decorating (vital if you want to sell your property for top
dollar). These properties can often be bought cheaply
because most buyers can’t see past the avocado or
brown bathroom suite from the 1970’s and the dated
decor, so if you were to buy wisely and do the works,
you could sell it on for a healthy profit.
So, whatever is happening in the world with Brexit,
Trump, China, and the Stock Market … the Sidcup
housing market is in decent shape for the medium to
long term. If we do have small corrections in values in
the next 12 to 18 months, in the long term, house prices
have always returned … and returned with vengeance.
Like I say to anyone buying a property, be they a first
time buyer, landlord or homeowner … property is a long
game … and if you play the long game, you will always
win (although isn’t that true in most aspects of life?).
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LIVE IN SIDCUP? ABOUT TO RETIRE AND
PRIVATELY RENT? YOU COULD BE £4,800
A YEAR WORSE OFF!
You read the personal finance pages of the newspapers and
it all seems to be the impending pensions crisis … where
people aren’t saving enough for their retirement. But it’s not
the lack of Sidcup peoples’ future pension incomes that are
my immediate concern. The fact is that so many of the
future retirees in Sidcup over the coming decade, who never
bought their home in the Millennial years of the 1990’s and
2000’s, will have to make some tough decisions regarding
what house they live in when they retire anytime between
now and 2038.
In Sidcup, there are 289 privately rented households, where
the head of the household is between 50 years and 64 years
of age (meaning they will be retiring anytime between now
and 2038). They are working now and easily paying the rent,
yet what happens when they retire?
A Sidcup retired couple, who currently privately rent and
who have paid their fully qualifying NI stamp over the last
few decades are likely to retire with the couples State
Pension of £1,091 per month plus a tiny bit of private
pension if they are lucky. Given that the average rent in
Sidcup is £1,124 a month – a lot of that pension will be lost
in rent. This means taxpayers will have no alternative but to
step in and top up the rent payments with Housing Benefit,
yet…
The maximum housing benefit for a couple in Sidcup is
currently £718.68 per month … leaving a significant gap
when you consider the average rent in Sidcup is
£1,124 per month
It is most people’s opinion that retirees are either council
tenants or own their home outright. Looking at these figures
though, it looks like both these ‘mature’ private renters
could be having to make some decisions on their lifestyle
and where they live, possibly looking at downsizing the
home they rent to make things more affordable in their old
age. Also, the government will be in for a horrible surprise
as more of Sidcup people retire and continue to rent from a
private landlord. Numerous Sidcup private renters, with little
or no savings, will have to rely on Housing Benefit, which
will put greater pressure on the public purse.
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The average Sidcup retiree will need to find £4,864 pa to
stay in their privately rented home after retirement
A recent report from Scottish Widows suggested that 1 in 8
OAP’s will be privately renting by 2032, up from the current
one in 15.47 OAP’s whom currently private rent (or 6.47%).
In fact, in that report they said the equivalent of more than
one-third of the whole annual NHS budget would be spent
on Housing Benefit for OAP’s in retirement living in private
rented property.
What does this mean for mature Sidcup homeowners? I see
many using equity release schemes to stay in their homes to
pay for a better retirement and others more open to
downsizing, selling their large home to a family that needs it
and moving into a smaller apartment or bungalow … yet lets
be frank – they aren’t building bungalows in large numbers
in Sidcup anymore.
And for the Sidcup landlords? Well with the younger
Millennials showing no appetite in jumping onto the
homeownership bandwagon anytime soon, it can only result
in the demands on the buy to let market from Sidcup
tenants rising substantially. Of course, many Millennials will
inherit money from their home owning parents in the coming
few decades, yet a lot won’t as it will be spent on nursing
home care and any leftovers (if any) split between siblings.
For those retiring in post 2050/2060, there is better news as
official reports suggest those retirees will enjoy a State
Pension approximately similar to today’s pensioners with
auto-enrolment into top-up private pensions through their
employer.
The solution to all this is to build more homes, of course.
Last year we created/built just over 217,000 households in
the UK, up from a post Millennial average of just under
150,000 households a year. We need to get back to the
building booms of the late 1960’s and early 1970’s when on
average 300,000 households were built … but back to
reality … that won’t happen so it looks like we are turning
into a nation of renters, which is of course good news for
Sidcup’s buy to let landlords!
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20.8% OF ALL SIDCUP PROPERTIES WERE
BOUGHT WITHOUT A MORTGAGE IN THE
LAST 7 YEARS
For most Sidcup people, a mortgage is the only way to buy a
property. However, for some, especially Sidcup homeowners who
have paid off their mortgage or Sidcup buy to let landlords, many
have the choice to pay exclusively with cash. So the question is,
should you use all your cash, or could a mortgage be a more suitable
option?
Well, looking at the numbers locally…
4,810 of the 23,127 property sales in the last 7 years in Bexley
were made without a mortgage (i.e. 20.8%)
Interesting when compared with the national average of 31.9% cash
purchases over the last seven years. Next, I wanted to see that cash
percentage figure split down by years. As you can see from the graph,
this level of cash purchases vs mortgage purchases has remained
reasonably constant over those seven years…

and will assess the borrowing level based on the rental income
covering the mortgage interest by a definite margin of 125%.
A lot will depend on what you, as a Sidcup landlord, hope to attain
from your buy to let investment and how relaxed you would feel in
making the mortgage payments when there is a void (interestingly,
Direct Line calculated a few months ago that voids cost UK landlords
around £3bn a year or an average of £1000 per property per year).
You also have to consider that interest rates could also increase,
which would eat into your profit … although that can be mitigated
with fixing your interest rate (as discussed above).
So, with everything that is happening in the world, does it make sense
to buy rental properties? Now we help many newbie and existing
landlords work out their budgets, taking into account other costs
such as agent’s fees, finance, maintenance and voids
Next, if you are going to go for a mortgage, the next question has to
be whether you should fix the rate or have a variable rate mortgage.
In the last Quarter, 90.57% of people that took out a mortgage, had a
fixed rate mortgage at an average interest rate of 2.27%, although
what did surprise me was only 65.79% of the £1.429 trillion
mortgages outstanding in the whole of the UK were on a fixed rate.
The level of mortgage debt compared to the value of the home itself
(referred to as the Loan to Value rate – LTV) was interesting, as 61.9%
of people with a mortgage have a LTV of less than 75%. Although,
one number that did jump out at me was only 4.33% of mortgages
are 90% and higher LTV – meaning if we do have another property
slump, the number of people in negative equity will be relatively small.
Next, looking at the actual number of properties sold, it can be clearly
seen the number of house sales has dipped slightly in 2018…

in tenancy. The bottom line is we as a country aren’t building enough
property, so demand will always outstrip supply in the medium to long
term, meaning property values will keep rising in the medium to long
term. That’s not to say property values might fall back in the short
term, like they did in 2009 Credit Crunch, the 1988 Dual MIRAS crash,
the recession of the early 1980’s, the 1974 Oil Crisis, the early 1930’s
Great Depression … yet every time they have bounced back with
vigour. Therefore, it makes sense to focus on getting the best
property that will have continuing appeal and strong tenant demand
and to conclude, buy to let should be tackled as a medium to long
term investment … because the wisest landlords see buy to let
investment in terms of decades – not years.

Current Average Asking Rents in Sidcup

So those are the numbers … let us have a look at the pros and cons
of taking a mortgage, with specific focus on Sidcup buy to let
landlords.
Taking a mortgage will help a landlord increase their investment
across more properties to maximise the return, rather than putting
everything into one Sidcup buy to let property. This will enable the
landlord to ensure if there a void in the tenancy, there should still be
rent coming from the other properties. The flip side of the coin is that
there is a mortgage to pay for, whether or not the property is let.
The other great motivation of taking a mortgage is that landlords can
set the mortgage interest against the rental income, although that will
only be at the basic rate of tax by 2021 due the recent tax changes.
Banks and Building Societies will characteristically want at least a
25% deposit (meaning Sidcup landlords can only borrow up to 75%)
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