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James Pickford, IBP Feature writer of the year

Dandy London - 15" August 2015

James Pickford's evocative journey through the streets of St James's in Mayfair was a highly original idea,
connecting the area’s (still visible) Dandy past with the imminent return of the “new aristocracy” as the
Crown Estate’s £500m regeneration programme converts offices back into upmarket residential. The cover
feature of FT House & Home, his richly told tale was brought to life online with a video which captured both
the histoery and changing character of the area, plus a photographic slideshow of the district’'s clubs,
outfitters, interiors and personalities - many of which had barely changed since their Edwardian heyday.
Taken as a whole, this feature demonstrates James' versatility as a journalist, and his ability to craft a story
to fit a multi-media brief. Featured across all of FT.com'’s international geographies, he successfully brought
the story of SW1 to the attention of a wider international audience.

Link to Video: http://www.ft.com/cms/s/2/abdebb88-3b86-11e5-8613-07d16aad2 152 htmi##slide)

A good harvest from working the value of farmland — 25" July 2015

James used a plotline from The Archers to probe the story of the soaring cost of farmland - though the
investment performance of this alternative asset class is far from fiction.

In this FT Money cover feature, James grabbed the reader’'s attention with the revelation that the price of
farmland had risen faster than Mayfair properties, trebling in value over the past decade. He explored the
“macro” factors driving the boom — showing his ability to grasp complex economic themes and explain them
effortlessly to a personal finance audience hungry for information. He not only made great use of data (both
in print and online) to tell the story, but also retained the human interest by interviewing a (real life) farmer
as a case study. James presented the FT Money podcast leading on the same theme, and showed aplomb
in his live interview of Knight Frank'’s rural expert Tom Rainham.

http://www.ft.com/cms/s/0/0a836578-de98- 1 le4-8a01-00144feab7de. html#axzz3idlaXEdh

Doubts over tide of pension cash set to lift buy-to let sales — 11" April 2015

James wrote this detailed analysis to burst the ballooning hyperbole in the non-financial press that April's
pensions freedoms would trigger a buy-to-let boom. His FT Money cover feature — published at a time when
the Daily Mail was giving away a buy-to-let property as a competition prize — drew deeply on a variety of
credible research sources. By combining house price data and pension projections, James was able to
graphically “map” the near impossibility for pensioners to obtain a buy-to-let property in the South East
(which featured in both print and online versions of his feature). He provided investor readers with superb
analysis of the tax disadvantages, market risks and costs that could eat into their returns, using the FT's
weekly podcast to hammer home these points. And his scepticism was prescient following the chancellor's
buy-to-let bombshell in the July budget.

Link to podcast: http.//podcast.ft.com/p/2636
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Oliver Cross, a cutter at Meyer & Mortimer

Berry Bros &
Rudd wine
merchants,
based in

5t James's
since 1698

R —

Residential is returning to St James's where 'Beau’ Brummell once swashed and buckled. By James Pickford

t James’s has been one of
London's grandest areas since
Charles 11 gave permission
to his aristocratic mates to
Build around the royal palace
of St James's in the 17th century. By the
following century it had become a
centre of fashion as well as high society:
George “Bean” Brummell and other
Regency dandies were buying boxes of
snuff from the bow-windowed premises
of Fribourg & Treyer, while their
skin-tight pantaloons and tailored sillc
waisteoats came [rom shops in nearby
Piccadilly and Pall Mall.
Today St James's is re-emenging is a
residentlal area, and while it may not
have as many shops selling pantaloons

and waistcoats, it has a surprising
number of shops and clubs unchanged
since the time that the dandies swashed

residential accommexdation, double the

and buclded their way around town,

After being bombed during the sec-
oned world war, 8t James's, bordered on
the west by Green Park and on the cast
by Haymarket, was redeveloped to cre-
ate alarge number of offices, a trend
which s finally being reversed.

A swath of new apartments and
houses is being created by the Crown
Estate, which owns half the frechold of
St James's by value. Tts decade-long
£500m regeneration plan, which began
in 2011, will combine new commercial
bulldings and improvements to public
spaces with an extra 260,000 sq ft of

end properties may be surprised to
learn that in many places this corner of
the capital retains remarkable links to

inclining road that runs north from St
James's Palace to Piccadilly reveals

historic shops, gentlemen’s clubs and
companies swch as Berry Bros & Rudd,
the wine merchant which has occupied
its site since 1698,

Wealthy and aristocratic families
flocked to the area at that time to be
close to the royal court and the Berrys
were on hand 1o sell them tea, coffee,
wine and groceries. It became fashiona-
ble for customers passing through the
shop — Brummell, Lord Byron, and Wil-
liam Pitt the Younger ameng them — 1o
get themselves weighed on Berry's agri-
cultural scales and have the results
recorded in copperplate handwriting
the shop's ledgers, which it retains to
this day. Brummell weighed in at 125t
4lb aged 20in 1798, while Lord Byron —

PORTM:

first weighed on January 4 1806 at the
age of 17 “in boots but no hat", was 15st
121, A more cumberseme and recent
client was the Aga Khan II1, who
dropped almost hall a stone to 16st 74
in 1931 “after influenza”,

In Brummell's time, wine was not
regarded as a high-end item, says
chairman Simon Berry: however
expensive It was, the bottle was
always worth more, “You bought
wine by the cask. and if you were
wery rich you had a servant whose
jab it was to put the cask wine
into bottles. He was called the
bottler, which is where the word
utler comes from.”

Despite the abiding air of
continuity in 5t James's,
Berry points to aspects
that have been trans-
formed since he joined
the family business in
1977, Then, he says,
there was just one wine bar
in the arca and food options were
Tinited to sandwich bars or club din-
ing rooms — not known for their

A portrait of ‘Beau” Brommell
by Robert Dighton, 1805

ke
Razors at Truefitt & Hill barbers — v s camine

Follow us on Twitter @FTHeusaHeme

Asprey, founded In 1781 — o vattons carpiet

\&

A S
e

f

L

Left and second
left: Lock & Co,
hatters in St
James's since the
17th century

iobar ety b

culinary excellence. " Now you can't
maove without stubbing your toe on a
new restaurant,” he says, More arve Lo
come; under the Crown Estate’s plans,
another eight are due to open.
Adittl

old, much-repaired doorway of Lock
& Co Hatters, which has been pro-
viding headgear to St James's cus-
tomers since the 17th century. As 1
arrive, & handful of well-dressed
FOUNZEr CUSEOMETS ATE EXAm-
ining classic top hats as
worn at weddings and
Ascot, where men must
still wear black or grey
morning dress to gain access
tarthe royal enclosure,

An extraordinary contrap-

tion made in 1852 is still used for
Fittings. Resembling an instru-
ment of medieval torture, the
brass “conformateur” is placed
aver the head, causing pins and
levers around its rim to mark a card
with precise measurements of the
Turnps and bumps on a customer'’s
head. Past victims have included
Queen Elizabeth, for the refitting of

3
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the coronation crown in 1953, and
Emiperor Akihito of J

A similar level of individual assess-
ment is available at bootmakers john
Lobl, Here, visitors are faced with glass
cases containing exquisitely rendered
Tootwear fashions from previous eras —
including the first prototype of the
Wellington boot — while craftsmen
wearing thick leather aprons cut and
stitch leather into bespoke shapes using
abewildering array of hand tools.

Combining the role of shopfront,
workshop and head office, the business
is mow run by the fifth generation of the

Lobb family, The founder, Carnishboot
maker john Lobb, set up th

CGlof 5t James’s Market — e comn e

refers to him winning £26,000 in one
sitting (£L6m in loday’s money) during

1849 after cutting his teeth in the la.r
harsher environment of an Australian
gobd rush, where he abandoned panning
for gold to sell boots to prosp

ane of his all-too-brief winning spells,
belore crushing debts forced him into
excdle in Calaks.

Thc!:hlhs remain a mainstay for the

including one model featuring a hidden
heel compartment for gold nuggets.

A historic source of its custom has
Tbeen the gentlemen's clubs that pepper
the area. In Regency times these were
often riotous places. From the "Beau™
window of White's, which still looks out
on to St James's Street, Brummell and
other dandies stood in view of passers-
by, laying down the law on matters of
dress, taste, manners and politics.

White's, and Brooks's opposite, were
the venues for huge and sometimes cal-
astmptuc wagers between m:mb:ra.

card to the CIIILCD!IIE of a Napoleonic

the
arca. Adjacent to the Carlton Club on

* FrWeskend

Oﬂlgr nn'\nvm from Regency times
p Paxton

grocers Fortnum & Mason, Hatchards
bookshop and, the biggest of the lot,
Chiristie’s, the auction house founded in
1766, Jermyn Street remains a hub for
tailors and shirtmakers, which in
Rq,r_uqr years redefined male Fashion
nder Brummell’s tutelage, adhering to
'hua still-recognised colonr rules that
gentlemen should wear only three

shades: white, black and dark biue.

In property terms, St James's has
suffered by comparison with Mayfair,
as its northerly neighbour hosts more
residential stock, smarter hotels and
restaurants, cafés, casinos and night-
clubs. St James’s may have the quintes-
sential gentlemen’s clubs but Mayfair
wifers ritzier lures such as Annabel’s,
Harry's Bar, Aspinallsand Crockfords.

“5t James’s has always heen quite
sleepy compared to Mayfair. It's never
had the lifestyle offering that Mayfair
has had," says Charles Lioyd, head of the
Mayfair affice of agent Savills.

The regeneration plan may change
wal.meshlh.ingmmh:sofdmlop—
ment h:
former offices or embassies and rejuve-
nate them as private homes. “There’sa
very strong demand from Mldﬂ]t East

the western side of 5 James’s Streetis  and Indi.

“Truefitt & Hill, founded in 1805, Glass  the market for these apartments,” says

cases at the front of the shop bristle with Dav']d Mama. managing director of

badger brush 1 h razor high John Taylor.
Senior master barber Dennis Hormshy A mai of the Crown s pl

describes one popular customer who  is St James's Market, its biggest single

usedlo emerge fm his club nﬂerg:n— dm]upmenl. whn‘h mll convery twix

between

mhand. Bre would mak: huswaydmm
the street, stopping to catch his breath

on the steps of the chemists DR Harris:

{est. 17907 until, with a beaming smile,
he would fling spen the door of Troefitt
& H‘Illlogreeuhemf[andmmmer&
“We dm: tget the chnmu:rs now,”

baitle, her Tan Kelly

Homshy hanairof regret.

~ i

Regent Street and Haymarket into
offices, and sh d

new public squire. Pmmi'\g o “bring
the area back intoline with historic St
James's", the developers have revived
the name of a 17th-century hay and
straw market on the site, which used to
be densely surrounded by inns and

jnlln Tabl Bootmakers — oo taton oo

shops demalished when the architect
kmnNashdevelop«lRegumsm
As part of the pl; for

- Emm o R
homes at three other sites in 5t James’s.
They will range from one-bedroom flats
1o large family apartments and houses
and will be priced between £2,000 and
E5000 per sq ft. One example is Cleve-
land Place, close to St james's Palace,
which is being converted from offices
into five three-bedreom apartments
and one four-bedroom apartment. The
other residential developments are at
Russell Court and on Bury Street.
Anthea Harries, St James’s portfolin
manager at the Crown Estate, says the
miarket schenme is an attempt Lo connect
its eastern and western assets, which
are at present bisected by Regent Steeet
5t James's. “The development is about
creating an eclectic mix of retail in Fash-
I, festyle and sports,” she says. He
may not have recopnised the words, but
it is a combination whose sentiments

might have appealed to Brummell,

Jarmes Piciford is deputy editar
Af FT Money.
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St James's hot property

5t James's Streat, £9.75m

What A four-bedroom penthouse in
a new-build on 51 James's Street.
The 3,234 sq it property has four
bathrooms, 2 spiral staircase,
eye-catching oval windows and a
roof terrace offering views of the
London Eye.

Wheo Satheby's International Realty,
sothebysrealtycouk,

fel; +44.20 3714 0750

Bank Chambers, Jermyn Street,
£2.35m

What A three-bedroom, sphit-level
apartment with 1,342 sg ft of living
space on Jermyn Street, the home
of Brifish failoring since the 17th
cantury. Tha building has a lift and
parter service.

Whe Foxtons, foxtons.couk,

el +44 20 7973 2000

Arfington Street, £17.5m

What A £002 sq ft flat in a Grade
H-listed building. On the corner of
Arlington Street and Piccadilly, the
property faces The Ritz hotel and
has Green Park on its doorstep It
has twa reception rooms, three
en-suite bedrooms and a fourth
bedroom or studic,

Whe Foxtons, faxtons.couk,

tal: +4d 20 7973 2000

Carlton Gardens, £12.5m

What A three-bedroam apartment
with & private terrace. The 2410 sq
ft property features natural wood
paneliing, hand-painted silk
wallpaper and Fior di Bosco marble
and gald bathroom fitfings.

Wha Knight Frank,
kenightfrank.couk,

tal: #4420 8012 3476

Pall Mall, £59m
What 4 1,672 = ft apartment with
three bedrooms and three
Eathrooms. The property is part of
the Pall Mall Collection, a recently
completed “luxury boutigue
scheme” set behind fhe traditional
Regency-style stanework facade
‘that dominates the area.
Wheo Knight Frank,
knightirank.couk,
tel: +44.20 7861530

By Claudia Knowles

500 maties

Four-bedroom penthouse in a new-bulld on 81 James's Street, £9.75m P in St James’s Street

i hmﬂrd()m apartments' ;*' ¢
ive Teisure and ememinmant facilities. T
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A good harvest

from working the
value of farmland

Prices for agricultural land have grown even faster than prime
London property but buyers should beware the impact of
location, soil quality and tenants’ rights, says James Pickford

s the search intensifies
for reliable sources of
growth ina febrile global
economy, investors
might not expect to find
acompelling answer in The Archers,

But this year the long-running BEC
racdio drarma hit on one of the invest-
ment storles of the decade when
David Archer, who had devoted his
lifee to rusining Brookdield Farm, was
aoffered a life-changing £7.5m by a
local property developer to sellup = a
startling advance on the £1.5m estl-
mate placed on the farm in 2000,

The Ambridge plot meay be i work
of fiction but it reflects the real-life
trajectory of agricultural property
walues and the spectacular recent
jgains made by investors in the asset
class,

Farmiand investment holds attrac-
tions not only for Furmers bat also for
individual investors willing tolet oth-
ers do the spadework. Finding the
right property, though, is seldom a
simple matter — and traps lie in wait
for navice buyers over issues such as
lecation, productivity, tenancies and
tax. FT Money lnoks at the pros and
«cons of pulting your money inte agri
cultural property.

Land values

Farmland was once an unexciting,
albeit secure, asset, 1ts annoal yields
of between 1.and 2 per cent have
«changed little in the past twodecades,
and have tended to compare unfa-
wourably with other income-produc-
ing assets. But from the mid-2000s,
its walue as a capital asser com-
menced 3 steep rise that has contin-
ued, though checked by the financial
crisis, untll oday.

The price of farmiand in England
now stands at around £8,000 an acre
— afarcry from the £1.000 per acre
rates typically paid in the carly 1990s.

For farmland of the greatest interest
toinvestors —arahle land in England
in hlocks of 1,000 acres or more — the
price is higher still, at £12,500 an
nore.

The "investment furmland” figures
come from a new index produced by
Enight Frank, the estate agent, which
shows the prices of such property
rose by 14 per cent in the past vear
and 228 per cent — more than Lre-
bling in value — over the past decade.
Farmland's gains over the decade out-
shone those of the FTSE 100 index
and even prime London property.

"We have better global trade
connections, an increasing
populationand land isa

age. Farmers are often willing to pay
aver the odds for contiguous hold-
ings, reflecting the rural adage that
the neighbour's farm “will anly come
uponce inalifetime™,

Andrew Shirley, head of rural
research for Knight Frank, says: “On
one farm we are selling in southern
England the interest we have received
for two blocks of land either side of a.
country lane suggests the market can
wvary hy as much a5 £4,000 per acre
within amatter of metres”

Other factors that feed into the
walue equation are the focation and
distribution of land, soil quality, crop
yields and tengnts’ rights. Even a
hands-off investor should consider
them in a purchase, since they may
the attractivencss of a

reducing oo dity
STEVE HUMPHRIS, COUNTRYSIDE SOLUTIONS.

What has caused this hitherto
unremarkable asset class o mcket
skywards? The longterm factors
include population growth, a finite
supphy of land and increasing global
demand for meat, which requires
mare intensive use of land. But in the
walke of the financial orisis, land was
alsa seen as i stable and secure repos-
itory for capital at a time when the list
of assets offering those qualities was
shrinking fast.

Tom Raynham, head of agricul-
ural investments for Knight Frank,
aays: “For some people it's simply
sheltering their wealth, knowing it's
not going to disappear overnight. It
won't lose you money and when you
come back b it in 10 years tirme it will
have Increased incapital value™

Farm factors

Yet there is great variation in the
potential for capital growth, Wide dif-
ferences In the prices pald for pack-
ages of land are masked by the aver:

picceof farmland 1 a potential fisture
buyer. “For a pure investor the loca-
tion doesn’t matter — but they want
1o know Lhey're buying intoa popalar
area so they'll have an easker process
when they want to sell it,” says Mr
Raynlam.

Horw is band quality judzed? Grade
is the richest and most fertile soil.
capahle of growing nearly all crops
and so prized that it is eften held by
the same Families for generations.
Grade 5 is the poorest, good for little
more than rough grazing, In the mid-
idle is Grade 3, the most common type
of land accounting for half the farm-
land in England and Wales and most
investment-quality Eand. 1t is less ver-
satile than the higher grades but can
be highly productive for cereals,
oilseed rape or potatoes,

Aspiring buyers shoukd ook closely
at crop yields. These will shift from
‘year to year according to weather,
seed quality, farm 13 anil

Change in capital values
Rebased (2005 01=100)

Gald
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acre isa healthy starting point.

Where vendors present a farm and
Itsland as separate lots, the sum may
be greater than the parts. “If 2 prop-
erty ks lotted separately, T would often
advise an investor to try and bary the
whale thing. If you only bought the
house you're immediately almost
devaluing the land as it wouldn't have
any farm buildings or property. You
want to make sure you're buying
somiething you can rent out,” says Mr
Rayuham,

Movice investors may see all ten-
ants as equal but there are huge dil-
ferences in the rights they are
accorded, depending on when their
tenancy was granted, and this will
have a big impact on value and
income. Tenancies granted before
1984 are likely to carry statutory suc-
cession rights on death or retirement,
meaning aclose relative has the right
to take it over. Such rights can last for
two tenancies by succession — so

ather Factors but rules of thumb can
help decide whether a farm ks a good
Imvestment. With wheat, for exam-
ple, a yield of around 3.5 tonnes per

three g i [ a temant's Family
will hawve the right towork the land.
1F a farm comes with tenants who
holid succession rights, its value may
be half the value of an equivalent

farm without them. This is because
such tenants may have rights con-
straining rent reviews and the bevel of
rents that can be charged. Italsomat-
ters for tax reasons, 4 significant
motivator for investors. For many
farms with so-called “1986 Act ten-
ants”, APR can only be clalmed at 50
per cent. In tenancies granted after
1995, which are known as Farm Busi-
mness Tenancles, landlords can claim
agricultural property relicf at 100 per
cent,

income
Wealthy investors may be primarily
eoncerned with capital value and pre-
serving their money, bt farms offer
apportunities to boost income
beyond the revenue from crops or
livestock. Cash flow on the latter is
notoriousty difficult to manage, since
crops or livestock take 12-24 months
to grow or mature before harvest or
sale at market, leaving a long period
Detween investment anda return that
may itself be subject to unpredictable
external factors such as global wheat
prices. o farmers have tried for
many years to supplement their

Key agricultural indicators g P
Per cent Qutput prices Latest  price change
I months Wiy Feedwheat £112/ranne -21%
s £33, 590 Oilseed 2500 o
Average price per W Oilseed rape onne
12 months. acre of investmant . el 347pfkg dw b+ 4
- 10 farmland
Chuly 2015) ¥ Lamb 412pikg dw -18%
5 years .
Milk 2h.6p/li -22
43 " pilitre 3
Input prices
10 years
198 & Fertiliser £28%/ronne 3%
B pem 5471 A Reddiesel S4p/litre -19%
& o E40/barrel -34%
fi Iiernative sources. Field of exp acropol But individual investors face compe-  For farmland investors, the boom of
Farm shops are one option but big-  oilseed - oy tition to buy good farms from a  the past ten years begs the question:
fger growth has come from renewable number of directions: foreign inves-  will the gains continue? After such

energy, after the government intro-
duced a system of feed-in tariffs in
2000, Judy Pearson, & chartered sur-
veyor at Berrys in Northamptonshire,
sys wind and solar are the most pop-
ular forms, since they reduce the
costs of farming but can earn money
for the property, even as the feed-in
tariff rate has fallen. “Renewable
energy is especiilly good for farms
with high energy costs sach asa dairy
farmor a poultry unit with lights" she
says,

Orwmersare looking againat income
from farm buildings, after new plan-
ning rules were Intraduced in April
last year easing the conversion of
working Farm baiklings to residential
use, Ma Pearson said many of her cli-
ents were making use of the new
rules, either by renting out property,
selling it or using it to acoommodate
more family members working on
the farm, “It'sa step change for values
andi because resi ialis

|3 1 FT Maney Show
Investars in farmlard reap
rich harvest, Plus: attractions

the premium type of property. Tt
about swealing your assets,” she sald,

ks af angel mvesting
frcomimoneyshonw

tors are showing more fnterest in UK
farmland, particularty from northern

deamatic rises, agricultural property
experts are sceptical. Knight Frank
e S

tries such ¥
and Denmark where land can be any-
thing up to twice as expensive, Farm
ers themselves are also making use of
low interest rates to buy land and
bamks are keen tolend to them, since
the loan will be hedd against a physical
asset unlilely to dropinvalue.

Bigbeasts
Institutional investors such as pen-
sion funds — which were hig owners
of farmband in the 15805 but shifted
inte commercial property in the
19915 — are also showing signs of a
renewal in interest, when they can
find packages of land large enough to
make a significant investment. Last
August the Wellcome Trust bought
the Conperative Group's farm opera-
tions, comprising 40000 acres and 15
farmns, for £249m. These it added to
holdings in Hinxton in Cambridge-
shire, Kings Langey in Hertfordshire
and Alpraham in Cheshire,

£12,500 has flattened inthe last three
munths and Mr Shicley is predicting
steadier growth of around 5 per cent
aver the next year. But it is hard to
findd anyone willing to predict a crash
in values in the long term.

Steve Humphris, roral property
consultant at Countryside Solutbons,
says the root reasons for demand
remain in place. He says: “We hanee
better global trade connections, an
increasing population and land is a
reducing commodity — we lose
argund 10,000 acres a year out of
20 in England and Wales

David Archer chose to reject the
£7.5moffer for Brookfield after realis-
ing how important it was for him to
preserve his family'’s connection with
theland.

For now, the question is on hald:
but it may not be long before the
Ambridge seriptwriters once again
pul temptation in hisway,
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What to look for

A house martin wheels overhead
a5 Tom Raynham picks v a
handful of earth and rubs it
between his fingers. “If it stays
together in clods it's got quite a bit
of clay. if not, there's more sand in
the scil” he says.

Wirh moderate clay content, the
s0il on this 33%-acre holding at
Toppesfield in Essex i perfect for
acombination of cereals or oilseed
rape, the crop that is ripening as
we inspect the Tield, ‘Cereals like
heawiler soll as It retasns water for
longes, whereas vegetables prefer
10 have dry feet,” says Mr
Raynham, head of agricuitural
investment at property agent
Knight Frank. as he describes the
decisionmaking process behind 2
farmland investment.

The owner of the land, who Is
marketing it through agent Brown
& Co, Is selling it with the 193-acre
Heole Farm. located a few miles
away near Finchingliekd Togethes
the pair make a good size for
Investor-landlords: there should be
engugh land in 2 purchase o
offset the costs of working it and
the lasger the larm, the greater
economies of scale It offers.

The Toppesfield land comes in
four chunks, but they are closa
together, an important factor when
buying. “Your cost of machinery,
transport, fuel and maintenance ail
ratchets up the more travedling you
have to do. It's subjective because
It comes dawn to what a farmer is
prepared 10 1ake on but 10-15 miles
is prabiably as far as you'd want to
g in fravelling from ane biack fo
anothar” Mr Raynham says.

Far buyers who intend to work
the land themselves, a fragmented
holding can be less attractive. But
thase Buying for investment
reasons might ragard it more
favousably since it offers & better
appartunity 1o sefl off lots
Individually in future. “if you've got
ane single black you don't want fo
go selling off parts because It eats
away at that ane block” says Mr
Raynham.

Size s not a straightforwand
indicator of value: smaller farms
with higher-grade soil may be
mare productive than larger
holdings eésewhere in the country.

The east of England has some of
the richest soil in the country:
parts of Lincolnshire,
Cambridgeshire. Morfolk, Suffollkc
and Essex. Farms in Lincolnshire
and Cambridgeshire are
particularly productive, since they
are capable of supporting all kinds
of crop including nutrient-hungry
soft fruits, and therefore fetch a
higher price.

But anly if they reach the
market. “Some of those farms are
never sold — except for death,
divorce or debt” says Mr Raymham
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Doubts over tide of

pension cash set to
lift buy-to-let sales

Using your retirement savings to buy a home for rent could

lead to a big tax bill, administrative headaches and a property-
centric portfolio, industry experts tell James Pickford

he revolution has

arrived. New rules cane

into force this week giv-

ing millions of pension

savers the aption to take
pension pots as cash from the age of
55, ending the effective requirement
to s their retirement savings to buy
an annuity.

Opportunities for investing the
cish range from managed investment.
funds toa conservatory, holidays and,
in the memorable example of pen-
sions minister Steve Webb, Lam-
horghini sports cars. But Britain's
buy-to-let market has generated
mch speculation, with claims that a
“wall of pension money” is primed to
hit the sector.

In an era of low savings rates and
wolatile stock markets, many may
find the lure of property hard to
resist: inthe past 20 years, it has pro-
wided a growing number of amateur
landlords with a steady income plusa

The figures equate to around £120bn
i savings — hall the £254bn spent on
reskdential housing in 2013,

But while the potential impact on
the market is theoretically large,
there are reasons to think only a frac
tion of that tetal will work its way into
housing. Research by property agent
Savills found the disteibution of pen-
sions wealth was heavily skewed:
after tax, only the top 7 per cent could
afford an outright purchase of an
average property, costing around

Buying power of a nest egg
Pension wealth is unevenly spread Defined contrib ution 'l
pension holders;* able -
Currant defined contribution Potential property purchase value, to purchase an average
pensicn wealth (£br) decile sverage (£ '000) priced property outright af
220 120 using pension v realth i
100 L 100 Per cent
a0 BO 12.5 and over
10010 12.4
— S 751099
_ 40 [ L 50074 ; and Fulham
20 20 251049 0% 0%
2.4 and under
] — L £858,736 £1,633,224
st Znd 3rd 4th Sth sth Tth B 9th 10fh Amnaihamere; A e e
Decie of people aged 55-64
House prices are flattening off Kensington and Chelsea City of London
ONS house price index 0% 0%
220
£1,951,036 £867,108
200 Average house price Average house price
show the percentape of pension hald-
ers able to buy an average property 180
otright. Only the top 2 per cent could . X
afford to use their pension to buy a 160
home in the southeast — whereas
maore than 10 per cent could doso in /‘f! 140
areasoftl Thsuchas Liverpool i ) £962,Th4
This Implies a mmmph[r mis- 120 Average house pric e Average house price Average house price
match between supply and demand:
moreof the country's pension wealth 100

is concentrated in areas of least
.arlordahnily.such asLondon and the
e

2002 03 04 05 06 OF 08 09 10 11 12 13 1415

£180, hic).

Buy-to-let returns are
therefore comparable with
those Jard

of more star
investment vehicles such as a
portfolio of bonds and stocks
The wisdom of diversification is
another factor: wealthier pension
savers may already own one or more
ies, giving them pause when

handsome capital gain on the back of
sparing houwse prices, Bul before they
take the plunge, anyone mulling the
iddess of putting their life savings intoa
rental property should ask them-
sebves a host of questions about costs,
administration, taxes and assump-
tions over i

mﬁldrrmg furlJn:r imvestments in
the sector, *Some people may instead
nse their pension wealth to pay down
any debt held against existing imvest-
ment properties and so maximise
their income,” said Neal Hudson,
Savills associate director and author

As retirees start to consider their
aptions under the new rules, should
we expect bo see 3 new generation of
“silver landlords™ And would their
Investments have a broader impact
on house prices? FT Money spoke to
property agents, buy-to-let special-
Ists; pensions expents and mortgage
brokers to assess the prospects of a
pensions-ed buy tolet boom.

Anuneven market

Some 29 per cent of people aged
55-64 are paying into a defined con-
tribation pension — the type towhich
the reforms primarily apply — witha
mieian pot worth £25,000, according
Lo the Office for National Statistics.

Savills mapped the geographic dis<
tribution of potential investment 1o

Alan Higham: ‘no great wall of
money that we can sec’

~ bnying

T P v T
st w;““ MO g to-let lending is growing fast £87,547 £98,381

John Hero, director of mor MNumber of gross advances C000) Average house price Average house price
al huv m—m lender Paragon, said
landlords tended to 350 |

Invest In property close to home
because they were more familinr with 300
local communities and property 50 L—=
trends, “Its not necessarily the case
but it ccrtmnh Jas.s vmble foraland- 200
lard
erty that's at some distance from 150

they live."

100

Taxand costs =
Key o any buy-to-let decision istax,  mu il |
Typically only 25 per cent of savings
withdeawn froma pension potwillbe 959000 02 o4 06 08 10 12 14
tax-free: the rest will be taxed as
income, For some, this could meana

iz lump-sum withdrawal to fund a
pmperly purchase catapolts them
intoa higher il

FT graptic Sources: Thomson Seuters Datasseam: Counc] of Motigage Lenders: Savils

of these and other costs

“Taking tax-free cash lmm the pen-
sion freedoms to pay down a mort-
#age makes some sense, Taking taxa-
hle money subject to marginal rates
of up to 60 per cent tax to invest in
property s simply madness.” said
Danny Cox, chartered financial plan-
nerat Hargreaves Lansdown.

There are mhgr ways inwhich the

taxman mak buy-t

will be crucial to determining
whether buy-to-let works, said Alan
Higham, reti director af Fidel-

arrangement fees come 1o £7,000 in
extracosis reducing the pension cash
available for investment and raising

ity Worldwide Investments and
someone with personal experience of
thee buy-to-let markes.

Consider a retiree who decides to
firee up a £100,000 pension pot tobuy
a L150,000 property, with the rest

let caleulation: rents are laxrd as
income; selling a second home will
generate capital gains tax; and pass-
Ingg it on to heirs may attract inherit-
ancetax.

funded by a mortgage.

Only £25,000 will typically be tax-
free, leaving a total of perhaps
E75,000 for a deposit after tax, Mad-
est estimates of renovation costs,
stamp duty of £300 and mortgage

ML I ing Lo, say. £82,000,
That debt produces an anmual inter-
estohange of £2,900.

For many landlords, findlng a ten-
ant is another cost: around & per cent
of the rent, reducing net income to
L5000, A rypical one month void
period every year — whennotenant is
present in the property — reduces net
income zgain. Maintenance costs
might reasonably be expected to
coms to £1,000 a year. Agents’ fees —
should the owner choose to manage

* Pemple aged 55-64.

the property at arm's length — are
around another £1,000,

Alter these costs and taxes ave fuc-
rored in, Mr Higham says, investors
might be left with a net return of
around 4 per cent. “1tstill stacks upas
a reasonable investment but it'’s
nowhere near as attractive as you
‘might first think.”

Buy-to-let returns are therefore
comparable with those of standard
investment vehickes such as a portfo-
lin of bonds and stocks or a multi-
asset fuumet, But thy

rented property. “Put it this way: Axa
doesn't call you at 2am to say the taps

cent mortgage were even higher, top-
ping 16 per cent (although both these

areleaking.” Mr High
Buy-to-let believers might retort

efore tax).
But extrapolating future house

that all of the al bya
single factor: UK house prices aver
the past two decades. Research pub-
lished this week by peer-to-peer
lender Landbay found buy-to-let beat
all investment classes from 1996,
‘Those buying with cash would have
seen each £1.000 invested grow to
£5,071 by the end of 2014, 1t said, a

:mmla] return of 9.4 per

wiiel and free of the hassle of running a

cent. | returns on invest-
ment in @ home bought with a 75 per

price gains [rom past performance is
a risky game, particularly as recent
data suppest 4 cooling in the market.
Mr Hudsmolsauﬂlsuysthe rIsI:sof

Wrong answer QE won't help the eurozone
But it will b ha

Commercial property as
a buy-to-let alternative

Buy-to-let has been driving demand
for LUK mortgages, with a 14 per cent
year-on-year rise in January to
£2.500, while loans. 1o first-time
buyers, remortgaging and hamse
movers declined.

But those considering buy-to-let
should weigh the gains they expact
o make agamst the risks of putting
all thelr investment eggs In one
basket, Interest rate rises, new
property taxes and rent cantrols are
Just spme factors that could cause
difficulties.

Commercial progerty funds are
ona alternative for those who want
EXPOSUTE 10 propedty markets
withour the hassle of looking after a
buy-to-let property, Yet relatively
few retail investors are familiar with
the asset class.

Simon Tuck, head of wealth
planning at Weatharbys Private
Bank, said “In my experience the
private investor does not often think
«of commercial praperty as an
investment — ta them, property
Investments fend to be residential
But when you go through the defails
investors con see the benefit of
hodding a small element in

Awiderimpact?

Will retirement savers put sufficient
maoney into the property market to
affect house prices? Simon Gerrard,
president of the National Association

FTMoncy | 9

commercial property”

A commercial property —or a
fund with an array of such holdings
— can be held within a pension.
unlike resigential properties,
allowing tax advantages fo be
retained. Most people will gain
access fo commercizd property
through managed funds because
they are generally easier and
cheapes to getin and out of than
hoding a physical property. But this
is not akways the case: investars
were badly hif in 2008 as prices fell
sharply during the financial criss
and same were unable to sell out of
illiguid hands.

There are other ways to mwvest in
the sectar beyand funds: private
client investment business
Caonnection Capital, for instance,
puts logether syndicated pools of
Investors fo buy commercial
properties valued at between £3m
and £30m across the LI A recent
=ale of the OF Academy In
Bismingham, which it sold for £3.2m,
browght a gain near 40 per cent,

Claire Madden, Connection Capital
partner, saif the sector wis
booming across the LK and poaled
syndication offered attractive
returns. But she cautioned: “Coming
into commerciaf property via
syndication is for sophisticated
Investors”

Ray Boulger, technical director at
broker john Charcel, said increased
demand among the over-35s could
reduce agelsm among lenders, He
adlels, though, that the buy-to-let mar-
ket s eraditbonally been more open
m oiﬂ:r bharrowers than standard res-

of Estate Agents, said the needs of
i Tad P 1
bury-to-let tostoke
demand il

tgage kenders, which test
hased on the owner’s

“Properties for buy-to-let are
hugely sought afier, as this type of
property s often the same kind as
first-time buyers and those moving to
the second step on the property lad-
derarelookingat.” he said.

Savills estimates | per cent of pen-
slon wealth held by 55-64 year olds
could find its way into the housing
market every year, equivalent to
£e.4bn or 23 per cent of buy-to-let
lending in 2014,

However, Mr Hudson believes the
effects are likely to be muted. “These
are not insignificant numbers and if
all of it were to go into lowe \-x]ue

income rather than rental potential.
“There is no bogic in having an age
limit in the buy-to-let market, In
many ways once you've retired and
have more tme you can probably
manage your partiolio more easily
than when you're working,” he said.
Andrew Montlake, director at bro-
ker Coreco, sugeests lenders could
also expand the range of products
that carry lower or no penalties for
early redemption — appealing to bor-
rowers who wanted to pay of f the lnan
in tranches of pension money over
Four or five years. “If providers make
available more products without

markets you conld defini see
localised upward pressure on prices.
But across the country as a whale
we're unlikely torsee it hive a signifi-
cant impact on housge prices”

Any large effects are liable to take
e to show: not all pension provid-
ers are geared up to letting savers
have their money; while some buyers
may wish 1o take out money in

id a higher tax rate.

relying on capital
also greater now in view oflh:ld«:ll
hood of increased interest rates over
thenext few years.

“Belting your pension on house
prices rising substantially is not the
most sensible rouke b a secure retire
ment.”

Lending

The pension reforms may alsa stinsu-
late changes in the mortgage market,
brokers said, with the emergence of a
cohort of older buyers ol property,

P CTOWETS
«cam have the choiee of when to pay off
the loan using their pension.”

Buy-to-let remaing a growing seg-
ment of the property market. But
with small average pension pot sizes,
concerms over txation and diversifi-
cation, and the potential for ruinous
imvestment choices, brokers and pen-
sions expertsare sceptical of a bary-to-
let bonanza fuelled by pensions,

A survey by Fidelity Worldwide
Investment of 504 savers planning on
retiring in this tax year found just 4
per cent were thinking of using their
pension money to do buy-to-let.
“There's no great wall of money we
cansee;” concluded MrHigham,



