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MARKET COMMENTARY
It was a controversial move, back in
April 2016, when the government
launched an additional 3% SDLT
surcharge on buy-to-let properties and
second home purchases. The latest
figures show that there were 19% less
buy-to-let transactions in the year to
June 2018. This appears to coincide
with anecdotal evidence that there was
a decline in buy-to-let sales during 2017.
There were 5,400 new buy-to-let (BTL)
home purchase mortgages completed in
June 2018, which was £800 million by
value during the same year, 11% lower
year-on-year.
What appears to be happening in the
market is that the casual buy-to-let
landlords are selling up to avoid the
increased taxation resulting from a
change in the system of calculating
tax and rental income. By April 2020,
buy-to-let landlords will be unable to
deduct mortgage expenses from rental
income to reduce taxation, making buyto-let investment less attractive. Recent
increases in the interest rate, albeit by
small increments, have also made being
a buy-to-let landlord less appealing as
an investment. Larger or more corporate

buy-to-let landlords are seizing the
opportunities left by those smaller
landlords who have already pulled out of
the market.
The prohibitive surcharge on SDLT is
also starting to show that the value of
tax receipts has declined substantially
since Q3 2017. The latest statistics from
the HMRC on SDLT tax receipts show
that there was a substantial increase
in SDLT tax receipts collected between
Q1 2016 to the peak in Q3 2017 (52%),
indicating that the introduction of the
SDLT surcharge has been very lucrative
for the Treasury. Since the peak in Q3
2017, when £2.6bn was collected, the
value of receipts has fallen by 25%
and in Q2 2018 the Treasury collected
£1.9bn from SDLT tax receipts. This is
still a substantial sum and there is little
incentive for the government to end the
additional SDLT surcharge.		
Many believe that the decline in the
number of buy-to-let mortgages is a
temporary blip as buy-to-let landlords
with larger portfolios take advantage of
opportunities in the market.
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BUY-TO-LET MORTGAGES
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Nationwide House
Price Growth
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House price growth increased to 0.6% between June and
July.

1.4%

House price growth picked up in July to 1.4%. According
to the Halifax House Price Growth Index, the annual rate
of growth increased from 1.8% in June to 3.3% in July, the
largest increase since last November.

Rightmove Asking
Price Growth

0.8%

0.4%

-0.1%

Asking prices slowed down in July resulting in a virtual
price standstill. Rightmove indicates that the percentage
of sellers already on the market that reduced their asking
prices is the highest at this time of year since 2011, which
is an indication of over-optimism on the part of new sellers
in the market.
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Mortgage approval rates increased marginally between
May and June of this year.

Bank of England
Base Rate

0.50%
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The Bank of England base rate remained at 0.50% in
July; however, in August the Bank of England Monetary
Committee voted unanimously to increase rates to 0.75%.

Bank of England
Average Rate on Two
Year Fix (75% LTV)

1.74%
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The average rate on a two-year fixed mortgage was at 1.76%
in July, which is the highest this year. Since April this year,
the average rate has been around 1.73%

RICS Price
Expectations Survey
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RICS price expectations show a marginal decline, with the
net balance at -0.5%.
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HMRC Property
Transactions

The sales-to-stock ratio remained unchanged.
The number of residential property transactions decreased
by 0.8% between June 2018 and July 2018. This month’s
transactions figure is 3.2% lower than the same month last
year.
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Colliers International Group Inc. (NASDAQ:CIGI) (TSX:CIGI) is a top tier global real estate services and investment management
company operating in 69 countries with a workforce of more than 12,000 professionals. Colliers is the fastest-growing publicly listed
global real estate services and investment management company, with 2017 corporate revenues of $2.3 billion ($2.7 billion including
affiliates). With an enterprising culture and significant employee ownership and control, Colliers professionals provide a full range of
services to real estate occupiers, owners and investors worldwide, and through its investment management services platform, has
more than $20 billion of assets under management from the world’s most respected institutional real estate investors.
Colliers professionals think differently, share great ideas and offer thoughtful and innovative advice to accelerate the success of
its clients. Colliers has been ranked among the top 100 global outsourcing firms by the International Association of Outsourcing
Professionals for 13 consecutive years, more than any other real estate services firm. Colliers is ranked the number one property
manager in the world by Commercial Property Executive for two years in a row.
Colliers is led by an experienced leadership team with significant equity ownership and a proven record of delivering more than 20%
annualized returns for shareholders, over more than 20 years.
For the latest news from Colliers, visit Colliers.com or follow us on Twitter: @Colliers and LinkedIn.
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