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“For the majority of people who will benefit from the
pensions freedoms, a buy-to-let investment is unlikely to
be either a viable or an enticing investment option. Even

ignoring funding complications, the perceived hassle of
being a landlord puts many off.”

– Sean Song, Research Analyst – Financial
Services

This report looks at the following areas:

• The calls for regulation and the impact of the European Mortgage Credit Directive
• Impact of pensions reform in April 2015
• England’s shifting housing dynamics

The buy-to-let market has grown by nearly £7 billion in terms of values advanced in 2014. This reflects
strong, sustained rental demand, and confidence in the property market. In turn, this has led to an
optimistic outlook from lenders in the market, who are backing the buy-to-let market to continue its
growth into 2015. In light of this, there has been a wave of major competitors entering the market,
which has put downward pressure on mortgage rates.

In turn, these low rates have made buy-to-let even more attractive to many customers, especially
when considering how low current saving rates are. There has also been speculation as to whether the
market will be impacted by the pension freedoms coming into effect in April 2015, which will allow
pensioners more flexibility with how they access their pension pots.

Understanding who these potential investors are is crucial, as is helping them understand the buy-to-
let market. This report examines attitudes towards property investment among both non-landlords and
existing landlords, and also looks at likeliness to invest. Analysis of key market drivers, such as housing
stock, arrear rates, and effective mortgage rates, is also included. The impact of regulatory changes,
including the European Mortgage Credit Directive, and pension freedoms are analysed, as is the risk of
further regulatory changes.
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Figure 20: Buy-to-let mortgage market – strengths, weaknesses, opportunities and threats, 2015
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Mainstream lenders cater for the first-time landlords
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The Post Office

Landbay – Peer to Peer funded buy-to-let lending

Paratus AMC launches buy-to-let products through Foundation Home Loans (FHL)

Lenders slash rates in price wars
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Figure 22: Value of advances for new buy-to-let re-mortgage/new house loans, January 2014-November 2014
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Figure 23: Forecast of new buy-to-let mortgage advances – fan chart, 2009-19

Figure 24: Figure 21: Forecast of the number of new buy-to-let mortgage sales – fan chart, 2009-19

Forecast methodology
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Figure 27: Key interim financial data for Nationwide, H1 2013 and H1 2014

Recent activity

Paragon
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Figure 28: Key annual financial data for The Paragon Group, 2013 and 2014

Recent activity

Barclays
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Figure 32: Proportional distribution of regulated mortgage sales, by channel, 2010-14
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6% report owning at least one rental property
Figure 33: Rental property ownership, December 2014

More than one in 20 people are landlords

People who are married are more likely to be landlords

There are a greater number of landlords in London and the South

Self-employed respondents are three times more likely to be landlords
Figure 34: Rental property ownership, by working situation, December 2014
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Two in five people have some form of pension provision

Brand Communication and Promotion

Channels to Market

Rental Property Ownership

The Impact of Pension Reform
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Figure 35: Ownership of investments, December 2014

13% of non-landlords aged over 55+ with a pension are considering investing in buy-to-let…
Figure 36: Non-landlords’ investment plans, by investment ownership, December 2014

… but pension freedom is unlikely to transform the market

Key points

Roughly one in five landlords have a buy-to-let mortgage
Figure 37: How landlords are funding properties, December 2014

Private rented accommodation is roughly half mortgage-funded, half owned outright

30% of rented accommodation is funded through residential mortgages

Key points

Half of all privately rented accommodation is bought specifically as an investment property
Figure 38: Reasons for becoming a landlord, December 2014

Over one in five landlords let out property as a result of changes in living situation

Key points

One in 10 landlords are serious considering buying another property to add to their portfolio
Figure 39: Landlords’ future investment plans, December 2014

Roughly one in 10 landlords are potentially looking to buy another property to let out

Key points

More than a quarter of non-landlords would consider becoming a landlord
Figure 40: Non-landlords’ future investment plans, December 2014

Non-landlords from Scotland and the North West are most likely to consider investing in property
Figure 41: Non-landlords’ investment plans, by region, December 2014

Almost one in five non-landlords aged 55-64 would consider property investment
Figure 42: Non-landlords’ investment plans, by selected age and working status, December 2014

Disinterest increases greatly from non-landlords aged 65+ and among those already retired

Barriers to entry for non-landlords
Figure 43: Non-landlords’ investment plans, by attitudes towards buy-to-let, December 2014

Key points

The hassle factor is the main barrier to investing in property
Figure 44: Attitudes towards property investment, December 2014

One in four people would need a mortgage in order to finance a buy-to-let
Figure 45: Attitudes towards property investment among potential investors, December 2014

Buy-to-let Mortgage Ownership

Reasons for Becoming a Landlord

Landlords’ Investment Plans

Non-landlords’ Investment Plans

Attitudes towards Property Investment
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Value forecast – best and worst case scenarios
Figure 46: Forecast of new buy-to-let advances – best- and worst-case scenarios, at current prices, 2014-19

Volume forecast – best and worst case scenarios
Figure 47: Forecast of the number of new buy-to-let mortgages – best- and worst-case scenarios, at current prices, 2014-19
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