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Introduction
As we move into 2021 and enter into a third national lockdown, parts of the economy are closed, mental
health, �nancial stability, and freedoms are once again impacted.

At the beginning of the �rst lockdown, the housing market was predicted to be negatively a�ected, and
house prices fall. That didn't happen, and as lenders put measures in place to carry out desktop
valuations the market picked up.

In this paper, we look at how the property investment market is likely to perform, the trends, geographies,
and opportunities.
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Housing Market
The housing market through 2020 remained remarkably resilient. Steps to keep the market open included
desktop valuations, virtual viewings, and of course the Stamp Duty holiday introduced by the
Government. Lenders, however, withdrew most mortgage products of 90% loan to value or higher and
tightened lending criteria.

Despite the turmoil caused by the Coronavirus pandemic, the O�ce for National Statistics reports that
house prices rose by 5.4% to October 2020. But the picture isn't as simple as this rise. As people
reassessed their housing needs, di�erent types of housing saw di�ering values. ONS reports that the
average price for a detached property rose by 6.8%, while �ats and maisonettes rose by 2.3% over the
period.

Data from the O�ce for National Statistics shows that October 2020 saw house price growth at its highest
since October 2016. Source HM Land Registry

In its latest Property and Homeowner Report, TwentyCI reports on the changing housing needs of buyers:

These requirements support the "escape from the city" movement that we have seen during 2020, caused
in part by businesses closing o�ces and moving employees to a work-from-home basis. Something which
many businesses have indicated will remain in the long term.

Gardens +17%
3+ Bedrooms +31%
Rural living +47%

Detached homes +48%
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Early in 2020, the tax regime changed. This opened up opportunities for professionals to pick up below
market value properties from hobby landlords who sold up rather than putting tax-e�cient measures in
place. There is likely to be further change in taxation with Capital Gains Tax on the agenda for reform by
the Chancellor.
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Rental Trends
Trends in the rental market are expected to mirror the changing requirements of house buyers. In a report
produced by Savills,  have reported that there is a growing demand for additional
workspace, coupled with high-speed broadband. This means that people are looking for additional
bedrooms that can be used as o�ce space.

79% of landlords

Similarly,  report growing demand for outside space. Previously tenants would have
settled on less space in exchange for a central location, but inquiries have shifted toward the need for
space.

96% of landlords

So the change in the economy caused by Covid and working from home requirements has driven change
that is likely to continue.

Another trend that has developed in 2020 and is likely to continue is the requirement for high-quality
single let properties and HMOs. With so much �nancial uncertainty, rising unemployment, and furlough,
many people are reviewing their expenditure. Moving to a smaller rental property can remove some of
those costs. So high quality, value for money property with additional facilities such as ensuite
bathrooms in HMOs are likely to see rising demand.

Furthermore, demand for family properties in commuter belts is likely to rise as the exodus from the cities
continues. This applies not only to London but other major cities like Manchester and Liverpool.

Competition will rise among landlords who are able to o�er more space, and as a result, we can expect
rental values to rise for the most sought after properties. Whilst we don't anticipate a drop in the value of
�ats and less popular properties, the rate of growth is likely to be slower in 2021.

Finally, 
. After a sharp fall into recession, strong growth later in 2021 is expected. While the housing

market has weathered the Covid storm well, as the economy stabilises so will rental demand increase in
those areas where growth is likely to be most pronounced.

Savills and numerous economists anticipate that Covid will have a "v-shaped" e�ect on the
economy
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Geography
Growth areas have been the , thanks in part to the investment in the

. Rental yields in cities like Liverpool and Manchester are
among the highest in the country, while the South and London lag behind.

North East, North West, and Midlands
Northern Powerhouse and Midlands Engine

The National Landlord Index published by Accomodation.co.uk reports that 
. the South East rated second,

closely followed by the West Midlands. Scotland, Wales, and the East of England were seen as the least
attractive.

32% of landlords have
identi�ed the North West as their preferred region for investment in 2021

In a report produced by UK Developer SevenCapital, 7 of the top 10 cities rated best for property
investment in 2021 are in the North and Midlands.

Rental yields range from  in Liverpool up to  in Newcastle. Price growth over the past 5 years
has ranged between . Whilst house prices in London and
the South East have grown faster, the relatively high price of properties makes these areas a more
challenging proposition to �nance, with higher risks should properties have periods where they are not let.
The risk of this could become more real as working from home alters where people want to live.

4.66% 6.5%
6.2% in Newcastle up to 16.92% in Nottingham

In the case of the North and Midlands, even though growth is higher than elsewhere, 
. In terms of investment risk, that puts investment in these

regions within reach of most property investors.

prices remain lower
than the South East, London, and the East

And with continued investment through the Northern Powerhouse and Midlands Engine, 
. As the economy returns to growth it is likely that

this demand will accelerate as new employment opportunities are created.

rental demand
remains high, even during the Coronavirus pandemic



Property Outlook 2021

6

Where individual tenants are looking to save costs but are still seeking high-quality accommodation the
landlord that can o�er the right property will be able to do so at a premium. That may be through
refurbishment of existing properties or investment in an existing HMO or property suitable for conversion.

Single Tenant Properties
Where individuals are looking to save costs taking on a smaller property makes sense. Again, responding
to market conditions and identifying and investing in property types that are in demand is a sure way to
improving rental yield and opening new opportunities for additional investment. In this case, the risk is
also lower thanks to the relatively low property price and higher yield.

Opportunities
There is a risk of higher taxation through changes to the Capital Gains Tax regime. But with every risk
comes an opportunity. In this case, the motivation to reduce potential exposure to capital gains tax could
motivate property investors to streamline their business structure and look at how it runs, how tax-e�cient
it is across the board, and where the opportunities for raising capital for additional investments lie.

High-quality HMOs

In terms of opportunities for investment, responding to market conditions
and the changing requirements of tenants will be key to growing property
investment businesses in 2021.

Family Properties
Rising demand in commuter belts for properties suitable for families will underpin more steady growth
over the next few years. So investment in properties with more space, bedrooms, and gardens not only
responds to the demands of the market but is a stable investment over a prolonged period.
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Where to Invest

The Midlands Engine will continue to drive economic development and with it rental demand during 2021
and for future years. Cities like Birmingham and Coventry present similar opportunities to the 

 cities, with similar requirements on the part of tenants that have developed during the
Coronavirus pandemic. And the ongoing in�uence of the  investment will drive economic
growth during 2021.

Northern
Powerhouse

Midlands Engine

House Price Growth by English Region to October 2020. Source HM Land Registry

Northern Cities
Cities such as Manchester, Liverpool, and Newcastle present . House prices are still
lower than in other areas such as London and the East, so investment is within reach of most investors.
And with investment through the Northern Powerhouse, demand is likely to remain high.

strong rental yields

The North East and North West
While the cities are suitable areas for property investment, growing demand for properties with access to
the cities but with space means that the suburbs, commuter belts, and more rural areas present
opportunities for investment in property suited to families. And the economic driver of the

 coupled with growing work-from-home businesses
 Northern

Powerhouse

The Midlands

Getting the right property is important, but where it is plays just as
important a part. Finding the right balance between price, yield, and
demand should govern where the investment is made.
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House price growth has been estimated by economists at between , so the outlook for the
market is positive. A dip at the end of the Stamp Duty holiday is expected, but only for the short term. In
terms of the rental market, the outlook is also positive, with the opportunity created by investment and
the change to working patterns and requirements on the part of tenants driving opportunities for property
investors through 2021 and beyond.

0% and 8%

2020 has been a challenging year without a doubt. Rent arrears have increased. Many landlords have
worked with their tenants who have lost their jobs or been furloughed. And primary legislation to protect
tenants from eviction has allowed the less scrupulous to play the system without any protections for
landlords. However, the housing market and rental market have held up remarkably well with growth in
parts of both sectors.

Outlook for 2021
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