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Over the last 20 years or so, investment into buy-
to-let property has generated very good returns as 
the housing market has risen inexorably and this 
has clearly attracted many people. Recent research 
by the Resolution Foundation highlighted that the 
number of multiple home owners grew by 30% 
between 2002 and 2014, with as many as 5.2 million 
UK adults (or nearly one in ten) having bought 
or inherited a second home. However, are we now 
beginning to see the end in sight for this type of 
investment?
There is clearly a housing shortage and in order to tackle this 
problem, the Government is taxing investment property owners 
more heavily. At the same time, the recent increase in the ISA 
allowance and the new flexibility on pension savings may have 
had some impact on private investment veering away from 
housing and into other forms of investments.

The changes to taxation for buy-to-let investors are some of the 
most significant for many years and only time will tell whether 
they will have the impact the Government desires. Nevertheless, 
investors should be aware of the details so that they can make 
informed choices.

Key tax changes for buy-to-let investors to note include the 
following:

• Stamp Duty: buy-to-let investors face a 3% stamp 
duty surcharge when purchasing a property for over 
£40,000 to be rented out.

• Capital Gains Tax: when selling a property, buy-to-
let investors pay higher taxes on capital gains than 
investors in other asset classes - 18% versus 10% for 
basic rate tax payers and 28% versus 20% for higher 
and additional rate tax payers.

• Mortgage Interest Relief: planned restrictions on tax 
relief on mortgage interest may eat into the income some 
landlords are able to generate from their buy-to-lets.

It should also be noted that other forms of investment are now 
more attractive from a tax perspective, thanks to lower capital 
gains tax rates as well as new tax-free allowances on savings 
interest and dividends. Then, when you consider that this year’s 
annual ISA subscription limit has risen to £20,000, enabling 
investors to build a pool of tax-free assets more quickly, you 
can see why buy-to-let is not looking as attractive as it once did, 
especially for new investors. The tax changes highlighted above 
mean that many landlords start at a disadvantage, relative to 
those putting money into other investments.

As an asset class, property has always been considerably more 
illiquid than listed equities and bonds. In a market downturn, it 
can take a long time to sell a house. It is also wise for landlords 
to keep some cash aside to cover unexpected repair bills and 
rental voids (i.e. periods when you don’t have a tenant). This ties 
up money that could otherwise be put to work.

Whilst we accept that property has been a very successful 
investment over the years, for existing investors and especially 
for new investors, there are now more obstacles in the path of 
buy-to-let investors than ever before, and by starting on the 
back foot, property will need to significantly outpace other 
investments over the longer term. 

Should you wish to discuss the content within the article and 
how it may relate to your financial circumstances, as always 
please do not hesitate to contact us.
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