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Stepping onto the buy-to-let ladder can be a daunting
prospect. It’s not like buying your own home, which can be
complicated enough.

There are all sorts of other things you need to think about
around legalities and finance and of course your tenants.
Whether you’ve found yourself as an accidental landlord or
have aspirations of building a buy to let portfolio, it maybe
worth considering the following 12 tips. Understanding and
appreciating these points could mean all the difference
between success and failure.

Read, Listen and Learn 
The key to investment is not having the most money, it is to be
intelligent with the money that you have. When purchasing a
buy-to-let property, smart investors truly understand what
they’re doing. They know how to research a property, how to
work out the metrics, the common signs to look out for and
which properties actually make sense as buy-to-let
investments. It almost goes without saying, informed decisions
tend to be good decisions. 

Increasingly, to become a landlord is to acquire an additional
profession. It takes time and experience to develop the
knowledge and understanding required to succeed. Before
purchasing your first buy-to-let, you should take time to learn
about the property market and the requirements of being a
landlord. Read, listen and read some more. These should be the
fundamental first steps of any would-be landlord. 



Understand your Property Taxes 
When looking to purchase a buy-to-let property, you need to
assess the best structure to minimise your taxes and costs.
Owning a property in your own name (as a sole trader),
partnership or through a limited company can affect everything
from the financing options available, through to the land taxes
you are liable to pay.

If you’re planning to profit by the property price increasing
(often called ‘capital growth’), then you’ll need to factor in the
effect of Capital Gains Tax when you sell it. 

If you inherit a property and are thinking about renting it out,
don’t forget that the deceased person’s estate might be
charged Inheritance Tax, which could be as much as 40%.
That could mean you’d have to sell it. 

We recommend that you speak to a tax expert if you have
inherited, or expect to inherit, a property. At identityfs we have
access to tax professionals that specialise in advising/helping
clients structure their business accordingly.

 



How to Structure your Business

Sole Trader – “One Man Band”
This is the simplest form of business.
A sole trader owns and runs his or her business directly – he or
she is “self-employed”. All the risks and rewards are his
directly, and all the decisions about the business are his.
If things go well he or she owns all the profits that are made
(after having paid tax on them!). 

However, if things go badly the sole trader is liable for all the
debts of the business. We call this “unlimited liability” – if the
sole trader’s business fails, his private property can be taken to
pay off the debts of the business. In other words, even his
personal wealth outside of his business is at risk.
In summary, there is no real distinction or ‘barrier’ between the
individual and his or her “one man band” business.

Partnership
Where two or more people own and runa business
together,they are generally referred to as operating in
partnership.  Like a soletrader, all therisks and rewardsbelong
to thepartners – butthe crucial point is that, in an ordinary
partnership, EACH partner is JOINTLY liable for ALL of the
partnership’s debts.

 



If things go wrong, any money owed by the partnership
business can be recovered from the partners themselves – and
if oneof them hasno money topay, the otherpartners will have
to pay that person’s share of the debts as well. Like the sole
trader, a partner’s liability is “unlimited” – even non-business
personal wealth is at risk.

Limited Company
A Limited Company is a “legal person”. This means that it
exists independently of its owners – its shareholders/durectors
– and it can make contracts, and be sued for its debts in its
own name and on its own behalf. 

Here, the word “Limited” means that the shareholders’ liability
is limited to the money they have invested in their shares. If
things go wrong then, in the vast majority of cases, the worst
that can happen to the shareholders is that they will not get
their money back – though as we shall see, this is not always
the case. 

One of the key consequences of this legal distinction is that a
company’s money does not automatically ‘belong’ to the
shareholdersin the waythat it doeswith one manband and
ordinary partnerships, as noted above. Even if you own all of
the shares in your own company, its assets – including its cash
– are primarily the legal property of the company. 

 



As a general rule of thumb, if you are a higher rate taxpayer or
are planning to purchase the first of many properties, then a
limited company structure may be more desirable. If you
already own a property outright and you are not a higher rate
taxpayer, keeping the property in your own name might be the
better bet. 

You should speak to an accountant/tax specialist and
Identityfs can help with this. They will help you consider the
pros and cons in detail before purchasing a property. Having
the right structure in place from the outset will save you both
time and money in the long run. You should also decide on a
structure before you start purchasing properties. Other wise
you will have to go through a lengthy process to transfer them
at a later date and this could cost you time and money.

Note: Please speak to us at identityfs, where we can talk you
through the pros and cons. To enable you to make an informed
decison going forward. Saving you time and money in the long
run.

Get Finances in Order
Few landlords are mathematical geniuses. However, it is
imperative that you become comfortable with some of the key
ratios and metrics used by buy-to-let investors. Take time to
understand and become comfortable with gross and net yields.
Ensure you understand how leverage, capital growh and
compounding work. Sit down and work out how much you can
afford to spend and how much you need to keep as a rainy-day
fund. 



Gross Yield 
Net Yield 
Loan to Value (LTV) 
Return on Investment (ROI) 

As a minimum, you should be able to work out and understand
the following: 

Once you are comfortable with how the ratios work and why
they are important. It is then a question of determining at what
point they work for you. Are you happy with a 3% net yield? If
you use leverage, are you comfortable that the loan-to-value is
appropriate and sufficiently contributes to the return on
investment? You should determine your target returns and
ratios and use these to filter and assess prospective properties. 

Once you have found a suitable buy to let property you’ll need
to work out how you’re going to fund the purchase and unless
you’re a cash buyer you’ll need a mortgage. You’ll need to
ensure that the rent you charge will cover your mortgage
payments and decide whether you want an interest only or
capital repayment mortgage on a fixed or variable rate. As well
as a deposit don’t forget about other expenses including
valuation and application fees, surveyor and conveyancing
costs, and stamp duty.



Why is this property listed for the price that it is? 
Is this property better or worse than the ones you have
viewed previously and why? 
What sort of tenants would the property attract and how
much rent would it yield? 
How much do you think that the property is worth? 

Get your Feet Through the Door 
The property market is unique in that no two properties are the
same. Even two flats in the same building can be of different
sizes, layouts and locations. This means that, for every rule or
metric, there is an exception. To properly understand the
property market, you need to view as many properties as
possible. You should aim to view between 50 and 100
properties before you purchase your first buy-to-let. 
When viewing properties, it is not enough to just see them. You
need to be able to consider and analyse the properties to
determine their worth. In each instance, you want to consider
questions such as: 

When you view a significant number of properties before
purchasing, you are allowing experience to mould your
investment framework. What you will find is that your criteria
will undoubtedly change over time. Your understanding of what
makes a good and a bad investment will begin to refine and
you will be better equipped to judge the value of properties in
general. 



Rely on the Experts 
A depressing truth of the property market is that there are
some out their who wish to hide or deceive. There are many
tricks of the trade which can be used to disguise or hide
problems from uninitiated purchasers. Whilst there is a route
for recompense, the property market is a market which
operates behind the veil of ‘buyer beware’.

As a first-time investor or landlord, you will want to avoid the
risk of purchasing a property which may incur substantial bills
in the future. As such, it is always advisable to rely on the
experience of a qualified building surveyor to check the issues
you are not trained to see. Many investors will skimp on the
cost of a surveyor, only to pay a substantially greater cost
further down the line. 

When purchasing a property, it is not uncommon to state that
your offer is conditional on completion of a building survey.
This can be useful on a number of fronts. Firstly, should the
surveyor find anything, you can use this as an opportunity to
negotiate the price down or re-evaluate your decision.
Additionally, it is not unheard of to meet the surveyor during or
after a survey to discuss the issues and learn about the checks
they make. This can be a valuable learning opportunity for you. 

 



Build your Network 
Few landlords and investors operate alone. The best property
investors are surrounded by capable advisors and one of the
best things you can do is to build up an experienced and
trusted team of people you can rely. Invest in your network and
your professional relationships. 

If you are planning on using a mortgage, find an experienced
and independent mortgage broker early in the process. You will
be able to send them properties you are considering to check
for any potential complications with financing. If you see a
property you like the look of, a mortgage broker can adviser on
such things that need to be checked on, for example is the
property next to, or above a commercial property? This isn’t a
no go, but there is certain criteria to be met before a lender will
lend. Is the property a flat, with cladding? Again there is criteria
to be met, and at identityfs we can help with the paperwork to
request that would satisfy lending criteria.

Such brokers can be a rich source of advice. 

At identityfs we have access to all the property professionals
you will need to support and advise you through your landlord
journey.

 



Location, Location, Location
It may be tempting to purchase a buy to let property in the area
you live in but think about whether there is a big enough
market for tenants. Going further afield may increase your
options. With more and more people going on to further
education, university towns and cities are hotspots for buy to
let properties. 

Register your property with the university housing services to
increase your chances of ensuring your property is occupied
each term. Properties within walking distance of major
employers, shops and transport links are ideal, but try to avoid
somewhere close to a nightclub, pub or fast food restaurant, or
on busy roads and junctions. You don’t want tenants
complaining about noise, smells or fried chicken bones littering
their front garden.

Landlord or Letting Agent 
One of the big questions you need to ask yourself is whether
you will be an active landlord or whether your will be relying on
a letting agent. For many, it will be a simple question of
whether you have the time and willingness to manage tenants
or not. If you have sufficient interest and time, then managing
properties yourself can save costs and increase profitability. If
you do not, then a letting agent should help to save you time
and stress. 

 



you choose to use a letting agent, be under no illusion that this
will make your investment entirely passive. Owning a buy-to-let
property still requires time and effort, even when using a
capable letting agent. You will be required to choose the
appropriate tenants, negotiate contracts and manage your own
letting agent. You will exchange face-to-face contact with
tenants for routine calls with your letting agent. 

Safety Checks and Insurances
If you choose to actively manage your properties, ensure that
you are up to date with the legal requirements and
responsibilities of being a landlord. You should check if you
need a landlord’s license from your local council before your
property can be legally rented.
 
If you are offering your property as a furnished home, think
carefully about what you will provide and remember that all
upholstered furniture must comply with the fire and furniture
law.

You will need to ensure that you routinely complete gas and
electric certifications, EPC report and that the property is in an
appropriate condition. You need a valid EPC report for your
properties in order to get a mortgage. 

It is the landlord’s responsibility to ensure that smoke alarms
are installed on all floors of the property and that carbon
monoxide detectors are located in any room where solid fuels
(wood, coal, or biomass) are burnt. 



Loss of rent
Damage
Legal expense
Liabilities

Make sure these have been tested and are working before the
lease begins.

If you don’t inform your building insurer that you are renting
your property, you risk invalidating your policy. It is worthwhile
to purchase specialised landlord insurance, as most standard
building insurers will not provide the protection you need as a
landlord. A good policy should cover:

Keep a Record 
Buy-to-let properties in the UK require a significant amount of
paperwork, both when they are purchased and when they are
let out. This paperwork is a legal requirement and needs to be
filled out correctly and kept securely. 

A good tip for new landlords is to ensure that all the paperwork
you encounter is stored safely and correctly. You will realise
the value of doing this when you re-mortgage for the first time.

If you own a number of properties, then lenders will want to
know the finances of all your properties/portfolio when
purchasing or re-mortgaging one property. So its best to keep
all your financial information in a spreadsheet that can be
easily accessed in one go.

 



Buy to let mortgages
A buy-to-let mortgage is very different than the mortgage you
may have for your own home. For a start, the amount you can
borrow depends largely on the rental income you expect to get
from the property, although we may consider other income you
receive in some circumstances. 

As a guide, many lenders specify that your rental income
needs to be 25% to 45% higher than your mortgage payment.
The eligibility terms can be different, too. You’ll also need to
provide a higher deposit on a buy-to-let property – typically at
least 25% – and you’ll find that the interest rates on buy-to-let
mortgages are higher than they are for residential mortgages. 

Many lenders will also charge a product fee, and don’t forget to
factor in the usual property purchase costs, such as surveys
and legal fees.

With an interest-only mortgage, you only pay the mortgage
interest each month. This means at the end of the mortgage
term, you’ll still owe the amount you initially borrowed – and
you’ll still be charged interest on the full balance of the
mortgage each month until it’s repaid. Some buy-to-let
investors choose this option because the lower monthly
payments make it easier to meet the rental income criteria for
buy-to-let mortgages, although there are extra conditions for an
interest-only deal. Many plan to sell the property at the end of
the mortgage term to cover the mortgage balance. 



The risk here is that if the housing market changes and your
property decreases in value, you’ll face a serious loss as you’ll
still need to pay back the original amount you borrowed. For
that reason, most lenders will ask you to explain how you
intend to pay back the amount you borrowed when the
mortgage ends. 

With a repayment mortgage, your monthly payments will be
higher because you’ll be paying both the interest and part of
the amount you borrowed. But at the end of the mortgage term,
your debt will be fully repaid.

Don’t get emotional
Remember your buy to let property is not your home. It is a
business and you should think about it as such. Forget all your
likes and dislikes and look at the property through the eyes of
your potential tenants. Decorate and furnish your property to
attract tenants rather than to please yourself and don’t be
tempted to install high-end appliances, which will do little to
increase the rental value. Expensive gadgets will also come
with expensive repair bills. You can’t go wrong with white or
magnolia walls and ceiling and although wall-to-wall carpeting
or wooden floors may be more in keeping with your style think
about how easy they are to keep clean and how expensive
they would be to replace.



Disclaimer: This Identityfs blog post is produced for general
guidance only, and professional advice should be sought
before any decision is made. Nothing in this post should be
construed as the giving of advice. Individual circumstances can
vary and therefore no responsibility can be accepted by the
contributors or the publisher, Identityfs, for any action not
taken, or any decision made to refrain from action, by any
readers of this post. All rights reserved. No part of this post
may be reproduced or transmitted in any form or by any
means. To the fullest extent permitted by law, the contributors
and Identityfs do not accept liability for any direct, indirect,
special, consequential or other losses or damages of
whatsoever kind arising from using this post. 

If you fail to keep up with payments on your mortgage a
‘receiver of rent’ may be appointed and/or your rental property
may be repossessed.

 


