
Back in 
vogue
Priya Kotecha and Barry 
Marcus look at the now 
fashionable buy to lets
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Buy to lets are back in fashion, looking increasingly 
attractive in view of low rates and stock market volatility. 
But investors should exercise caution – while rates are low 
right now – they must rise again someday, and this in turn 
will increase the cost of borrowing. Much of your success 
will depend on the type of mortgage you are able to 
secure – but this can be a tricky area with a lot to take into 
consideration. However, you now have the opportunity to 
be a fly on the wall and listen in to my meeting with Dr 
David Cameron (a dentist) and Barry Marcus (a finance 
specialist) but only if you promise to listen quietly…
PK – One of my clients wants to invest in a buy to let. 
Based on the market at the moment, how much does he 
need to have for a deposit approximately and how much 
can he expect to borrow?
BM – Although you can obtain buy to let mortgages up 
to 85% of the purchase price or valuation, we generally 
recommend you do not exceed 75% borrowing, as the 
85% mortgage products tend to be expensive. How much 
you can borrow is determined by the anticipated rental 
return as lenders tend to like to see a margin of around 
25% above the mortgage interest. As a quick example, 
if your mortgage payments were £1,000 per month, the 
rental would need to be at least £1,250 per month. Each 
lenders criterion is different, which is why you need 
independent mortgage advice to guide you through the 
process.
DC – Do I have to get a special buy to let mortgage or can 
I use a normal mortgage?
BM – If you are taking a mortgage on the property you 
are letting out this will need to be a buy to let mortgage.  
However, if you have sufficient equity in your main 
residence and income to support it you can take a normal 
mortgage and buy the investment property with no 
borrowing.  This tends to be a cheaper way to finance (ie: 
approximately 1% per annum in interest charges) but you 
would be limited to how much in the way of funds could 
be released, as determined by your earned income and 
equity. This could be a good route for a client who wants 
to buy one or two properties only.
PK – Remember David, you will also get tax relief on the 
interest part of each mortgage payment, but obviously 
not on the capital part. The interest you pay is effectively 

deducted from your rental income (along with some other 
things!) to leave you with your rental profit on which 
you are taxed. If you make a loss – you can use this loss 
to offset a rental profit on another property or carry it 
forward for use against future rental profits (subject to 
certain conditions).
DC – So, if the interest rate goes down, I may actually 
have to pay tax even though once the capital part of my 
repayment is deducting, I am actually making a loss?
PK – Yes! But don’t forget you also get relief on other 
expenses to do with the let, such as letting agency fees, etc.
DC – And what happens if I decide to sell the property?
PK – If you have never lived in that property as your 
principal private residence (or PPR as we affectionately 
call it) you will be taxed on any gain at current capital 
gains tax rates (currently the highest rate is 28%). 
Before tax is calculated though, your annual exemption 
(a tax free allowance) is deducted from the gain. This is 
currently £10,600. If two people own the property jointly 
– you can each use your individual £10,600 against the 
gain before being taxed on it! If you make a loss, you can 
offset this against other capital gains you have made, or 
carry it forward to use against other capital gains in the 
future. Handy!

If you have lived in the property for some time as your 
PPR as well as renting it out at another time, there are 
certain exemptions that are available…
BM – But don’t forget, if you want to live in the property 
you would have to convert the mortgage from a buy to let 
to a normal residential mortgage. The residential mortgage 
would be subject to you being able to afford the payments 
based on your earned income (ie: employment and/or self 
employed). Any rental income would be ignored when 
assessing affordability.
PK – Are there any particular lenders at the moment you 
would recommend for buy to lets, Barry? Dr Cameron is 
very keen.
BM –  This depends on the client’s circumstances and 
specific requirements. Factors would include: the type of 
property being offered as security, the client’s age, earned 
income, anticipated rental income, credit history and 
level of deposit being put down. There are in excess of 20 
lenders actively lending in this market and this is growing 
all the time.  
DC – Right, I am going house hunting!Priya Kotecha (ACA, DipPFS) is a partner 

and chartered accountant with Mac 
Kotecha & Company, established for 
more than 29 years, where her and 
the senior partner deal exclusively 
with dentists. The company offers 
accountancy, taxation and payroll 
services in addition to invaluable advice 

on practice management, buying/setting up a practice 
and other dental issues. Contact on 020 8346 0391 or go 
to www.specialistdentalaccountants.co.uk.

Barry Marcus is a director of Property 
Asset Finance, which has been 
established for more than 20 years. It 
offers independent advice on all types 
of property finance, including buy to 
let, residential, commercial and bridging 
finance. For more information, contact 
Barry on 01923 352235 or visit 

www.propertyassetfinance.co.uk.
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