
 

Hearthstone Investments: TM home investor fund starts 2021 with positive returns as a 

result of 99% rent collection and property valuation uplifts 

 

UK residential property market 

On January 4th the Prime Minister announced a national lockdown but unlike during the first lockdown in Spring 2020, 

the housing market remains open and housebuilders, estate agents, valuers and removal companies can carry on their 

activities following strict Covid-19 protocols. 

All eyes are now set for the upcoming 

Budget on March 3rd. Naturally the 

question of whether the Stamp Duty 

holiday will come to an end captures 

headlines. A review of previous policy 

changes to Stamp Duty demonstrates 

that typically there is no “cliff-edge” to 

house prices once incentives are reduced. 

Our analysis compares data sourced from 

HMRC for residential property 

transactions in the UK, and the average 

house price from e.surv (previously 

known as LSL Acadata). Whilst there is no 

direct link between SDLT rates and house 

prices, changes to rates and thresholds do 

tend to affect demand.  

In cases of pre-announced changes, it is usual to see a 

spike of transactions as buyers rush to complete before 

the deadline. Whilst this naturally creates a fall in post-

deadline transactions, historically that has not translated 

into falls in house prices, as potential sellers such as 

owner occupiers as well as housebuilders can reduce 

supply. This seems to be impacting the housing market 

already. January data from Zoopla indicates falls in supply 

of both new homes and homes for sale, although some of 

these falls might also be linked to the 3rd lockdown.  

However, during 2020 average house price indices were heavily skewed upwards by premium property transactions. 

As such these aggregate indices might currently be an imperfect comparator for many people’s homes. Consensus 

forecasts for 2021 point towards a small dip in house prices overall; should we see a reversal of 2020, such falls would 

most likely be driven by the premium end of the market. 

There are a number of other policies that will impact the housing market, landlords and tenants – directly and 

indirectly. The furlough scheme, currently extended to April, and the level of Universal Credit impact tenants’ abilities 

to pay rent. Recent experience shows that these measures are only phased out once the government view of the 

employment market is sufficiently positive. Furthermore, given that interest rates are unlikely to change anytime soon, 

there are discussions under way to potentially relax some of the Bank of England’s affordability rules for lenders. 

Finally, further incentives to First Time Buyers such as some sort of a mortgage guarantee which was operated 

between 2013-2016 could be re-introduced.  
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As in 2020, it is difficult to predict house prices over the coming quarters; many investors in property will be 

considering longer term trends where there are similarities across countries globally. Knight Frank reports that as per 

the latest available quarter, house prices grew by 4.5% pa across 56 countries measured. Only a small number of these 

had some sort of a stamp duty holiday or 

relaxed mortgage lending rules (apart from 

the UK, New Zealand and some cities in India). 

Other markets such as the US, China, France 

or Germany saw house prices grow in 2020. 

Whilst every country is different, some of the 

reasons are the same globally: Strong demand 

as a result of low interest rates and a shortage 

of housing as well as relatively healthy 

household finances in particular for wealthier 

segments. 

 

TM home investor fund 

The Fund recorded positive returns of 0.28% in January (net of fees). 

The Fund once again demonstrated the income resilience of the residential sector with rent collection at 99% in 

January, and in significant contrast to many commercial property funds. We are also seeing occupancy in the portfolio 

hold steady at percentages in the upper   ’s  and arrears continue to fall as tenants pay down their debt through 

agreed payment plans and increased financial optimism.  

Property valuations increased by 0.33% at property level once again being driven by houses within commuting distance 

of cities. The TM home investor fund holds properties with an average value of £250k which are let to tenants earning 

average or below average salaries. As much of the recent transaction volumes impacting various house price indices 

occurred at the premium end of the housing market, we are currently seeing a certain disconnect between mainstream 

house prices and reported indices. Furthermore, the TM home investor fund relies on direct comparable sales 

evidence for valuation adjustment. The significant strain on various participants in housing transactions is still leading 

to some delays for the Standing Independent Valuer CBRE who can only adjust values in the portfolio once the sale of 

comparable properties have exchanged. 

The following table contains the latest performance metrics for the Fund: 

 

We have now started conversations with a small number of housebuilders in relation to a potential acquisition in the 

North West or Yorkshire and hope to be able to update further over the coming quarter. 

Finally, we are pleased to report that the TM home investor fund received a Fund Certification from 3D Investing, 

which provides an independent verification of the extent to which funds meet their Responsible Investment objectives. 

3D investing is part of the Square Mile Research. 

Stuart Springham 

Fund Manager 

4th February 2020 

 



 

 

Important information 

Past performance is not necessarily a guide to future performance and future returns are not guaranteed. Investors may get back 

less than the amount invested. 

Residential property values are affected by factors such as interest rates, economic growth, fluctuations in property yields and 

tenant default. 

Property investments are relatively illiquid compared to bonds and equities, and can take a significant amount of time to trade. 

Hearthstone Investments Ltd is the parent company of the Hearthstone Investments Group. Regulated business is carried out by 

Hearthstone Asset Management Limited. Hearthstone Asset Management Limited is an appointed representative of Thesis Asset 

Management Limited which is authorised and regulated by the Financial Conduct Authority (114354). Hearthstone Investments 

Ltd (06379066) and Hearthstone Asset Management Limited (07458920) are both registered in England and Wales. The registered 

office for both companies is c/o Waterstone Company Secretaries Ltd Third Floor, 5 St. Bride Street, London, United Kingdom, 

EC4A 4AS. 

Thesis Unit Trust Management Limited is the Authorised Corporate Director. Authorised and regulated by the Financial Conduct 

Authority (186882). 

 


