Sitting Tenants – like the reversionary strategy when you think outside the box it is amazing what you will find!

Sitting Tenants are literally dying out since those that are around went into their accommodation pre 1989 when they were under the Rent Act 1977 which gave tenants statutory protection – security of tenure for life – should they choose to stay. This is over 19 years ago and although rare you will still come across sitting tenants.  So how can this work for an investor?

Any sitting tenant who has been in their respective flat for the best part of 20 years is not necessarily going to leave. Since they are on minimal rents, and since they can not be made to leave, why would we want to buy the flat, or for that matter the block that the flat may be in?

Capital growth – like in the reversionary strategy, you will be able to pick up these flats and buildings with sitting tenants quite cheaply, especially if the seller has become distressed. Recently one of our speakers found a 3 storey mixed usage building for sale within London for £600,000. With 3 shops and 4 flats above, this property was seriously undervalued. The problem was that one of the flats was utilised by a sitting tenant. The tenant was not interested in leaving at any price, and to be honest with the location and the rent, this was not surprising. However our investor here thinks long term not short term. He has negotiated from the distressed seller a further 17% discount for a quick sale, and is looking at redeveloping the whole complex at a later date. The tenant in question is actually being well looked after since the investor has refurbished all the flats as in accordance with his normal buy to let strategy of refurbishing ever 7 years.  At 67 years old he has made it clear that he will eventually move on and live with his children.  The remaining flats and shops are now cash flowing, but because of the sitting tenant the investor bought an undervalued property at discount with massive growth potential once the sitting tenant moves on.

For more information about sitting tenants and commercial property buying, call Andrew Stephenson on 0208 996 6728 Or email andrewstephenson@wincorporate.com and book your place on the Commercial Property course 

