Spot the profit potential!

Today more than ever, forced appreciation is a must with any investor.  This is not just because cash flowing properties are harder to buy but because we have to stay with the one golden investors rule – you make money when you buy!

So here we are viewing our potential purchases looking for those tell tale signs - brown swirly carpets, avocado bathrooms, garden gnomes and wood panelling ceilings. But we also need to look at what else is the potential here, since to make a bigger impact you will need to extend upwards, backwards, sideways or in London now downwards.

Going up, building a loft conversion has become the norm in the cities now as space has become a premium. There is also a very simple reason: You are adding a bedroom and often another bathroom so you have just put up the value in excess of £50,000.  At about £25 – 30,000 to construct this, you are giving yourself a tidy sum in return. Remember though that this form of construction depends on the pitch of the roof, the ceiling levels on the first floor and the pitch and space of the stairwells. Although a loft conversion will often fit within the permitted development rights, there are a number of health, safety and fire regulations that need to be adhered too. These too often change and can be interpreted differently by different councils. 

Step outside, extensions are another money spinner if done correctly and the space that is taken from the garden or the side, or the garage is used wisely. You will rarely get permission to do two-storey extensions on terraced houses, because of issues with the neighbours affecting their privacy, but single storey extensions are usually fairly good value for money and straightforward. There are certain limits to the amount of space that you can add to homes. If you can add a loft extension, do that first. But if you can not, then make sure that you use your maximum allowance on the ground floor. You may not be able to add bedrooms but you can create an amazing family room at the back, or Kitchen breakfast area, a downstairs WC is always a profit maker.  Prices from this form of development vary according to the work load and size of the changes but again you should be looking at the value doubling the costs.

Open up the building, quite simply, remove a couple of choice walls downstairs, put in some RSG’s and open the area with light and space. This works well with the above scenario, and can help give you that wow factor as well as making the house more family orientated. The basic approach works time and time again, clean lines, new kitchen, new fresh bathrooms, fresh paint, and compact and well finished floors with new upstairs carpets. Again often a little wow factor works in your favour if you want to sell on, but if you decide to rent be careful of too many gadgets or novelties that can easily break and will be difficult to replace. The rental value can quickly rescind with just a couple of broken gadgets and then you are also setting the next rental off on the wrong footing. Be wary of being too expensive for the area.  Again, make sure that you do the research.  A simple rule of thumb is the 10% mark. If the best houses in the area have a £5,000 kitchen then you are fine on £5,500 but not £10,000.  If you spend that much money you will not get it back.

The above alterations are great for keeping a house a house, but if you want to make greater profits either through reselling or rents then on most occasions converting to flats or bed sits will be the best option. However it is good to remember that this depends on the local community, what sells in the area, what rents in the area and then finally what the council will allow in the area. 

For further information and understanding, attend the Self Build, or HMO or Distressed Property courses where different strategies techniques and information are available. 

