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When the three R’s you were taught

 at school aren’t enough
I had some interesting feedback from last week’s article, even from a developer I had dealings with a couple of years ago – at that time he was unhappy with my view on the marketing prices for the villas and apartments on his development, but on the day of my article he rang me to say how what I had written was so true and for developers to survive they must recognise that the market isn’t what it used to be and they cannot sail in the face of the worldwide economic turndown.

In researching my article last week I found something very interesting published in The Times back in May 2006, but it is still very relevant today.  Although they were referring to mainland European property purchases, the rules they set out are quite relevant here, as they would be for buying any foreign property.  
Hopefully we all left school with at least a good grounding in the three R’s – reading, (w)riting, and (a)rithmetic.  The person who wrote The Times article suggested you shouldn’t be swept away by the thrill of owning abroad and should take a hard look at the market you are proposing to buy in.  With the property market in the UK being hard enough to predict how should you choose the right property overseas? It is suggested that following the ‘Five R’s Guide’ is a good start.  These are the five R’s:-

Reason: Why are you buying overseas? Holiday home, rental income, capital growth? Many people see overseas property as the holy grail of investment, somewhere you can have free holidays and make rental money when you’re not there, as the place soars in value..... dream on! The impressive price rises that we have seen in the past are no longer happening, even buying what appear to be exceptionally cheap properties in the former Iron Curtain countries are no longer what they used to be.  Holiday rentals may help cover costs, but that’s about all. The high season can be alarmingly short and the supply in some areas far outstrips demand. This is so relevant here where there is certainly an over-supply of available properties, whether it be apartments, villas or even a hotel room – there are more than enough to choose from. Add to this that the tastes of the holiday-going public are not always easy to predict, some political unrest or something as simple as bird flu may well deter people from holidaying in your property.

Research: Look behind the enticing brochures and selling agents’ breezy number- crunching to the reality of your chosen country/area/ development. What are the laws on foreign ownership, inheritance and tax? What are the overall development plans for the area? Do they involve a dual carriageway or by-pass alongside your villa? Some people in Zeytinlik must have had quite a shock when they saw what was happening at the foot of their garden, or in some cases nearer.  Is the developer actually going to be able to complete the golf course and other promised amenities?  Well we have got a golf course, let’s see if we get the promised marina that everyone hypes up.  Read the newspapers, use the internet judiciously and hire a qualified lawyer to investigate planning issues. That’s not so easy here of course – there is lots of misinformation on the bulletin boards, there is expensive advice, good advice, bad advice and free advice and for reliability they are in the same order, treat what you read on the bulletin boards on the same basis, some of what I read makes me shudder!  Having regard to some of the advice with the spelling and grammar used I am unsure whether the people giving advice have a proper grounding on the three R’s let alone are well qualified to give advice on the five R’s.  Talking of research, when I get involved in snagging issues I am often amazed at just how much people pay for off-plan purchases, very often these are the people that have been sold more than one as a great investment but the prices they have paid they couldn’t hope to realise in a month of Sundays if they were forced to re-sell. When it comes to planning issues here that’s not straightforward either.  
Rentability: You might like a picturesque semi-ruin up a dirt track furnished with whatever you can find at the local auction but paying customers may have different ideas. Take advice about the rental market from a source other than the person trying to sell you the property: what people want, and how much they’ll pay for it. Never expect a holiday rental to do more than help to cover the running costs. This is particularly true here, I know of lots of holiday lets up dirt tracks with tremendous views but some are difficult to access and others are now in the midst of dust and noise from surrounding construction works. It’s not going to be a renter’s idea of a rural retreat and they are unlikely to return or recommend.
Ryanair: The effect of the no-frills airlines’ new routes to dozens of tiny regional airports across Europe acted like a shot of growth hormone into the buttocks of stunted property markets. Planeloads of Brits discovered undervalued properties in unspoiled communities and have proceeded, by sheer weight of their numbers, to reverse both these conditions. Get in ahead of the next new routes and you might make a quick killing. But be aware that a lot of these routes exist because the local authorities pay the airline to deliver passengers to them, and if this arrangement were to stop so would the flights.  We don’t have the luxury yet of no-frills airlines flying into Ercan but with Easy Jet now flying into Paphos and some cheap deals into Larnaca, and even the special offers sometimes available from KTHY and ‘free flights’ from Pegasos, getting here is now cheaper than it was a number of years ago.

Resale: If you speak to agents and get an honest reply, they will likely tell you  that the first thing they would think about when assessing a property is how easily it will sell in the future - the better the market the more likely it is to show a decent capital return. So beware of quirky, high-maintenance, remote properties, especially if they’ve been on the market for a while. At the other end of the scale, a property in an area full of new development will face a lot of competition in the market unless it is on a prime development with added amenities such as a top-class golf course and a spa.  These amenities are starting to arrive here – albeit slowly, but agents appear to sell on the back of any proposals as if they are already here and up and running. So be careful!


What all this adds up to is the big, obvious R: reality check. But there’s no doubt that overseas property can still represent good value to the British buyer who goes into the deal with clear planning and some good advice.  Just remember what I said earlier there’s expensive advice, good advice, bad advice and free advice – in that order!
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You may have a lovely property with superb views but when your access is along roads like this one people don’t usually come for a second time
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Lovely property with unrivalled views but after rain you could not get here in the Escort van!








