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Overall, there were very few surprises in Phillip Hammond’s 
first Spring Statement, delivered on 13 March 2018. The latest 
economic forecasts from the Office for Budget Responsibility 
were improved, and Mr Hammond reported that the economy is 
expected to grow at a faster rate of 1.5% in 2018, compared to the 
1.4% forecast from the 2017 Autumn Budget.

What does that mean for the British economy? Both debt and 
borrowing have been revised, with the Chancellor suggesting the 
UK’s public finances have reached a ‘turning point’, heralding the 
light at the end of the tunnel. 

This in turn means continued investment into the housing market, 
which remains a priority for Mr Hammond. With the Spring 
Statement, the housing and construction sectors have been 
provided with significant financial support to tackle supply and 

skills shortages. 

Housebuilding

The Chancellor reinforced the government’s commitment to 
tackling the challenges of the housing market, with a target to 
raise housing supply by 300,000 a year by the mid 2020s. This is 
supported by an investment programme of at least £44bn over the 
next five years, announced in the 2017 Autumn Budget.

The government is currently working with 44 authorities on their 
bids into the £4.1bn Housing Infrastructure Fund, to help build 
homes in areas of high demand. This includes a deal with the West 
Midlands, who have committed to building 215,000 new homes by 
2030/31, facilitated by a £100m grant from the land remediation 
fund.

A further sign of investment comes from the government 
committing to more than double the size of the Housing Growth 
Partnership with Lloyds banking group to £220m. This provides 
additional support and finance for smaller housebuilders.

 
 
 

Affordable Housing

London will receive an additional £1.7bn to deliver a further 
26,000 affordable homes, including homes for social rent. This 
will take the total affordable housing delivery in London to over 
116,000 by the end of 2021/22.

Skills

The £29m construction skills fund has now opened for business, 
and will help fund up to 20 construction skills villages around the 
country.

The Chancellor also pledged £500m for the rolling out of T-levels 
and another £50m to ensure T-level work placements. For SMEs 
utilising apprentices, the government will provide an additional 
£80m in support.

Transport

The £1.7bn Transforming Cities Fund was announced in the 
Autumn Budget 2017, for improving transport in English cities. 
Half of this fund has already been given to combined authorities 
with mayors. The Chancellor opened bidding from cities across 
England for the remaining £840m pot of money. 

It is great to see that the government has set itself 
housebuilding and infrastructure targets, backed up with some 
funding proposals. Developers and construction companies 
alike will need to respond, but they have their own challenges 
on funding and skills shortages to cope with.

The government’s target is 
to raise the housing supply 
by 300,000 a year by the mid 
2020’s

Spring Statement 2018



Annual Tax on Enveloped Dwelling (ATED) was introduced on 1 
April 2013 as part of a number of government measures aimed 
at deterring companies and mixed partnerships (“non-natural 
persons”) from acquiring residential property. It is reported 
that for 2016/17 the receipts collected from ATED charges fell 
from £178m to £175m. The fall was reflected across most of the 
bandings. However, the introduction of the £500,000 threshold 
recouped some of the lost revenues.

Initially, ATED applied to non-natural persons owning residential 
property with a market value at 1 April 2012, or with a purchase 
price if acquired post 1 April 2012, in excess of £2m. Over the 
years we have seen this threshold reduce to £1m, on 1 April 2015 
and to its current limit of £500,000, with effect from 1 April 2016, 
bringing considerably more residential properties within the scope 

of ATED. 

When Does ATED Apply?

Non-natural persons owning residential property fall within the 
charge to ATED if all of the following conditions apply:

• They hold a chargeable interest in a single UK dwelling; 
• With a value > £500,000; and  
• The dwelling is owned wholly or partly by:

 » A company; or
 » A partnership with a corporate partner; or
 » A collective investment scheme.

The charge applies to both UK and non-UK resident entities that 
meet all of the above conditions.

What is a Dwelling?

A dwelling is defined as a property of which all or part is used 
or suitable for use as a residence or is in the process of being 
constructed or adapted for such use, i.e. a house or flat.  
 
 
 

 

Land that is or at any time intended to be occupied or enjoyed 
with the dwelling as a garden, land or any building or structure on 
such land is taken to be part of the dwelling, this includes tennis 
courts, garages, swimming pools, and summer houses, which all 
form part of a dwelling for ATED.  

For mixed use properties, only the value of the residential element 
needs to be considered for ATED. Any temporary unsuitability for 
use is ignored for the purpose of the charge.

Specifically excluded from the charge are residential properties 
for school pupils, halls of residence, hospitals, hotels or similar 
establishments, care homes, and military homes.

How is the ATED Charge Determined?

The tax payable under ATED is calculated using a banding system 
based on the value of the property. The value of the property is 
taken as the market value of the property as at 1 April 2017 for 
property acquired on or before 1 April 2017 (previously 1 April 
2012). For any property acquired post 1 April 2017, the purchase 
price is used. This value is then generally frozen and used for the 
next five years. The first revaluation for ATED took place on 1 April 
2017 and applies to chargeable periods commencing from 1 April 
2018.

HMRC have a pre-banding check facility, to assist the tax payer 
where the value of a property falls within a 10% variance of a 
banding threshold. HMRC will only confirm that they agree to the 
banding being proposed.

The chargeable period runs from 1 April to 31 March and then 
every 12 months thereafter. If the property is not available for the 
full year, the ATED charge is pro-rated.

In 2016/17 the receipts 
collected from ATED charges 
fell from £178m to £175m

Annual Tax on  
Enveloped Dwellings 

Value of Property 2018/19 2017/18

£500,001 - £1,000,000 £3,600 £3,500

£1,000,001 - £2,000,000 £7,250 £7,050

£2,000,001 - £5,000,000 £24,250 £23,550

£5,000,001 - £10,000,000 £56,550 £54,950

£10,000,001 - £20,000,000 £113,400 £110,100

£20,000,001 + £226,950 £220,350

£



 

Reliefs From the ATED Charge

There are certain reliefs available from the ATED charge. For the 
chargeable period commencing 1 April 2016, the list of properties 
which qualify for relief from the charge was extended to include 
the following:

• Properties let on a commercial basis to a third party and not 
occupied or available for occupation by anyone connected to 
the owner;

• Property being developed for resale by property developers;
• Property owned by a property trader as stock of the business 

for the sole purpose of resale;
• Residential properties open to the public at least 28 days per 

annum on a commercial basis;
• Residential properties owned by a charity and held for a 

charitable purpose;
• Residential properties held for employee accommodation;
• Providers of social housing;
• Financial institutions acquiring dwellings in the course of 

lending; and
• Working farmhouses.

In the above circumstances, a return must still be submitted 
showing that no tax is due because of the availability of one of the 
reliefs above. With effect from 1 April 2015, a relief declaration 
return can now be completed online. Failure to submit the 
required return can result in penalties.

Exclusions From the Charge

The legislation also specifically excludes a number of bodies or 
specific dwellings from the charge to ATED. Some of these are as 
follows:

• Charitable companies,
• Public bodies,
• Bodies established for charitable purposes,
• Dwellings conditionally exempt from inheritance tax,
• Residential property for school pupils or students,
• Hospitals,
• Hotels or similar establishments,
• Care homes, and
• Military homes.

If the residential property falls within the above, no ATED return is 
required to be prepared and filed.

Returns and Penalties

There are different compliance deadlines depending on when the 
non-natural person acquires a dwelling and these apply equally 
whether tax is due or a relief is being claimed.

Generally, the ATED return and tax liability are submitted for a 
year in advance by reference to the annual chargeable period, 
which runs from 1 April to 31 March. The return and tax must be 
submitted by 30 April at the latest or within 30 days of acquisition 
if the dwelling is acquired in the year. The charge therefore 
assumes that the property will be held for that year ahead. The 
2018/19 ATED return for a property held on 1 April 2018 must be 
filed and the tax charge paid by 30 April 2018, and therefore a 
property could have moved into a different banding. 

It is important to remember that even if there is no ATED charge 
because of the availability of one of the reliefs, a return must still 
be submitted. Delay in filing a return can result in penalties of 
up to £1,600 after a year with tax geared penalties for the late 
payment of the ATED tax.

ATED Capital Gains Tax

ATED related capital gains tax applies to any non-natural person 
who makes a disposal after the 5 April 2013 of UK residential 
property which has at any point during its ownership been subject 
to the ATED charge.

The gain or loss can be calculated in one of two ways. The first 
uses the market value of the asset at the point an ATED form or 
return was required because the threshold was exceeded. The 
second involves making an election to use the original acquisition 
cost, which may be appropriate if the property has fallen in 
value. Consideration needs to be taken to ensure that the correct 
calculation is applied.

The 2018/19 ATED return for 
a property held on 1 April 
2018 must be filed and the tax 
charge paid by 30 April 2018



 

For properties owned as at 1 April 2013 worth more than £2m for 
ATED purposes, the ATED related gain is by reference to the uplift 
in the value of the property between 5 April 2013 and the date of 
disposal. This gain is then subject to capital gains tax at 28%, with 
corporation tax or capital gains tax applying to the rest of the gain. 
For properties more than £1m or £500,000, it is the uplift in their 
values since 5 April 2015 and 5 April 2016 respectively and the 
date of disposal that falls within the ATED charge.

Any ATED losses can only be offset against ATED gains in the same 
tax year or carried forward against future ATED gains. Where a 
gain is assessed as an ATED related gain, no other tax charge will 
apply to that same gain.

The gain needs to be reported online in a capital gains summary 
form. The return and capital gains tax must be paid by 31 January 
following the end of the tax year in which the disposal takes place. 
If HMRC do not issue a return, they must be notified about the 
disposal by 5 October following the end of the tax year of the 
disposal. 

Stamp Duty Land Tax

There is an increased rate of stamp duty land tax (SDLT) of 15% 

where a residential property with a purchase price in excess of 

£500,000 is acquired by a non-natural person on or after 20 March 

2014. There are available certain reliefs from the higher rate SDLT 

charge, for example where there is a property rental business 

or property development. These reliefs are subject to qualifying 

conditions being met and must be specifically claimed. 

Stamp Duty Land Tax

Non-natural persons owning property need to consider the 

following points as a guide as to whether a return is required:

1. Is the dwelling non-residential?

2. Is the value below £500,000?

3. Is the entity or building specifically exempt?

If the answers to all the questions above are no, then an ATED 

return is required.

As of March 2014, there is an 
increased SDLT rate of 15% 
where a £500,000+ residential 
property is acquired by a  
non-natural person

                            GET IN TOUCH
 

If you have any questions or if you are unsure if you need 

to file an ATED return, please get in contact with us

on 0207 429 4147.



In this article we examine key trends in regulated mortgage 
lending, reviewing how mortgage activity has reduced in the wake 
of the financial crisis and the extent to which it has changed since.

Key Trends

Loan Volumes Have Reduced Significantly

Following a decade of growth in mortgage lending, the aftermath 
of the 2007 financial crisis saw a significant reduction in mortgage 
sales. Regulated mortgage activity peaked in 2006 with 2.3 million 
new loans worth £292bn. Subsequently, lending volumes fell 
significantly. Total transactions fell by 59% from 2.1 million in 
2007 to just 865,000 in 2010. 

Government initiatives aimed at stimulating mortgage volumes 
have been introduced, such as Funding for Lending (July 2012) 
and schemes aimed at first time buyers such as the Help to Buy 
scheme (April 2013).

The Value of New Mortgage Lending has Reduced 

The value of new mortgage lending followed a similar trend to 
volumes, with values falling from £292bn in 2007 to £121bn in 
2010 (a 59% reduction). The value of lending has since started to 
increase from 2012 onwards as a result of increasing transaction 
volumes and rising loan values, reaching £196bn in 2016. 

Average Mortgage Terms are Increasing 

Average mortgage terms have increased. The most common 
mortgage term has traditionally been 25 years. Mortgages with a 
term longer than 25 years accounted for 17% of all loans in 2007, 
but by 2016 this had increased to 39%, of which around half were 
over 30 years in length. This trend has been seen for all types of 
borrowers. 

Fixed Rate Mortgages Have Increased in 
Popularity 

Fixed rate mortgages have increased in popularity and in 2016 
accounted for 89% of new loans compared to 73% in 2007. 

High Loan to Value Lending has Reduced

High loan to value (LTV) mortgage advances have declined post 
the financial crisis. In 2007, there were 290,000 new mortgages 
with an LTV of over 90% (14% of the total), of which around a third 
had an LTV over 95%. 

From 2008, lenders began to reduce offering high LTV loans and 
by 2011 there were fewer than 12,000 new loans with an LTV 
over 90% (1% of the total). Since then there has been a gradual 
increase in loans with an LTV over 90%, particularly from 2014 
onwards. The government’s Help to Buy initiative is likely to have 
been a stimulating factor behind this. 

The aftermath of the 2007 
financial crisis saw a significant 
reduction in mortgage sales

Mortgages



 

Regulatory Environment

In the period post the financial crisis, there have been some 
significant regulatory changes to the mortgage market.

The FCA strengthened its responsible lending rules in April 2014, 
as part of the Mortgage Market Review (MMR). These rules 
introduced measures designed to prevent the recurrence of poor 
lending practices seen in the run up to the financial crisis, such as: 

1. Making lenders fully responsible for assessing whether the 
borrower can afford the loan, 

2. Verifying the borrower’s income, and 
3. Assessing whether the borrower has a credible repayment 

strategy for interest-only loans. 

In October 2014, the Financial Policy Committee (FPC), in support 
of its financial stability objectives, recommended that the FCA 
and the Prudential Regulation Authority (PRA) impose a loan-to-
income (LTI) limit on mortgage lenders. It asked the regulators to 
ensure that mortgage lenders limit the number of mortgage loans 
made at or greater than 4.5 times LTI to no more than 15% of their 
total number of new mortgage loans. 

Under the Mortgage Credit Directive (MCD) second charge 
mortgages also became regulated from March 2016. 

Key Trends

Interest-Only Lending has Declined Significantly 

Sales of interest-only loans have decreased significantly. Under the 
responsible lending rules, lenders are allowed to make interest-
only loans, but only where there is a credible strategy for repaying 
the capital. In 2007, 32% of new loans were interest-only. This has 
seen a steady decline to just 4% in 2016. 

Lending Without Borrower Income Verification has 
Declined 

In 2007, 49% of mortgage advances (by volume) were reported on 
the basis that borrower income had not been evidenced; by 2016 
this had fallen to just 2%.

Loan to Income Ratios Have Seen Moderate 
Increases 

The period has seen a gradual upward trend in loan to income 
(LTI) ratios. In 2007, 28% of loans had an LTI multiple of greater 
than 3.5 (within which 6% were greater than 4.5). In 2016, this had 
increased to 37% (8% greater than 4.5).
 
This trend reflects the impact of rising house prices since 2012, 
together with low income growth over the period. The decrease 
in interest rates over the period to record lows has helped the 
affordability of mortgage repayments significantly, but risks 
leaving borrowers exposed when they rise again. 

Source: Financial Conduct Authority - Data Bulletin: Issue 11 – 
December 2017

The FCA strengthened its 
responsible lending rules in 
April 2014, as part of the 
Mortgage Market Review

                            GET IN TOUCH
 

If you would like to find out more or if you need any 

assistance, please get in contact with us on 0207 429 4147.

https://www.fca.org.uk/publication/data/data-bulletin-issue-11.pdf
https://www.fca.org.uk/publication/data/data-bulletin-issue-11.pdf


Prices are edging up again in most areas, albeit the graphic does 
show that prices were fairly flat for most regions in the month 
of December. The average UK house price in December 2017 was 
£227,000, which is £1,000 higher than that for November 2017. 
Overall, this is still £12,000 higher than the average for December 
2016; a slower rate of increase than for mid-2016, but “better” 
than the last few months of 2017.

In the past year, average house prices across the UK have risen by 
5.2%. The main contribution to the increase in UK house prices 
in value terms came from England, where house prices increased 
by 5.0% over the year to December 2017, with the average price 
in England now £244,000. Wales saw house prices increase by 
5.4% over the latest 12 months to stand at £154,000. In Scotland, 
the average price increased by 7.7% over the year to stand at 
£149,000. The average price in Northern Ireland is currently 
£130,000, as the earlier strong growth has flattened out.

In the Regions

On a regional basis, London continues to be the region with the 
highest average house price at £484,000, but London showed 
the lowest rate of growth in England, with an increase of 2.5% in 
the past year. London is followed by the South East and the East 
of England, which stand at £322,000 (+4.2% for the year) and 
£290,000 (+5.2% for the year) respectively. The lowest average 
price continues to be in the North East at £131,000 (+3.6% for the 
year).  

Highest Growth

The South West is the region which showed the highest annual 
growth, with prices increasing by 7.5% in the year to December 
2017, but this was closely followed by the East and West Midlands, 
both increasing by 6.3%.     

Sales Volumes were down in the year to October 2017 (10.2% 
in England) in all regions except Scotland. In terms of particular 
property types, Semi-Detached houses saw the largest percentage 
increase (5.7%), whilst flats and apartments showed the smallest 
rate of increase (4.7%). This is only speculation, but this may be 
something to do with the recent changes to the taxation of rental 
income.

Monthly House Price Changes Across 
the UK and Ireland - December 2017
 

Growth (%)

In the past year, average house 
prices across the UK have risen 
by 5.2%

House Price Growth

Source: ONS
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Services

• Accounting and Financial Reporting: assistance with 
bookkeeping, preparation of management accounts and 
statutory reporting, including advice and support with the 
continuing amendments to new UK GAAP relating  
specifically to the property sector.

• External Audit: audits specifically tailored to provide  
various levels of assurance with work targeted to mitigate 
risks affecting the property sector.

• Internal Audit, Control Reviews and Finance Function 
Effectiveness Reviews: cost effective assurance assignments 
tailored for the real estate sector, together with advice on 
how to optimise the effectiveness of the finance function.

• Fund raising for property transactions.
• Advice and support for landlords and businesses who will 

need to prepare to meet their commitments relating to the 
HMRC initiative: Making Tax Digital.

• Advice on complicated property transactions and suitable 
structures, including joint ventures and special purpose 
vehicles.

• VAT advice on property transactions, including option to tax.
• Advice on high value residential property, including Annual 

Tax on Enveloped Dwellings.
• Stamp Duty Land Tax and, in Scotland, Land and Buildings 

Transaction Tax.
• Structures to minimise taxation on development and 

investment profits.
• Capital Allowance claims relating to integral plant and 

fixtures – historical claim audits.
• Enhanced capital allowances claims relating to Land 

Remediation relief and Derelict Land relief.
• Enhanced Capital Allowance claims for the use of energy 

efficient solutions.
• Support and advice on making Research & Development 

claims on innovative design or construction solutions. 
• VAT and PAYE health-checks. 

Contact Us

If you require any further information or advice 
regarding these topics, then please feel free to 
contact your local MHA member firm contact.

        0207 429 4147

        www.mha-uk.co.uk

To view our previous editions 
of Real Estate Matters, please 
click here

http://mha-uk.co.uk/events-publications/#1502963300792-31ec873d-6c29
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To find out more about the
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services MHA can offer, please
contact +44 (0) 207 429 4147.
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