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Welcome to The Broker’s Guide to 
Portfolio Landlords, written by 

Mortgage Solutions in association with 
Foundation Home Loans, to keep you up to 
date with the challenges and opportunities 
affecting your landlord clients.

It’s been a turbulent few years for the buy-
to-let sector, with purchase business falling 
as remortgage borrowing remains robust. 

The buy-to-let market is moving in the 
direction of professional portfolio landlords, giving new 
opportunities for you. 

Demand from tenants remains high while policy changes have 
made it harder than ever for some landlords to make a profit.

These competing factors, alongside tighter lending rules, make 
your job as a broker more challenging, but also more important 
than ever.

Your landlord clients need you to help them navigate the new 
lending landscape, amid their concerns over tax changes, new 
regulations and their future strategy.

The private rented sector remains a fundamental pillar of the 
housing market, accounting for a fifth of households in England. 
The rising population and insufficient housebuilding suggest it is 
only going to get bigger.

All of your landlord clients have a part to play in providing homes 
for students, families, couples and individuals – and they need 
finance to support them. 

Make sure you’re the one they trust to help them find the right 
mortgage for their needs.

We hope you enjoy reading this guide and find it useful.

Paula John, editor in chief, Mortgage Solutions
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Got a limited 
company buy to let 
case to place? 
Solution Found.

Generous rental calculations, no maximum age, and accepting 
recently incorporated companies are just a few of the things we  
do to make limited company buy to let cases more straightforward. 

So, when you’re looking for the perfect fit for a case, 
turn to Foundation, and it’s Solution Found.

©2019 Foundation Home Loans is a trading style of Paratus AMC Limited. Registered Office: No.5 Arlington Square, Downshire Way, Bracknell, Berkshire RG12 1WA. Registered in England 
with Company No. 03489004. Paratus AMC Limited is authorised and regulated by the Financial Conduct Authority. Our registration number is 301128. Buy to let mortgages are not regulated 
by the Financial Conduct Authority. No limit on portfolio size, subject to maximum borrowing of £3 million with Foundation Home Loans. Calls may be monitored and recorded.



Limited company buy to let has grown in 
recent years, as more landlords become 
attracted to this growing sector of the 

market because of the potential benefits.
Lenders have responded in kind with limited 

company buy-to-let deals, which now account for 
20% (354 out of 1,729) of buy-to-let products 
(Moneyfacts 1.5.19).

Incorporating is right for many landlords, but 
not for all.

Potential benefits
Higher rate and additional rate taxpayers are 
most likely to see the benefits. That’s because, 
under a limited company, they don’t pay income 
tax on their rental income – rather the limited 
company will pay corporation tax, which is 
currently 19%.

Crucially, they can also offset their mortgage 
interest to cut their tax bill, something that is 
being restricted for individual landlords (see page 
6, Managing tax changes). Your client’s tax burden 
could be reduced further through the use of tax-
free dividends as a limited company and retained 
profits in the business (to expand their portfolio 
for example).

It’s not all about tax though – there is more 
flexibility in a limited company structure, for 
example, when it comes to changing ownership of 
properties.

Possible drawbacks
However, limited companies don’t enjoy the 
Capital Gains Tax personal allowance (currently 
£12,000), so your client could end up paying more 
when they sell. 

More in-depth accounts are needed for a 
limited company, so their accountant’s fees will 

LIMITED COMPANIES

The lowdown on limited company 
buy-to-let incorporation
There are advantages to incorporating, but also drawbacks for 
some landlords
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companies and individuals at the same rates.
Finally, your client may be tempted to 

incorporate because of the potential tax 
advantages but not all landlords will save tax by 
taking this route. 

In fact, despite the wide criticism of the 
restriction of tax relief on mortgage interest, 
most basic rate taxpayers won’t be worse off 
from the changes once they are fully phased in.

Broker approach
Whether or not your client should buy through a 
limited company is their decision and they need 
to take personal advice from an independent 
tax expert or their accountant. The answer 
will depend on their finances, properties and 
mortgages, as well as their exit strategy. One 
thing’s for sure, advice involving your client’s tax 
obligations is beyond your scope.

Portfolio lending – 
18 months on
It’s been 18 months since the Prudential 
Regulation Authority (PRA) introduced its rules 
on portfolio lending.

So, what’s changed?
Some lenders decided not to operate in the 
portfolio lending market at all, but there is 
certainly no shortage of choice for brokers.

Products and lending criteria can differ widely 
between lenders and some lenders have relaxed 
criteria in recent months, so you need to stay up 
to date. Foundation imposes no limit to portfolio 
size, subject to maximum borrowing of £3m with 
the lender. It also carries out a bespoke stress test 
for the background portfolio.

Some lenders ask for more information from 
portfolio landlords, and as brokers you should 
have a good grasp of what is required so you can 
help your landlord clients to pull together the 
right information. With Foundation no business 
plans or asset and liability statements are needed, 
but other lenders may require them.

As a result of the extra information 
processing times can be longer. This varies 
massively between lenders, with some 
experiencing longer delays than others. At 
Foundation processing times are the same as 
non-portfolio cases.

The landlord’s viewpoint
Just over half of landlords intend to purchase 
their next buy-to-let property within a limited 
company structure, according to new research 
commissioned by Foundation Home Loans from 
BVA BDRC carried out in March 2019.

This increases to almost seven in 10 for 
landlords with 11+ properties in their portfolio. 

A quarter of landlords said they plan to 
purchase their next property as an individual, 
and the remainder are not sure.

However, only just over half of landlords 
(54%) use a tax adviser, 44% don’t and 2% don’t 
know or preferred not to say. So, if your client is 
considering a limited company structure, refer 
them to an independent tax adviser if they don’t 
already have one.

Advise them on the mortgages available 
to them if they incorporate. Show them you 
understand the key considerations of setting 
up a limited company. But always refer them for 
independent tax advice if they are unsure.

probably rise. 
There’s also the lack of 

privacy of having accounts 
published at Companies House. 

Make sure your client is aware 
of the difference between setting up 
a limited company to purchase another 
investment property and transferring 
existing properties into one. In the process of 
transferring a property your client effectively 
sells their property and the limited company 
buys it, triggering Stamp Duty liability again, and 
potentially Capital Gains Tax.

Despite a rise in limited company buy-to-let 
deals, there are still fewer mortgages available 
from a smaller pool of lenders, leading to higher 
average rates. Foundation, however, makes all its 
buy-to-let mortgage products available to limited 



A focus on new tax rules and how they affect landlords Specialist sub-sectors of the buy-to-let market have grown in 
popularity as landlords go looking for yield

Your clients may not be aware by now of 
how tax changes are going to affect their 
portfolios. 

Explain to them the importance of knowing 
what the changes mean for their investment 
strategy – and their profits.

 You can’t give them tax advice, but you can 
brush up on your own knowledge of the changes. 
Here are the top takeaways for you to ensure you 
can confidently discuss them with your clients:
●  The government is restricting tax relief on 

mortgage interest payments and replacing it with 
a 20% tax credit. So effectively the relief is being 
capped at 20%

●  For most basic rate taxpayers, this is simply an 
accounting change, which might cost them more 
in professional fees but shouldn’t impact their 
profits

●  Higher or additional rate taxpayers 
could lose out, because they will no 
longer be able to claim tax relief at 
their marginal rate – instead they’ll 
get a tax credit of just 20%. For some, 
this can literally make the difference 
between profit and loss.

This change matters for two reasons. 
Firstly, it could reduce landlords’ profits 
and lead them to reassess their entire 
strategy.

Secondly, 2017’s Prudential 
Regulation Authority (PRA) rule 
changes to loan-to-income ratios and 
stress-testing (see box, Affordability 
rules) specifically call for tax obligations to be 
factored into new affordability calculations. In 
other words, an increase in tax liability could 
impact your client’s borrowing power and they will 
look to you to explain what this means. 

How can you help?
Be clear to your landlord clients how you can and 

can’t help, because the last 
thing you should be doing is 
offering tax advice. It’s too 
complex, too individual and 
beyond your scope, so refer 
them to their accountant or 
an independent tax adviser. It 
could make sense to establish 
a referral relationship with 
a trusted tax expert who is 
experienced in buy to let. 

Only a third of landlords 
with just one property use a 
tax adviser and around two 
thirds don’t (65%), according 

to Foundation’s research. This is reversed when it 
comes to those with 20+ properties where 64% do 
and 28% don’t. Overall, just over half of landlords 
(54%) use a tax adviser, 44% don’t and 2% don’t 
know or preferred not to say.

RISK VS REWARDTAX

Managing tax
changes

Risk vs 
reward
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Affordability rules
In January 2017 the PRA introduced new rules 
for lenders specifically around stress-testing 
and interest coverage ratios (ICR). As a result, 
lenders reassessed their criteria in relation to 
the new rules. At Foundation, for example, the 
ICR ratio is bespoke and a maximum of 125% 
across the landlord’s portfolio.

Foundation’s research found that only 52% 
of landlords are aware of the PRA rule changes. 
As their broker you can share your expertise of 
the changes and be their trusted guide through 
the new mortgage landscape.

With greater risk comes greater reward 
and a growing number of landlords are 
moving into higher risk sub-sectors of 

the buy-to-let market. 
These include houses in multiple occupation, 

multi-unit blocks and short-term lets among other 
areas. 

While mainstream lenders can be reticent 
about lending on these niche property types, 
specialist lenders, such as Foundation, have 
responded to the demand by designing products 
that meet your landlord clients’ needs.

Make sure you’re up-to-date with the pros and 
cons of investing in specialist property types, as 
well as knowing where to go to help your client find 
the right funding solution.

Better yields
HMOs – Houses in multiple occupation offer 
an attractive return, according to the latest 
Foundation research, which revealed that 
landlords of HMOs achieved the highest average 
yield of any property type at 6.9%.

But it’s no free ride - there are more regulatory 
hoops to jump through than ever before, with rules 
introduced in October 2018 meaning that all HMO 
landlords now need to apply for a licence with their 
local authority.

Plus, the introduction of minimum room sizes 
has meant that some landlords will have to either 
physically change the layout of their properties, or 
lose a bedroom (and the income). And with multiple 
tenants the possibility of one falling into arrears 
is higher than a standard let, which is why the 
sector is dominated by experienced professional 
landlords.
Multi-unit blocks – This sub-sector is similar to 
HMOs, but with key differences.

Each tenant has a private residence with their own 
entrance, kitchen and bathroom – and their own 
tenancy agreement. 

It’s effectively a flat in a small block – either 
purpose-built or a large property converted into 
separate units. 

Funding may be needed to refurbish these 
properties before they are let or they are 
sometimes built from scratch, so the mortgages 
can range from straightforward to complex, but the 
returns can be attractive.
Short-term lets – The rise of websites such as 
Airbnb has boosted the short-term lettings sector. 
If your landlord client owns a flat or house in an 
area that’s in demand from tourists, for example, 
they can achieve significant income from renting 
their property for the night, the weekend or longer. 

But, with many lenders wary of this type of 
‘revolving-door-style’ letting arrangement and 
insisting on an assured shorthold tenancy, it’s only 
specialist lenders that will consider lending to 
landlords on a short-term let basis.

Of course, there are risks in dealing with a 
constant churn of tenants. The chances of damage 
to the property are high and one bad review can 
have a huge effect on your client’s future letting 
potential.



A firm footing for all your landlord clients

Foundation Home Loans launched in 2015 and 
has already become a favourite of mortgage 
advisers and professional landlords.

That’s because Foundation is a lender that 
is wise beyond its years, having been born out 
of a long-standing mortgage business and run 
by mortgage experts who understand landlords, 
brokers and buy-to-let mortgages.

We know that landlords want accessible 
mortgage finance, from a lender that will listen to 
their story, understand the bigger picture of their 
finances and find a solution that is fairly priced, 
simple to understand and completely transparent.

We also understand that a one-size-fits-all 
approach simply doesn’t work in a complex sector 
and portfolio landlords come to us with a vast 
range of circumstances and finances. 

Whether it is the size of the portfolio, type of 
properties, equity position, other income or exit 
strategy, our landlord borrowers are all different 
and so are our broker partners.

But you share a similar desire for simple, 
clear mortgage products, fast lending decisions, 
excellent customer service and expertise. And we’ll 
give you that, because we believe in brokers and 
we want you to believe in us.

Portfolio landlords
New rules mean that portfolio landlord clients 
need to give a little more information to get a 
mortgage, so lenders can see the whole picture of 
their portfolio and wider finances. 

While this can be time-consuming with some 
lenders, at Foundation we have made the process 
as straightforward as possible and will only ask for 
the essentials.

For example, we don’t ask for business plans 

GROWTH

A Foundation
for growth
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Residential solutions
Foundation can support your clients with 

residential funding solutions if they have missed 
out on a mortgage in the mainstream market, 
perhaps because they have a low credit score 
caused by a number of factors.

We offer mortgages to employed and self-
employed applicants who have just slipped out 
of mainstream lending.

This includes clients with recent credit blips 
that prevent them from getting a mortgage on 
the high street and first-time buyers.

Foundation’s range of two- and five-year 
fixed rate mortgages is available up to 85% 
LTV in our three residential lending categories, 
and we will cascade your client’s application to 
hopefully find a solution that meets their needs 
and circumstances. 

Rates start at 2.24% and mortgages are 
available to those with a low credit score. 

or asset and liability statements. We think 
the simplest solution is to look at the existing 
portfolio’s leverage, loan-to-value (LTV) and 
rental coverage.

All we ask for is a spreadsheet, showing 
details of the portfolio – we’ll accept 
an unlimited number of properties in a 
background portfolio, and will lend up to £3m.

We use this spreadsheet, along with 
automated valuation models (AVMs) and 
other background checks, to focus more on 
the concentration of the portfolio. We have 
a flexible approach to stress testing with a 
maximum of 125% at 5.5% and ensure that the 
overall portfolio LTV is 75% or less. 

You and your client need clear criteria and 
quick answers and we are proud of our service 
levels which are updated around 11am daily. 

Whether your client invests in rental 
property as an individual or a limited company, 
we can support them to find the right funding 
solution and we can use bespoke stress testing 
based on their portfolio. 

We constantly innovate by designing new 
products, to meet the changing demands of 
landlords and, as experts in buy-to-let, we 
understand the challenges and opportunities 
facing your clients.

But we don’t only support landlords to find 

the right mortgage. Foundation is a leading non-
standard residential lender (see box, Residential 
solutions), and can help clients that have missed 
out on a mainstream mortgage because of a weak 
credit score caused by scenarios such as frequently 
moving or not being on the Electoral Register.

>>>>> Find out more

At Foundation we have always believed that professional mortgage advisers are best placed to help our 
clients find the right product for their needs.

For more information on what we offer and to see our current buy-to-let mortgage range visit 
foundationforintermediaries.co.uk



Facts and figures from the latest landlord research

BDRC carried out research with 1,000 buy-
to-let landlords in March 2019 to find out 
more about them, their portfolios and their 

future plans.
The lender looked at landlord demographics, 

the number of properties they own and how 
long they expect to remain in the market, to get a 
picture of today’s buy-to-let investor.

Here’s some of the standout stats:

Landlords less bullish
Landlord confidence is down year-on-year, 
according to the research.

The proportion of landlords feeling positive 
about the prospects for rental yields, for example, 
has fallen to an all-time low of just 46%. 

In addition, the percentage of landlords 
feeling pessimistic about the prospects for capital 
gains have more than doubled in the last four 
years. And just 37% of landlords now rate the 
prospects for their own letting business as very 
good or good.

Only one in five landlords believe that tenant 
demand has increased in the last three months, 
and around the same number report a decline in 
demand.

The top three reasons given for falling 
demand are:
1. Brexit
2. Economic uncertainty
3. Increased supply of rental properties.

The bottom line
The good news is that the majority - 85% of land-
lords - report making a profit from their letting 
activity, but this figure has fallen by three per-
centage points from last quarter’s record high.

Three in 10 said the profit they make is 

‘small’, but the bigger the portfolio the bigger 
the profit. Landlords with 11 or more properties 
are twice as likely to say the profit they make 
is ‘substantial’ compared to those with smaller 
portfolios.

The typical landlord achieved a rental yield 
of 5.8% in the first quarter of 2018 - up slightly 
from the three-year low recorded at the end of 
2018. Landlords operating in the North East 
achieve the highest average rental yield at 6.7%, 
with landlords in outer London seeing the lowest 
at 5.3%. 

Unsurprisingly, landlords letting HMOs 
generate the highest average rental yield, at 
6.9%.

Landlord strategy 
One in 10 landlords added property to their 
portfolio in the last three months, and a simi-
lar proportion sold property. There was more 
movement from larger landlords – 22% of those 
with over 20 properties bought in the last three 
months, while 25% sold over the same period.

Landlords in the North East are most likely 
to expand their portfolios in the next year – with 
a third planning to buy. At the other end of 
the scale, just 9% of landlords in Wales plan to 
expand, while 22% intend to sell.

When asked about longer tenancies, one 
in three landlords would consider offering 
tenancies of over two years to an existing tenant, 
with one in 10 happy to go for a five-year tenancy.

Almost seven in 10 landlords used a 
broker to arrange their most recent buy-to-let 
mortgage and just over a quarter say they intend 
to remortgage in the next year, with a third of 
those with four or more properties planning to 
refinance.

FACTS AND FIGURES

What landlords
really think
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Just over six in 10 fund at least part of their portfolio through BTL borrowing

Just over a quarter of BTL landlords intend to remortgage in the next year

36%
Owned on a
BTL mortgage

62%
Do not plan to
remortgage

38%
Owned 

outright

27%
Plan to

remortgage

11%
Don’t know

36%

27%

38%

27%
Some owned,
some BTL

5.7
BTL loans held 

on average

36%

27%

38%

62% 11%

27%

Source: BDRC

Source: BDRC




