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Dear Sirs 
 
PROPERTY: 7 VERNEY STREET, EXETER EX1 2AW 
 
In accordance with your instructions to provide an updated “desktop” valuation, we have not re inspected the 
Property and we are informed that it remains unchanged from our previous inspection in August 2017.  We 
have carried out a desktop revaluation exercise and comment as follows.   
 
This updated report is to be read in conjunction with our previous report dated 30th August 2017 “the Earlier 
Report” and is subject to the terms, conditions and assumptions contained therein. 
 
We are instructed to provide our opinion of the Market Value of the freehold interest in the Property with 
vacant possession subject to the lettings, details of which you have supplied to us.  
 
By its nature this update valuation does not comply with the RICS definition of a Red Book report for 
accounting purposes, however, it is provided with commitment and has been prepared in a diligent and 
professional manner.  The Earlier Report was however prepared in accordance with the provisions of the Red 
Book. 
 
We confirm that we are not aware of any conflict of interest preventing us from providing you with an 
independent valuation of the Property.  We have of course reported to you previously on the date set out 
above.  At that time we reported a Market Value of £3,600,000.  
 
We can confirm that the valuer has the pre-requisite experience to undertake a valuation of the nature and 
that we are not aware of any constraints or restrictions which are likely to apply to our valuation.  We can also 
confirm that we hold the necessary Professional Indemnity Insurance cover to undertake a valuation of this 
type and magnitude.    
 
 
Background 
 
The property is a terraced four storey building which provides a total of 29 self-contained student apartments.  
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PPNL SPV B47 – 1  Limited and PPNL SPV B47 Limited 
171 Queen Victoria Street 
London 
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For the attention of: Robert Weaver 
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Main entrance to the building is from the Verney Street  frontage (with secondary access from Red Lion Lane) 
to a communal lobby. On the ground floor are five studio apartments, bin and bike store, communal lounge 
opening onto an enclosed paved courtyard, plant room and luggage store. The first floor has eight studio 
apartments, gym and laundry. The second and third floors each have eight studio apartments. There are 
communal staircases at front and rear connecting all floors. 
 
 
Tenure    
 
We have valued the freehold interest in the property outlined on the Ordnance Survey extract below: 
 

 
 
 
Lettings 
 
We are informed that the property is now fully let for 2018/2019 at a total rent of £275,647 per annum as 
shown below. We note that eight of the units are let on 44 week agreements which allows for potential 
summer letting income in addition to the above. 
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Number of Units Room Type Tenancy Length Weekly Rent Annual Rent 

3 Standard Studio  44 £169 £22,308 

3 Standard Plus Studio  44 £189 £24,948 

1 Standard Plus Studio  51 £179 £9,129 

1 Standard Plus Studio  51 £189 £9,639 

1 Premium Studio  44 £209 £9,196 

1 Premium Studio 44 £219 £9,636 

7 Premium Studio  51 £179 £63,903 

4 Premium Studio 51 £199 £40,596 

1 Premium Studio   51 £229 £11,679 

7 Premium Studio  51 £209 £74,613 

29  end     £275,647 

 
 
Property Market Overview 
 
Demand for UK Higher Education remains strong despite uncertainty over EU funding and the inclusion of 
international students in government migration targets. Student property investment totalled £4bn in 2017, up 
25% on the previous year. This strong performance looks set to continue, despite the current uncertainty 
surrounding Brexit. The enduring strength and quality of the UK’s Higher Education sector remains the key 
driver. The number of students accepting places at UK institutions has increased over the long-term. In 
2017/18, over 200,000 18-year olds and 70,000 students from outside the UK accepted places, the highest 
number on record. 

Current supply of student accommodation in Exeter is summarised below: 
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We understand that there is still unsatisfied demand for new student accommodation within the city, 
especially in locations which are close to the main colleges and city centre.   There are a number of schemes 
which are either being brought forward or are in the planning process which may come to the market in the 
future, although student development schemes and investments are expected to remain a popular investment 
in the future, despite increased provision within the city. Some forthcoming schemes of which we are aware 
are as follows: 

• Mary Arches Street – 127 student flats and studios – under construction. 

• St Germans Road – 131 student bedrooms – status unknown. 

• Bonhay Road – 154 student units – currently not in progress. 

• Mary Arches Street – 31 student bedrooms – not commenced. 

• Paris Street – 125 student bedspaces – under construction. 

• Frog Street – 98 student units – under construction. 

• Sidwell Street – 88 student bedspaces – under construction. 

In reaching our opinion of value for the Property we have had regard to a number of lettings of comparable 
properties both in the vicinity and in Exeter generally, and discussions with both our own agents and local 
agents.   

We consider that the good evidence of value is provided by the rents achieved at the subject property, but we 
have also had regard to the following: 

ADDRESS TYPE TERM (WEEKS) RENT PER WEEK 

Printworks Cluster 
Studio 

51 
51 

£125 - £170 
£200 - £240 

Cricket Field Court Cluster 
Studio 

51 
51 

£160 - £168 
£205 - £215 

Library Lofts Cluster 
Studio 

51 
51 

£155 - £185 
£160 - £187 

The Kingfisher Studio 51 £196 - £212 

Picturehouse Apartments Cluster 
Studio 

51 
51 

£139 - £185 
£190 - £287 

 

On this basis and given the quality of the accommodation and location we are of the opinion that the current 
rents are conservative and there is potential for increased rental levels in future years. We note also that 
some of the current lettings are on the basis of a 44 week year which is clearly out of step with current market 
practice. 
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There is limited evidence of sales of single blocks of accommodation, as most recent investment transactions 
in the student sector have been of portfolios, with the most recent being the sale of a Unite portfolio 
comprising 14 buildings across 6 towns and cities in the U.K. with a total capacity of 3,436 beds for student 
accommodation. The properties include 10 freehold assets and 4 leasehold assets, and are situated in 
established university towns and cities with large full-time student populations, including two properties in 
Bristol and five in Plymouth. The purchase price shows a net initial yield of 6.3%. 

We are however also aware of the following student investment transactions to which we have had regard in 
arriving at our opinion of value: 

Dean Clarke Lofts, Southernhay East, Exeter 

Development of 36 student units arranged as studio apartments with no communal areas located over a 
restaurant. The units were direct let and the freehold investment sold in 2015 showing a net initial yield of 
7.25%.  

The Printworks, Exeter 

Blackrock UK Property Fund acquired the high specification student accommodation scheme in Exeter 
comprising 492 bedrooms.  The scheme was developed by Campus Development Management and 
Moorfield and opened in September 2013. The Printworks is situated directly opposite the subject property 
and was sold for £40m reflecting 6.10% NIY. 

31-33 Corn Street, Bristol 

This was a small 24 apartment scheme near Bristol University which sold in August 2015 for £1.6m (66,667 
per bed). This was developed by First Step Homes and showed a 6.5% NIY. 

Exeter University 

Five blocks of student accommodation and a 36,000 sq ft teaching facility at the University of Exeter have 
been acquired for a total of £76m by Legal & General. The student accommodation totals 517 rooms 
comprising a combination of 160 studio rooms, 355 en-suite cluster rooms and two staff rooms across five 
blocks. They are let to INTO University of Exeter on a 35-year lease. The blocks have been acquired by Legal 
& General's UK Property Fund for £49.6m, representing an initial yield of 5.78 per cent. 

Typically we see larger student investments in the city achieving between 6 - 6.5% NIY with smaller 
developments achieving yields above this.  

Valuation Approach 
 
We have approached the valuation of the Property by adopting the investment method of valuation. To arrive 
at our opinion of MV we have valued the property using the traditional “all risks” yield method of valuation, 
having regard to comparable evidence and current investment market sentiment.  The key driver for investors 
will be the sustained rental income provision, reflecting both the current and future demand for high quality 
student accommodation within the city, along with the rental levels being achieved. 
 
We have based our calculations on the current rental level of £275,647.  We have made further allowances 
for the potential to generate additional income through summer lettings, or to increase the term of the lettings 
in future years to arrive at a total gross income of £280,000 p.a. 
 
From this we have made allowance of 27.5% for voids, management and running costs. To this we have 
applied a gross yield of 5.5% which having made allowance for purchasers costs of 6.4% gives a net initial 
yield of 6.25%. 
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This calculation produces a valuation of £3,500,000, about 2.7% lower than that provided in the Earlier 
Report which is the result of letting income achieved at the property being slightly lower than that projected in 
our earlier valuation. 
 
Valuation 
 
Market Value:  
 
Taking the above into account we write to confirm that in our opinion the current Market Value of the Freehold 
interest in the above Property on the following basis are as follows: 
 
The Current Market Value of the Freehold interest in the Property as described above is in the order of: 

 
£3,500,000 

(THREE MILLION FIVE HUNDRED THOUSAND POUNDS) 
 

We consider a period of six months is a reasonable period within which to negotiate the completion of sale by 
private treaty of the Property at the level of our valuation, taking into account the nature of the Property and 
state of the market. 
 
CONFIDENTIALITY AND RESPONSIBILITY 

 
Finally, in accordance with the recommendations of the RICS, we would state that this report is provided 
solely for the purpose stated above.  It is confidential to and for the use only of the party to whom it is 
addressed and no responsibility is accepted to any third party for the whole or any part of its contents.  Any 
such parties rely upon this report at their own risk.  Neither the whole nor any part of this report or any 
reference to it may be included now, or at any time in the future, in any published document, circular or 
statement, nor published, referred to or used in any way without our written approval of the form and context 
in which it may appear. 
 
 
We trust that this brief update is sufficient for your purposes; however, should you have any queries or wish 
to discuss the Property further, then please do not hesitate to contact us. 
 
Yours faithfully  
 
For and on behalf of Savills (UK) Ltd 
 

      
 
 
 
     
Hugh Neason FRICS       Craig Brooks MRICS 
Director         Associate Director  
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PPNL SPV B47 – 1  Limited and PPNL SPV B47 Limited
 

30th August 2017 

Ref:  ETDV/HJN 

The Directors 
PPNL SPV B47 – 1  Limited and PPNL SPV B47 Limited
71 Queen Victoria Street 
London 
EC4V 4AY 
 
For the attention of: Robert Weaver 
 

Dear Sirs, 

PROPERTY: 9 VERNEY STREET, EXETER EX1 2AW

In accordance with the instructions contained in your 
24th August  2017, we have inspected the property and made such enquiries as are sufficient to provide you with ou
value on the bases stated below.  A copy of our letter of confirmation 

We draw your attention to our accompanying Report together with the General Assumptions and Conditions upon which our 
Valuation has been prepared, details of which are provided at the rear of our report.

We trust that our report meets your requirements, however

Yours faithfully 

For and on behalf of Savills (UK) Limited 

  

Hugh Neason FRICS  
RICS Registered Valuer 
Director  

 

 
 

 
  

Limited and PPNL SPV B47 Limited 
 August 2017 

Limited and PPNL SPV B47 Limited 

9 VERNEY STREET, EXETER EX1 2AW 

with the instructions contained in your email to us dated 19th August 2017 as confirmed in our letter to you dated 
, we have inspected the property and made such enquiries as are sufficient to provide you with ou

of our letter of confirmation is enclosed at Appendix 1. 

We draw your attention to our accompanying Report together with the General Assumptions and Conditions upon which our 
Valuation has been prepared, details of which are provided at the rear of our report. 

irements, however should you have any queries, please do not hesitate to contact us.

     

 

 

Craig Brooks MRICS 
RICS Registered Valuer 
Associate 

E: hneason@savills.com

DL: +44 (0) 1392 455711

F: +44 (0) 1392 455701

T: +44 (0) 1392 455 700
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as confirmed in our letter to you dated 
, we have inspected the property and made such enquiries as are sufficient to provide you with our opinion of 

We draw your attention to our accompanying Report together with the General Assumptions and Conditions upon which our 

should you have any queries, please do not hesitate to contact us. 

 

MRICS  
RICS Registered Valuer  

Hugh Neason 

E: hneason@savills.com 

DL: +44 (0) 1392 455711 

F: +44 (0) 1392 455701 

 

The Forum 

Barnfield Road 

Exeter EX1 1QR 

T: +44 (0) 1392 455 700 

savills.com 
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Address 9 Verney Street, Exeter 

Use Student housing investment 

Location 
The property occupies a prime student housing location close to the City centre and 
University 

Description The property comprises a new block of 29 studio apartments. 

Tenure Long leasehold 

Tenancies To be let to students on Assured Shorthold tenancies on an individual basis. 

Market Rent (Gross) £300,000 p.a.  

Market Rent (Net) £225,000 p.a. 

Market Value 
£3,600,000. Our valuation at this level shows a net initial yield of 6.25% net of 
purchaser’s costs of 6.4% 

Strengths 
ß Prime location 
ß Modern good quality, low maintenance accommodation 

Weaknesses 
ß No established occupational history 
ß Competition from other new developments in the City. 
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1.1. Instructions 

You have instructed us to provide our opinions of value on the following bases: 

ß The current Market Value of the long leasehold interest, subject to and with the benefit of the existing leases; 
ß The current Market Rent (“MR”); 
ß Indication of Reinstatement Cost. 

 
1.1.1. General Assumptions and Conditions 

All our valuations have been carried out on the basis of the General Assumptions and Conditions set out in the relevant section 
towards the rear of this report.   

1.1.2. Date of Valuation 

Our opinions of value are as at the date of this report.  The importance of the date of valuation must be stressed as property 
values can change over a relatively short period.   

1.1.3. Definition of Market Value and Market Rent 

In undertaking our valuations, we have adopted the RICS definitions of Market Value and Market Rent, as detailed below: 

Valuation Standard VPS 4 1.2 of the Red Book defines Market Value (MV) as: 

“The estimated amount for which an asset or liability should exchange on the valuation date between a willing buyer and a 
willing seller in an arm’s length transaction, after proper marketing and where the parties had each acted knowledgeably, 
prudently and without compulsion.”   

Valuation Standard VPS 4 1.3 of the Red Book defines Market Rent (MR) as: 

“The estimated amount for which an interest in real property should be leased on the valuation date between a willing lessor and 
a willing lessee on appropriate lease terms in an arm’s length transaction, after proper marketing and where the parties had 
each acted knowledgeably, prudently and without compulsion.”   

1.1.4. Purpose of Valuations 

You instruct us that our valuations are required in connection your purchase of the property. 

1.1.5. Conflicts of Interest 

We are not aware of any conflict of interest, either with the property or with the Borrower, preventing us from providing you with 
an independent valuation of the property in accordance with the RICS Red Book.  We will be acting as External Valuers, as 
defined in the Red Book.   

1.1.6. Valuer Details and Inspection 

The due diligence enquiries referred to below were undertaken by Hugh Neason FRICS.  The valuations have also been 
reviewed by Craig Brooks MRICS.   
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The property was inspected on 8th August 2017 by Hugh Neason FRICS in the company of the Borrower.  We inspected a 
representative sample of the flats both externally and internally, but limited to those areas that were easily accessible or visible.  
The weather on the date of our inspection was dry.   

All those above with MRICS or FRICS qualifications are also RICS Registered Valuers.  Furthermore, in accordance with VPS 
3.7, we confirm that the aforementioned individuals have sufficient current local, national and international (as appropriate) 
knowledge of the particular market and the skills and understanding to undertake the valuation competently.   

1.1.7. Extent of Due Diligence Enquiries and Information Sources 

The extent of the due diligence enquiries we have undertaken and the sources of the information we have relied upon for the 
purpose of our valuation are stated in the relevant sections of our report below.   

Where reports and other information have been provided, we summarise the relevant details in this report.  We do not accept 
responsibility for any errors or omissions in the information and documentation provided to us, nor for any consequences that 
may flow from such errors and omissions.   

1.1.8. Liability Cap 

Our letter confirming instructions at Appendix 1 includes details of any liability cap.   

1.1.9. RICS Compliance 

This report has been prepared in accordance with Royal Institution of Chartered Surveyors’ (“RICS”) Valuation – Professional 
Standards January 2014 (the “RICS Red Book”) published in November 2013 and effective from 6 January 2014, in particular in 
accordance with the requirements of VPS 3 entitled Valuation reports and VPGA 2 Valuations secured lending, as appropriate.   

Our report in accordance with those requirements is set out below.   

1.1.10. Verification 

This report contains many assumptions, some of a general and some of a specific nature.  Our valuations are based upon 
certain information supplied to us by others.  Some information we consider material may not have been provided to us.  All of 
these matters are referred to in the relevant sections of this report.   

We recommend that the Bank satisfies itself on all these points, either by verification of individual points or by judgement of the 
relevance of each particular point in the context of the purpose of our valuations.  Our valuations should not be relied upon 
pending this verification process.   

1.1.11. Confidentiality and Responsibility 

Finally, in accordance with the recommendations of the RICS, we would state that this report is provided solely for the purpose 
stated above.  It is confidential to and for the use only of the party to whom it is addressed only, and no responsibility is 
accepted to any third party for the whole or any part of its contents.  Any such parties rely upon this report at their own risk.  
Neither the whole nor any part of this report or any reference to it may be included now, or at any time in the future, in any 
published document, circular or statement, nor published, referred to or used in any way without our written approval of the form 
and context in which it may appear.   
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2.1. Location 

The subject Property is located within the City of Exeter in the county of Devon. The City is situated on the River Exe 
approximately 45 miles north east of Plymouth and 75 miles south west of Bristol.  It has a population of approximately 117,773 
(2011 census) and is the regional service centre for the county of Devon.  Exeter has a comprehensive range of educational, 
ecclesiastical, employment, shopping and leisure facilities/amenities, including a John Lewis department Store and the 
‘Princesshay Shopping Centre’.  

Principal road access to the City is via the M5 motorway with Junctions 29, 30 and 31 all within three miles of the city centre. In 
addition there are a number of trunk roads serving the city including the A30, A38 and A377. There are main line rail services 
with a fastest journey time to London Paddington of about 2.5 hours. Exeter Airport lies about five miles east of the City and 
provides a range of domestic and international flights. 
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2.2. Situation 

The subject property is situated about 500 metres north of the City centre and 800 metres east of the main campus of Exeter 
University and so is well placed for its proposed use as student accommodation. 

The property occupies a rectangular plot with frontage to Verney Street and Red Lion Lane. The area in which the property is 
historically one of mixed commercial uses which have given way to residential redevelopment over the past 10 years and there 
are modern apartment schemes on either side and a modern student housing scheme on the opposite side of Verney Street. 

We have provided a Local Street Map below.   

 

 
 

 

2.3. Description 

2.3.1. Overview 

The property is a terraced four storey building which at the inspection was still under construction with a target date for 
completion at the end of August. Our valuation is on the assumption that the scheme is fully complete in accordance with the 
details supplied to us. 
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The lower part of the building is of conventional construction with brick faced or rendered elevations. The building has been 
extended vertically in two sections to front and rear with weatherboard elevations and flat roof. The windows are powder 
coated double glazed units. 

Main entrance to the building is from the Verney Street  frontage (with secondary access from Red Lion Lane) to a 
communal lobby. On the ground floor are five studio apartments, bin and bike store, communal lounge opening onto an 
enclosed paved courtyard, plant room and luggage store. The first floor has eight studio apartments, gym and laundry. The 
second and third floors each have eight studio apartments. There are communal staircases at front and rear connecting all 
floors. 

      Photographs of the property taken on the date of our inspection are provided below.   

 

 

 
   

Verney Street frontage   Red Lion Lane frontage 
   

 

   

Verney Street  Side elevation 
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2.3.2. Interior 

Internally,  the property is being finished and fitted to a very high standard with good en suite shower rooms, double beds, smart 
TVs with in-built DVD players, well fitted kitchen areas with refrigerators (with freezer boxes), halogen hobs and combination 
microwave/convection ovens. The studios will be fitted with blackout blinds and will have electric heating (including 
instantaneous water heater for each unit) and double glazing. 

 

 

 
   

Kitchen/shower room  Living area 
   
 

 

 

 
   

Living area  Study area 
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2.3.3. Site Area 

The site of the property is roughly rectangular. By reference to the Ordnance Survey Extract, we calculate that the property has 
an area of 0.041 hectares (0.1 acres).  We attach an extract from the Ordnance Survey sheet showing the property edged in red 
and its immediate vicinity.   

 

 
 

2.4. Accommodation 

We have valued the property on the basis of the floor area figures set out in Appendix 2, which were taken from the approved 
drawings with check measurement taken on site and we assume are complete and correct and are the gross internal floor areas 
measured in accordance with the RICS Property Measurement 1st Edition (May 2015) as updated.  
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2.5. Condition 

2.5.1. General Condition 

As instructed, we have not carried out a structural survey, nor have we tested any of the services.  However, we would 
comment, without liability, that during the course of our inspection for valuation purposes, we observed that the property 
appears to be in good condition throughout with no defects or items of disrepair likely to have an adverse effect on value. We 
assume that all works will be completed to a good standard  

2.6. Environmental Considerations 

2.6.1. Informal Enquiries 

As instructed, we have not carried out a soil test or an environmental audit.  Following informal enquiries, we understand that 
the property was previously in commercial use and on the basis of our informal enquiries, it would appear unlikely that land 
contamination exists.  This comment is made without liability.   

2.6.2. Assumption 

As our informal enquiries have suggested that land contamination is unlikely, we have valued the property on the basis that it 
has not suffered any land contamination in the past, nor is it likely to become so contaminated in the foreseeable future.  
However, should it subsequently be established that contamination exists at the property, or on any neighbouring land, then we 
may wish to review our valuation advice.   

2.6.3. Flooding  

We have made enquires with regard to potential flooding at the Environment Agency website, www.environment-agency.gov.uk 
and note that, the Property is not considered to be in an area that may be potentially affected by flooding. 

2.7. Town Planning 

2.7.1. Statutory Background 

We have made informal enquiries of the local planning authority, Exeter City Council, who advised us that the statutory plan 
covering planning policy and development control for the area is the Exeter City Local Plan, which was adopted in March 2005.  
In accordance with recent changes to planning legislation, the Exeter City Council Core Strategy Development Plan Document 
(DPD) has been adopted, but policies in the 2005 Local Plan will not be fully replaced until the Site Allocations and 
Development Management DPD has been adopted.  

The area in which the property is situated is not allocated for any particular purpose. 

The property is not Listed but is within a Conservation Area. We are informed that it is not directly affected by any highway, town 
planning or other schemes or proposals. 

 

 

http://www.environment-agency.gov.uk
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2.7.2. Planning History 

Planning decisions of note revealed by our enquiries are as follows:  

Reference Description of Development Decision Date 

16/0894/03 
Change of use from mixed use to sui generis (student 
studios. Partial demolition, alterations and extensions with 
associated works. 

Approved 21st October 2016 

16/1599/03 
Variation of Condition 2 to add one additional studio unit 
and minor elevation revisions and removal of Condition 
11 of Planning Application 16/0894/03  

 

Approved 20th June 2017 

 
Copies of the decision notices are attached at Appendix 3. 

2.7.3. s.106 Agreement 

We understand that consent was also granted subject to a s106 agreement restricting occupation to students except for a 
period of two weeks in July and August. Students are defined in the agreement which definition includes persons in full time 
employment who are training towards a qualification. 
 
2.7.4. Community Infrastructure Levy (CIL). 

The Community Infrastructure Levy (CIL) is a planning charge introduced by the Planning Act 2008 as a tool for local authorities 
in England and Wales to help deliver infrastructure to support the development of their area. It was adopted on 6 April 2010. CIL 
is chargeable on the net additional floorspace of all new development of more than 100 sq m GIA, or more than one dwelling.  

We have been informed by the Borrower that the CIL liability due for the development is £17,862.70. We have assumed that this 
has been paid. 

2.7.5. Summary 

During the course of our inspection of the property, we did not observe anything which would indicate that the any of the above 
planning permissions are being contravened.  In valuing the property we have assumed that the building is used in accordance 
with its present lawful uses and that the building complies with current planning laws and building regulations and that it is not 
subject to any adverse proposals or possible enforcement actions.   

2.8. Taxation 

2.8.1. Council Tax and Business Rates 

From informal enquiries of Valuation Office Agency Internet Rating List www.voa.gov.uk, we understand that the property is not 
currently assessed for Council Tax or Business Rates. 

 

http://www.voa.gov.uk
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2.8.2. VAT 

Our valuation is exclusive of VAT.   

2.9. Tenure 

We have valued the head leasehold interest in the property as outlined in red on the Ordnance Survey Extract above. We 
understand that the property is held under the terms of a head lease from Exeter City Council for a term of 125 years from 21st 
October 2016 at a peppercorn ground rent. We have not inspected a copy of the head lease and we strongly recommend that 
your legal advisers confirm our understanding to be correct. 

We assume that full rights of access are enjoyed, and that no third parties enjoy any rights over the subject property.  Your 
solicitors should confirm that there are no onerous restrictions or obligations as part of the due diligence process.   

2.9.1. Occupational Leases 

The property is to be sub-let to students on an individual basis for 48 weeks out of 52 on an ‘all inclusive’ basis. Current asking 
rents range from £200 to £220 per week with gross income when fully let of £299,520 p.a. At the date of this report we 
understand that lettings have been agreed of 8 units at a total rent of £80,640 and that a further nine lettings are currently being 
processed. 
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3. Market Commentary  
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3.1. Property Market Overview 

We enclose a National Student Housing Market Overview at Appendix 5 

3.2. Student Housing Market in Exeter 

The student investment market experienced an exceptionally strong year in 2016, with 74,500 beds traded at a total value of 
£5.9bn. This investment activity was due to a surge in the number of large portfolios traded in the first quarter of 2015 and much 
higher levels of consolidation in the sector than we have seen in the past. 
 
With the large inflow of investment in 2016, yields on student accommodation across all locations and lease types compressed 
by 50-75 basis points (excluding portfolio premiums of up to 75 basis points). We expect yields to remain static during 2017 and, 
with rental growth averaging out at 3.5%, our forecast is for average total returns of 9.5%. 
 
Savills estimate of prime student accommodation yields is below: 
 

 
 
Full-time student numbers increased for the 2014/15 academic year and are nearly back at 2010/11 numbers. But it is not good 
news everywhere as total student numbers fell by 1.4%. This overall fall reflects students’ search for quality and value for 
money in the higher fee environment.  
 
As in previous years, the 1.4% fall in total student numbers in the 2014/15 academic year hides a wide variation in performance. 
The majority of the decline (91%) was due to fewer UK part-time undergraduates and this trend has continued to affect student 
numbers at lower ranking institutions hardest. Meanwhile, the higher ranked institutions have continued to attract overseas 
students, but UK undergraduate numbers at the top 20 institutions (according to the Complete University Guide) were only up 
by 1.4% on the previous year. 
 
Looking ahead it is always worth noting that the HESA data provides a view of the market last year. Our analysis of other 
indicators suggests that there was a 20,000 increase in number of first year full-time undergraduates for this academic year 
(2015/16). However, early indicators from UCAS applications suggests that student numbers for the 2016/17 academic year 
may be static, with applications from UK and non-EU students similar to last year and a 6% increase in applications from the 
EU. 
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The UK is globally recognised for its higher education, and attracts large numbers of students from the UK and across the world. 
Overall student numbers look set to be broadly static for the 2016/17 academic year, but this will hide substantial variation in city 
and institution level trends. The purpose built student accommodation market saw record-breaking investment in 2015 and 
remains a highly attractive asset. Although investment is unlikely to hit last year’s highs (£5.9bn) and Brexit remains a risk, we 
expect total investment in 2016 to hit £4bn, well above 2013-14 levels. 
 
The challenge for investors is obtaining stock at a sufficient scale. With the majority of purpose built beds owned in small 
portfolios, we are likely to see further consolidation in the sector. Increased investment appetite brings the risks of a shift to 
speculative development in weaker markets. 
 
Provision of purpose built accommodation remains low in most markets and many students are reliant on HMOs. However, 
there are risks in developing too many premium schemes and a more affordable product offers the greatest potential for growth. 
There have been concerns over potential over-supply of student accommodation in Exeter although these have proved to be 
unfounded with continued developer interest in the City and 62% of the student population estimated to not have access to 
purpose built student accommodation and relying on HMO provision.  
 
We understand that there is unsatisfied demand for new student accommodation within the city, especially in locations which 
are close to the main colleges and city centre.   There are a number of schemes which are either being brought forward or are in 
the planning process which may come to the market in the future, although student development schemes and investments are 
expected to remain a popular investment in the future, despite increased provision within the city. Some forthcoming schemes of 
which we are aware are as follows: 
 

• Mary Arches Street – 127 student flats and studios – under construction. 
• St Germans Road – 131 student bedrooms – status unknown 
• Bonhay Road – 154 student units – currently not in progress 
• Mary Arches Street – 31 student bedrooms – not commenced 
• Paris Street – 125 student bedspaces – not commenced 
• Frog Street – 98 student units – under construction 
• Eagle Yard – 27 studio apartments – under construction 
• Sidwell Street – 88 student bedspaces – under construction 

 
 
3.3. Student Letting Comparables 

In reaching our opinion of value for the Property we have had regard to a number of lettings of comparable properties both in 
the vicinity and in Exeter generally, and discussions with both our own agents and local agents.  We consider that the best 
evidence of value is the rents achieved at the subject property, but we have also had regard to the following: 

Thornton Court 
 
Modern small student development arranged as nine flats, each having four to six en suite bedrooms with shared kitchen/living 
areas. All rooms are let for a 48 weeks on all inclusive basis at £145 per room per week. The room sizes vary from 10.3m2 to 
over 20m2 and average around 12.5m2. 
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Dean Clarke Lofts 
 
36 varied high quality apartments which include a number with mezzanine sleeping areas. The average apartment size is 
around 40m2 with some rents in excess of £300 per week, averaging around £250 - £270 per week on an all inclusive basis. 
 
Iron Bridge Studios 
 
This large modern converted building and offers a range of differing apartment styles ranging is size from 18m2  (studio) to 21m2 

(Premium Plus Studio).  The rents vary if adopting 44 or 51 week letting periods and range from £176 - £215 per week on an all 
inclusive basis.  
 
Printworks 
 
This large modern student accommodation opposite the subject propery offers a range of accommodation styles with their 
classic studio (19.5m2)  and premier studios (25m2)  being let at £200 and £205 per week respectively. This is on a 51 week all 
inclusive basis.  
 
Kingfisher 
 
New purpose build student accommodation adjoining the Printworks. Studios (with kitchen and shower room) and shared 
communal areas. Room rates for bronze studio (18 sq.m.) start at £186 per week with gold studios (25 sq.m.) from £207 per 
week.  
 
Artful Dodger 
 
Student accommodation arranged as cluster flats similar to the subject property with en suite bedrooms and shared 
kitchen/living room. Rooms are available for 2017/18 at £130 per week. 
 
Exeter Trust  House 
 
Converted former office building. En suite rooms in cluster flats are available for 2017/18 at £157 per week.  
 
On this basis and given he quality of the accommodation and location we are of the opinion that the current rents are 
conservative and there is potential for increased rental levels in future years. 

3.4. Investment Transactions 

There is limited evidence of sales of single blocks of accommodation, as most recent investment transactions in the student 
sector have been of portfolios, with the most recent being the sale of the Argent portfolio amounting to 25 properties around the 
UK with a total of 5,500 beds – having sold in March 2016 for £417 m. showing a yield of about 6%. We are however aware of 
the following student investment transactions to which we have had regard in arriving at our opinion of value: 
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Dean Clarke Lofts, Southernhay East, Exeter 
 
Development of 36 student units arranged as studio apartments with no communal areas located over a restaurant. The units 
were direct let and the freehold investment sold in 2015 showing a net initial yield of 7.25% 
 
The Printworks, Exeter 
 
Blackrock UK Property Fund acquired the student accommodation scheme in Exeter directly opposite the subject property 
comprising 492 bedrooms.  The scheme was developed by Campus Development Management and Moorfield and opened in 
September 2013. The Printworks was acquired for £40m reflecting 6.10% NIY. 
 
31-33 Corn Street, Bristol 
 
This was a small 24 apartment scheme near Bristol University which sold in August 2-15 for £1.6m (66,667 per bed). This was 
developed by First Step Homes and equated to a 6.5% NIY. 
 
Typically we see larger student investments in the city forming between 6-6.5% NIY with smaller developments achieving yields 
above this.  
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4. Valuation Advice  
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4.1. Principal Valuation Considerations 

The principal matters that impact on the value of the property are as follows: 

4.1.1. Location and Situation 

The property occupies a good position in the City for a private student housing scheme, being within easy reach of both the City 
centre and the University and this is likely to underpin occupation levels for the foreseeable future. 
 
4.1.2. Building Quality and Condition 

The property is purpose built for its use and provides a good standard of accommodation with low ongoing maintenance 
requirement. 
 
4.1.3. Accommodation 

The accommodation is well suited to its purpose and compares well with other student schemes in the City. 
 
4.1.4. Tenure 

Leasehold. 
 
4.2. Approach To Valuation 

You have instructed us to provide our opinions of value on the following bases: 

ß The current Market Value of the head leasehold, subject to and with the benefit of the existing leases; 
ß The current Market Rent (“MR”); 
ß Indication of Reinstatement Cost; 

 
4.2.1. Market Value (MV) 

We have approached the valuation of the Property by adopting the investment method of valuation.  

To arrive at our opinion of MV we have valued the property using the traditional “all risks” yield method of valuation, having 
regard to comparable evidence and current investment market sentiment.   

The key driver for investors will be the sustained rental income provision, reflecting both the current and future demand for high 
quality student accommodation within the city, along with the rental levels being achieved. 

We have capitalised the projected  rental level of £300,000.  From this we have made allowance for a 20% void for the first 12 
months and 25% for management and running costs. To this we have applied a gross yield of 5.5% which having made 
allowance for purchasers costs of 6.4% gives a net initial yield when fully let of 6.25%. 

Copies of our valuation calculations are at Appendix 6. 
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4.3. Valuation 

4.3.1. Current Market Value  

Having carefully considered the property, as described in this report, we are of the opinion that the current Market Value of the 
head leasehold interest, in its present state and with the benefit of the existing lettings, is in the order of: 

£3,600,000 
(THREE MILLION SIX HUNDRED THOUSAND POUNDS) 

We consider that a period of up to six months is a reasonable period within which to negotiate completion of a sale by private 
treaty of the property at the level of our valuation, taking into account the nature of the property and the state of the market.   

4.3.2. Current Market Rent  

As stated above and on the basis outlined above, in our opinion the current Market Rent of the property is: 

£300,000 per annum  
(THREE HUNDRED THOUSAND POUNDS PER ANNUM) 
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5. Risk Analysis  
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5.1. Suitability As Security 

5.1.1. Lender’s Responsibility 

It is usual for a valuer to be asked to express an opinion as to the suitability of a property as security for a loan, debenture or 
mortgage.  However, it is a matter for the lender to assess the risks involved and make its own assessment in fixing the terms of 
the loan, such as the percentage of value to be advanced, the provision for repayment of the capital, and the interest rate.   

In this report we refer to all matters that are within our knowledge and which may assist you in your assessment of the risk.   

5.1.2. Strengths and Weaknesses 

Strengths 

ß Well located student block. 
 

ß Good quality low maintenance accommodation. 
 

ß Good initial letting activity 
 
 

Weaknesses 

ß Leasehold interest. 
 

ß Amount of potential competition coming forward. 

 

5.1.3. Property Market and Property Specific Risks 

Property Market Risks 

These are particular risks applied to the property market within the context of the wider economic environment, some of which 
are highlighted above.  These include: 

i. Future Economic Environment 

The value of the property on the assumption that it has been completed is sensitive to changes in the economic environment. 
Changes to the macro and micro economic environment directly impact on the value of investment property, particularly any 
movements within the money markets. In particular, any interest rate movements beyond those currently anticipated by the 
wider market may have a detrimental impact on value, although purchasers at this level of the market are less affected by minor 
fluctuations in interest rates.   
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Changes to the macro and micro economic environment directly impact on the value of investment property, particularly any 
movements within the money markets and/or the relative returns available from competing investments.  In particular, any 
interest rate movements beyond those currently anticipated by the wider market may have a detrimental impact on the 
investment value.  Our valuations are made against the present economic background which, barring any external shocks, we 
consider to be relatively stable in the medium term, notwithstanding the volatility in the world’s equity markets and the ongoing 
threats of terrorism and instability in the Middle East.  Indeed, the volatility in the equity markets has indirectly benefited property 
as an asset class where there has been a flight to quality in uncertain times, particularly to those buildings which produce strong 
bond style income returns such as that provided by the retail element of the property.   

One of the key drivers of value is the cost of finance, and the value of the property can be expected to rise and fall depending 
on movements in interest rates.  The asset will be competing against other investment media and this may influence yield 
expectations, both positively and negatively.   

ii. Future Changes in Property Taxes 

Property as an asset class has always attracted the interest of incumbent Chancellors of the Exchequer as an avenue for 
raising increased taxation.  Any future increase in Stamp Duty may impact on value. 

iii. Liquidity 

The student investment market remains extremely strong with a wide range of purchasers active in the market, although they 
are being frustrated by a shortage of investment stock.  The weight of money into property has encouraged greater liquidity with 
pressure applied by vendors for rapid exchange and completion of sale contracts.  In a more shallow market place, the period 
needed for disposal may increase.   

iv. Pricing 

Property as an asset class is not a homogeneous product and pricing has traditionally been linked to historic evidence from 
relevant comparable transactions.  Such evidence can be scarce and this, coupled with liquidity issues, may affect the pricing of 
an asset.  This is mitigated to an extent in this instance, as there is a reasonable body of evidence in the locality which allows 
greater pricing accuracy in support of our opinion of Market Value.   

Property Specific Risks 

The specific property risks in this instance include: 

v. Market Risks 

There is a risk that the economy falters, leading to a reduction in capital and rental values as a result of weakening business 
confidence and purchaser/tenant demand. This would adversely affect the residential property market. The occupational and 
letting market has improved considerably in recent months with strong rental growth forecast. Therefore, we do not foresee a fall 
in rental levels. 

We are not aware of any Property specific risks likely to have a material or significant effect upon the value of the property. 
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5.1.4. Suitability as Security 

In conclusion, most of the market and property specific risks in this instance are capable of identification and measurement 
and/or may be considered acceptable in the context of the property sector.   

We would comment that we have considered each of the principal risks associated with this property within the context of the 
wider investment market and that they are reflected in our valuation calculations and reported figures as appropriate.   

Overall, we consider that the property provides reasonable security for a loan secured upon it, which reflects the nature of the 
property, our reported opinions of value and the risks involved.   
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6. General Assumptions & Conditions to Valuations  
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6.1. General Assumptions and Conditions 

6.1.1. General Assumptions 

Unless otherwise stated in this report, our valuation has been carried out on the basis of the following General 
Assumptions.  If any of them are subsequently found not to be valid, we may wish to review our valuation, as there may be 
an impact on it.   

1. That the property is not subject to any unusual or especially onerous restrictions, encumbrances or outgoings contained in 
the Long leasehold Title.  Should there be any mortgages or charges, we have assumed that the property would be sold 
free of them.  We have not inspected the Title Deeds or Land Registry Certificate.   

2. That we have been supplied with all information likely to have an effect on the value of the property, and that the 
information supplied to us and summarised in this report is both complete and correct.   

3. That the building has been constructed and is used in accordance with all statutory and bye-law requirements, and that 
there are no breaches of planning control.  Likewise, that any future construction or use will be lawful (other than those 
points referred to above).   

4. That the property is not adversely affected, nor is likely to become adversely affected, by any highway, town planning or 
other schemes or proposals, and that there are no matters adversely affecting value that might be revealed by a local 
search, replies to usual enquiries, or by any statutory notice (other than those points referred to above).   

5. That the building is structurally sound, and that there are no structural, latent or other material defects, including rot and 
inherently dangerous or unsuitable materials or techniques,  whether in parts of the building we have inspected or not, that 
would cause us to make allowance by way of capital repair (other than those points referred to above).  Our inspection of 
the property and this report do not constitute a building survey.   

6. That in the construction or alteration of the building no use was made of any deleterious or hazardous materials or 
techniques, such as high alumina cement, calcium chloride additives, woodwool slabs used as permanent shuttering and 
the like (other than those points referred to above).  We have not carried out any investigations into these matters.   

7. That the property has not suffered any land contamination in the past, nor is it likely to become so contaminated in the 
foreseeable future.  We have not carried out any soil tests or made any other investigations in this respect, and we cannot 
assess the likelihood of any such contamination.   

8. That the property either complies with the Disability Discrimination Acts and all other Acts relating to occupation, or if there 
is any such non-compliance, it is not of a substantive nature.   

9. That the property does not suffer from any ill effects of Radon Gas, high voltage electrical supply apparatus and other 
environmental detriment.   

6.1.2.  General Conditions 

Our valuation has been carried out on the basis of the following general conditions:   
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1. We have made no allowance for any Capital Gains Tax or other taxation liability that might arise upon a sale of the 
property.   

2. Our valuation is exclusive of VAT (if applicable).   

3. No allowance has been made for any expenses of realisation.   

4. Excluded from our valuation is any additional value attributable to goodwill, or to fixtures and fittings which are only of value 
in situ to the present occupier.   

5. Our valuation is based on market evidence which has come into our possession from numerous sources.  That from other 
agents and valuers is given in good faith but without liability.  It is often provided in verbal form.  Some comes from 
databases such as the Land Registry or computer databases to which Savills subscribes.  In all cases, other than where we 
have had a direct involvement with the transactions, we are unable to warrant that the information on which we have relied 
is correct although we believe it to be so.   

  


































































