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Introduction

Buy-to-let property is many people's go-to investment choice. We take a look at buy-to-let 

mortgages, explaining key factors such as rental yield, tax implications, and conveyancing.

The later part of this guide delves into some important rule changes in terms of how 

mortgage interest rate relief is calculated. We have decided to include this extra information 

for two reasons. Firstly, for higher-rate taxpayers, this rule change will considerably impact 

their investment return. As such, they might need to think about placing any investment 

property into a limited company to minimise their tax obligation. Our guide to investing 

through a limited company will provide some answers.

Secondly, if investors are making less return on investment the lender may consider the 

investment a higher risk, this then could impact the lending criteria either with respect to 

loan-to-value or alternatively, in the agreed lending rate.

In addition to this guide, we suggest familiarising yourself with our guides on taxation. These 

include stamp duty, capital gains tax and inheritance tax planning. As there are important 

rule changes for how you are taxed on an investment property. 

Alternatively, you may choose to have a free investment review where your consultant will 

identify your investment goals, and show you how best to accomplish this. They will take into 

consideration mortgages, taxation and other important factors which will impact any 

potential investment.



What is a buy-
to-let?
A buy-to-let is a property which is bought to rent to a 

tenant to produce a rental return. Additionally, a buy-

to-let can also grow in value, producing a capital gain 

when you decide to sell. The rent from a buy-to-let 

property should cover the cost of the mortgage and all 

other expenses. These other expenses include letting 

agent fees, building insurance and furniture if provided.

Buy-to-let 
mortgages
Unless you are a cash buyer, you will need a buy-to-

let mortgage. With buy-to-let mortgages, you can rent 

out your property to tenants. This differs from 

residential mortgages which are only offered to 

owners who plan to live on their property.

Buy-to-let mortgages are similar to 

residential mortgages but with some key differences:

Lending criteria
As you are not living in the property, your tenant 

will pay your mortgage. Because of this, the lending 

criteria for buy-to-let mortgages are different.

• The amount you can borrow on a buy-to-let

mortgage is based on how much rent the property

can generate versus the cost of the mortgage.

Lenders will prefer your expected rental income

to meet at least 125% of the monthly interest

payments on the loan. Though some lenders are

more flexible.

• Buy-to-let mortgages usually require you to have

a minimum salary of £25,0000.

• The minimum deposit required for buy-to-let

mortgages is generally 20-25% of the purchase

price. The cheapest deals require a deposit of 40%

or more.

Lending rates
• Interest rates are higher on buy-to-let mortgages

compared to residential mortgages. This is due to

perceived higher risk.

• Arrangement fees on buy-to let-mortgages are

typically higher. These can be calculated as a

percentage of the loan, rather than a fixed fee.

Non-residents

Overseas investors are subject to different lending requirements 

compared to UK investors. Their ability to gain mortgage finance 

and the terms of this lending depend on a range of factors. 

Obtaining competitive mortgage finance can be difficult for non-

residents if they don’t know where to go. Fortunately, our lending 

partner is very experienced in this arena. They have access to 

mortgages outside of the high street and are experts in securing 

mortgage finance for non-residents. As such, we are confident in 

finding a solution for your needs.



Rental requirements
If you’re thinking of taking out a buy-to-let mortgage to buy a property, the lender will want 

to know if you can secure enough rent to pay back the mortgage. Many lenders have 

increased their rental requirements. This is in response to strict new rules from the Prudential 

Regulation Authority to reduce lending risk. The knock-on effect is that landlords need 

higher rents to secure the mortgage. However, some specialist lenders have different criteria. 

Our mortgage partner can find the best solutions for you.

Buy-to-let tax implications
There has been a significant change concerning buy-to-let taxation. We look into the key 

changes.

Buy-to-let income tax relief

In the past, landlords were able to offset mortgage interest and buy-to-let mortgage 

arrangement fees against their income tax bills. For higher earners, this was a substantial relief 

of up to 45%. From 2017 to 2020 this was phased out. Now it is capped at 20%. This subject is 

described in great detail later in this guide.

Capital gains tax on buy-to-let property

Should your buy-to-let property rises in value by more than your capital gains tax (CGT) 

allowance by the time you sell it, you’ll have tax to pay. The tax-free allowance is currently 

£12,300 per person in the 2022/23 tax year. 





Stamp duty on buy-to-let property

The image below gives a breakdown of buy-to-let stamp duty rates. For investors into the buy-to-let 

market, they pay a higher rate compared to residential homeowners.

*If the total property price is £40,000 or less there is no surcharge. But If the total property price is more

than £40,000, you’ll pay the surcharge on the whole cost.

Implications for overseas investors

For overseas homeowners, they are subject to an additional 2% surcharge on property. If an overseas 

investor buys through a limited company they could potentially navigate around this surcharge. 

However, there are strict rules in place. A surcharge also applies to certain UK resident companies that 

are controlled by non-UK residents. For non-UK residents, we suggest you click on the following to go 

to the appropriate government advice page. The appropriate URL is enclosed. https://www.gov.uk/

guidance/rates-of-stamp-duty-land-tax-for-non-uk-residents

Buy-to-let 
conveyancing
Buy-to-let conveyancing is the process of 

transferring legal ownership of a property to 

you. This begins when your offer on a 

property is accepted and finishes when you 

complete on the property.

Your solicitor’s role

Your solicitor should make sure there are no 

restrictions on renting out the property. They 

should also be able to advise you on wider 

issues such as tax implications or 

environmental and planning law. Our 

guide to solicitors will explain their 

function in the house purchasing process.



Mortgage interest tax relief
The way landlords must declare their rental income has changed. This means higher tax bills 

for many. 

Whilst borrowing money through a buy-to-let was mortgage once a major tax advantage, 

this is no longer the case. This article explains what key changes have taken place and the 

impact on how much tax landlords must pay.

Landlord mortgage interest tax relief in 2022-23

Since April 2020, it is no longer possible to deduct any of your mortgage expenses from 

your rental income to reduce your tax bill.

Instead, you now receive a tax credit, based on 20% of your mortgage interest payments.

For higher-rate taxpayers, this is less generous than the previous system, which effectively 

enjoyed a 40% tax relief on mortgage payments.

The new system has been phased in gradually since 2017.



Higher mortgage rate

One reason for this is mortgage rates for businesses are more expensive than for 

private landlords. Consequently, this could cost you more than you’d save in higher 

tax relief.

Another reason is you would need to pay stamp duty again when you transfer 

ownership of the property to your business.  

Finally, if you decide to incorporate, your taxes will become more complicated. You 

will now need to file taxes for your company, and pay corporation tax on your 

profits.

To get the rental income, you’ll need to pay yourself a dividend which will be taxed 

as income. Though this will be at a lower rate than receiving income directly.
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The Esper Approach
At Esper Wealth we work for you. Our role is to listen to you and 

guide you to achieve your goals. As a client we want you to feel 

comfortable in the investment process, in the belief that we are 

delivering the best advice. With this in mind, it is important to 

follow three simple rules when investing:

1. Never feel pressured. Many property sales companies work

on urgency. This is the wrong approach. You should take the

time to decide what is right for you and your family. If this

means you miss a particular property then be rest assured

another opportunity will arise.

2. Be transactional. This means trying not to be emotive about

a property. Remember you are not living in it. Ask yourself, do

the numbers work financially for me?

3. Ask yourself, what if? In life, we never know what’s around

the corner. Sometimes your circumstances can change. If

things do change, how will it impact me? Whilst you can never

legislate for all contingencies, it is advisable to invest with your

eyes open.

If you are interested in off-plan opportunities, or completed 

property direct from the developer, then visit our developments 

page. Alternatively, if you would prefer to start your investment 

journey by having a no obligations, free investment review, Then 

contact a member of our team who will be happy to help.




