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1. [bookmark: _Toc498897217]Introduction  
“An Analysis of the South Wales Private Housing Rental Market and the effects of recent legislations”
1.1	A rental property is when an owner (known as a landlord), receives payment from occupiers (knows as tenants) for using their property. The role of a letting agent is to offer different levels of service to a landlord, potentially finding a tenant, drafting contracts and agreements, rent collection, and managing the tenancy for the whole term.  
The UK currently has a population of around 65 million people and 26 million households and the main question is how this affects tenants, landlords, and lettings agents in the Private Rental Sector. (HomeLet, 2016)
Many Landlords throughout the UK use Letting Agents to find tenants and manage the tenancies on their behalf, however many residential letting agents remain unregulated with no qualifications or compliance controls even though there are laws that need to be adhered to.  ARLA (Association of Residential Letting Agents), the lead professional body for the private rented sector, believes that all agents should be licensed. (ARLA )
This report will focus on the South Wales Rental Industry and the legislative changes & implementations around the rental market. The three main topics that will be discussed are Tax Changes, Rent Smart Wales Law, and Banning of Lettings Agent Fees to tenants. 
1.2	Tax Changes
Every landlord needs to pay tax based on their rental income, and the changes that were brought into place in 2016 is that landlords are unable to deduct mortgage rate interest when calculating rental profits. This only affects Residential Landlords and not holiday lets or commercial lets. In simple terms, this means that as these landlords are gaining a higher profit due to not being able to deduct mortgage interest, the tax paid on their overall profit will be higher. This will affect not only higher rate tax payers, but also lower rate taxpayers. There will be however a four-year phase period which began in April 2017. The finance Costs will be restricted as follows: 
· 75% for the tax year ended 5th April 2018
· 50% for the tax year ended 5th April 2019
· 25% for the tax year ended 5th April 2020
· 0% from tax year commencing 6th April 2020
(Residential Landlord Assosiation, 2017)

1.3	Rent Smart Wales Law 
This legislation became active in November 2016 meaning that all Residential Landlords with properties in Wales must be registered or licenced to manage their property under the Housing (Wales) Act 2014. Lettings Agents must also be licensed to manage properties and tenancies on behalf of their clients. Failure to do so results in prosecution such as fines and in serious cases, prison sentences. (Rent Smart Wales , 2016)

1.4	Banning Tenant Fees 
On November 1, 2017 parliament published a new draft bill to ban letting fees for tenants helping renters to have easy access to rental properties and are applicable to assured shorthold tenancies in the private rental sector. The reason behind this, as published by the government, is to ‘make renting fairer and easier by allowing them to see up front what a given property will cost them in the advertised rent level without additional costs’. (GOV.uk, 2017) This bill is still currently being assessed by parliament, however will doubtlessly become in force soon. 

These changes will not only affect landlords, but additionally letting agents and tenants. The reason this research is being carried out is to determine the outcomes that will happen for this type of industry and the impact it will have within the housing market over the next few years. The total amount of landlord that are individuals rather than a company or organisation is 73% (Property Tribes , 2016), these legislative changes will affect these individuals. The impact this could potentially have on the market is that more landlords could be seeking to sell their properties due to the profits they make being reduced, this having a knock-on effect to tenants unable to rent these properties and additionally letting agents losing clients and turnover. Also, the costs that the agents currently charging renters will need to be shifted to the landlord to cover the loss in revenue. However, there could be potential advantages to these legislative changes as this could encourage more people to apply for rental properties without the additional costs causing a higher demand in letting properties. It could also enable rouge landlords and letting agents to be filtered out, leaving the compliant and trustworthy agents. Again, this could mean a shift in revenue when the compliant agents take over management services for additional clients, from one agent to another.  

2. [bookmark: _Toc498897218]Research Aim 
The aim of this dissertation will be to determine which area of the housing market will be mainly affected by legislation changes. 

3. [bookmark: _Toc498897219]Research Objectives 
In order the achieve the aim outlined above, the following objectives will be focused on. 
3.1	To analyse the implication of tax changes for residential landlords.  
3.2	To evaluate the impact that Rent Smart Wales has on current and potential landlords. 
3.3	To determine the outcome of banning tenant fees and how this impacts tenants, landlord and letting agents. 
3.4	The focus of the research will be based on the government as the laws and legislations are set out by the government which then influences different aspects of the industry. The research will focus on the reasons why the decisions have been made by reading draft and final law bills, as well as obtaining current information from articles, websites, journals, and interviews. 
3.5	Using the ‘Research onion’ shown below, there will be various types of methods use to obtain the relevant information for the analysis. 
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3.6	The research conducted will consist of both qualitative and quantitative data. The qualitative research that will be used is statistics of the rental markets, tenant levels, landlord levels and statistics from letting agencies. This information will be available online and through marketing websites such as Zoopla and Rightmove. Alternatively, due to the legislation in discussion being recent, quantitative data such as surveys, discussion groups and interviews will be conducted. Graphs, charts, and tables will be used to combine this information provided to gain an overview of opinions and data. 
3.7	The interviews conducted will be from various sources such as Letting agent managers and employees, current landlords, current tenants, potential landlords, potential tenants, tax advisors and mortgage advisors. This information will provide a psychological opinion on the legislations brought into place by the government and how induvial are likely to react. For example, to analyse whether a new buyer of a property would be likely to let out their property over the next 6 months due to the tax legislations that have come into place and the reasons why. 
[bookmark: _Toc498897220]4.	Risks, limitations, and Ethics

4.1	However, there are risks to carrying out these types of research methods such as surveys and interviews, the main risk being bias.  For example, landlord and tenants, and letting agents will be likely to give information based on their personal circumstances. If 100 landlords were surveyed and 50 tenants, this does not give a true sample.
4.2	This research will focus on the effect this will have on the rental industry over the next 4-5 years, limitations,	 and ethical concerns. The dissertation will not analyse any factors outside the remit of the three points made. 
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