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Would you agree that first-time buyers are 
the primary target for SME housebuilders 
and if so, why?

02

How much importance do you place on 
market research and understanding the 
target audience for sales? How should this 
impact the developers planning and design 
works? 

First time buyers are a ‘golden customer’ for 
many developers as they are the fastest 
growing home-buying demographic, and 
obviously are also proceedable with no chain.

Nearly 5 million households in England and Wales are in private 
rented accommodation, and two fifths of renters aspire to own their 
own home in the next two years, meaning that the entry level of the 
market provides significant opportunity for developers, particularly 
as the current Help To Buy scheme will be extended until 2023.  

Further support for this sector is found in the number of mainstream 
mortgage lenders who o�er low deposit mortgages for first time 
buyers, for example 5% deposit mortgages are now commonly 
available and competitively priced, together with the more specialist 
breed of ‘family springboard’ products which allow parents and 
other family members to assist in the purchase without having to gift 
a deposit.  The currently benign lending climate, together with the 
Stamp Duty and Land Tax exemptions available for first time buyers 
are also key factors.  However, a�ordability constraints in terms of 
levels of borrowing are an issue for many first-time buyers, therefore 
realistic GDVs and unit pricing are essential for projects targeting this 
sector.

We always advise housebuilder partners seeking our 100% funding 
o�ering to study the locality of a planned development thoroughly 
before drawing up plans. 

Identifying competitive sites – either under construction or currently 
in planning – reviewing the current local housing stock and 
identifying a shortage of a particular property type, plus 
understanding price sensitivity in relation to the income of the target 
demographic are all cornerstones of a profitable strategy.  

It’s also essential that schemes aimed at first time buyers qualify for 
Help To Buy.  This is particularly relevant now that a�ordability caps 
will be introduced from 2021, meaning that developers who are yet 
to break ground need to incorporate relevant pricing into their 
strategy to ensure their anticipated GDV stacks up.

Buyers at all levels are now far more sophisticated in both their 
research and decision-making processes. As a result, it’s not enough 
to presume what your target audience may want and commence a 
multi-million-pound project based on speculation. A detailed 
understanding of your target demographic should imbue every 
point of a project, from site acquisition, unit layout and design, 
specification and finish, through to sales and marketing strategy.  
Every touchpoint should be focused on who will be buying the 
product. 
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In a competitive sales market, should 
developers look to di�erentiate the design of 
their schemes in any way (perhaps through 
product selection or product innovation) to 
stand out? Do you have any good working 
examples of this?

It’s dangerous to assume that just because we have a housing 
shortage, first time buyers aren’t selective.  42% of prospective buyers 
consider eco-credentials as one of their top priorities when deciding 
on a home.   This creates a significant opportunity for developers, as 
modern construction standards ensure that new build homes are far 
more energy e�cient, meaning that they are cheaper to run and 
maintain, but also reduce the carbon footprint of the property.   

By carefully considering a scheme’s ‘green credentials’, developers 
can give themselves a valuable competitive edge at the point of exit. 

We encourage our JV partners to incorporate other elements, such as 
electric vehicle charging points and ‘smart home’ technology, 
alongside the considered details of quality wood or stone floors, 
chrome fixtures and fittings, quality hardware and branded white 
goods in specifications wherever possible.  These are all ways in 
which a developer can create an essential point of di�erence for their 
product and are essential when prospective buyers are comparing 
schemes which are marketed at the same price point.  

Our experience shows us that enhanced specification helps to ensure 
a timely exit from a development, which assists the stakeholders in 
realising optimum profit levels.
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At the early stages of a project, how does 
Help To Buy influence decision making and 
does Help to Buy impact your projects?

We would always suggest that Help To Buy should be one of the main 
factors of a scheme aimed at first time buyers, and it’s one of our key 
decision making criteria for such projects.  

The numbers speak for themselves; Help To Buy has supported 36% 
of new build home sales in England since 2013, with 81% of those units 
being sold to first time buyers.  Indeed, 58% of first time buyers cite 
Help to Buy eligibility as a key criteria when selecting a home.

It’s critical not to overlook such a fundamental consideration, which is 
why we build this into our underwriting model and would encourage 
developers to incorporate it into their GDV forecasts for any schemes 
aimed at entry level.  

It’s all about thinking in reverse, and focusing on how you’re going to 
exit; who is going to buy the units you want to build and how will they 
a�ord to purchase them?  This fundamentally determines what, 
where and how you build.  It sounds so obvious, doesn’t it? Yet so 
many developers overlook such a common-sense approach and 
then, as a result, struggle to successfully exit their project in a timely 
and profitable fashion. 
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What other steps do you advise developers 
take at pre-commencement stage to protect 
their project’s profit margin/GDV?

The essential step at pre-commencement stage must be how the 
project will be funded. It’s well documented that SME developers find 
securing funding a challenge. Even if a loan is agreed, sometimes 
di�culties with lending policies arise or timings for release of funds 
are delayed - a housebuilder’s number one enemy.  

What’s more, developers often have profits embedded in work in 
progress, so cashflow strain and servicing pain can hit hard. 

Therefore, securing a flexible and supportive funding partner who is 
able to not only understand the complexity of cashflow 
management, but who can also provide specialist expertise in terms 
of accounting (especially managing VAT) planning legislation, sales 
and marketing strategy, is key.  

We would always recommend that any developer produces three 
separate exit pricing models for their scheme; optimum, normal and 
‘haircut’.  If the site is profitable on the ‘haircut’ model, e.g. in a 
downturn, should unit values rise due to a more positive environment, 
then clearly the resulting upside is that margins are increased. 



Go Develop provide 100% joint venture 
funding for professional housebuilders and 
developers.  

Everything is covered including land, build, 
stamp duty and project costs without a penny 
in from the developer and without fees or 
deductions. Once the project is sold, the 
developer receives the lion’s share of the 
profits. 

Currently 1,100 units are under development 
nationwide in partnership with Go Develop. 
Email joinus@go-develop.co.uk for more 
information.
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