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How does the 2021 budget impact property
investors and developers?
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Chancellor Rishi Sunak delivered the 2021 Budget on 3 March 2021. Whilst the majority of the speech
detailed the recovery and rebuilding of the economy following the pandemic, the Chancellor also
revealed the country is in the worst recession in 300 years. However, it is predicted that the economy
will bounce back by mid-2022.

Housing updates

The 95% mortgage is back with a new government-backed mortgage guarantee scheme. Eligible first
time buyers and home movers will be able to secure a 95% mortgage on either new-build or existing
properties valued at £600k or less. The scheme is being launched as a response to the Covid

pandemic and in a s bid to turn generation rent into generation buy. The scheme will run from April

2021 to December 2022. Many of the nation’s biggest lenders have already backed this scheme.

Stamp duty extension

The stamp duty holiday has been extended until 30 June 2021 and will be tapered until the end of
September to avoid a completion trapAll buyers purchasing a home under £250,000 will not pay a

penny in stamp duty up until 30 September 2021.

This extension is great news for property investors who can take advantage of the tax savings many
have enjoyed with the stamp duty holiday thus far. By purchasing property now and completing
before the end of June, investors and developers can save themselves some money before the

threshold changes.
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e July 2021 - stamp duty threshold decreases from £500,000 to £250,000 on residential
properties
e October 2021 - stamp duty threshold decreases from £250,000 to £125,000

Tax updates

Income tax thresholds have been frozen this year. This is promising for those investing in commercial

property with a SSAS or SIPP as there is no change to the lifetime pension pot allowance.

The government also released a super tax deduction to encourage businesses to reinvest their cash
back into their business. Businesses will be able to claim back 130% on qualifying plant and
machinery investments. There will also be a 50% first-year allowance for qualifying special rate

assets.

Capital Gains Tax remains the same

The most important announcement for property investors and developers from the 2021 Budget was
the lack of CGT increase. The media widely speculated that CGT would be increased in response to
the government’s heavy spending due to COVID-19. There is no CGT surge this year and annual

exemptions are frozen until 2026.

Corporation Tax increased

Corporation tax will be particularly interesting for those (both individuals and companies) who have
incorporated their property portfolios into limited companies. The Chancellor announced a
corporation tax increase to 25% as of April 2023. Companies turning over less than £50,000 in profit
will remain paying the 19% rate. As of 2023 corporation tax rates will taper between £50,000 and
£250,000. The maximum rate of 25% will only apply to businesses making over £250,000 after April
2023.

For the entrepreneurial investor, the rise in corporation tax will affect them.

Tax considerations for property investors and developers
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With this in mind, it has been suggested that investors and developers may consider adding to their
portfolios throughout 2021 and 2022 before the rate rises in April 2023.

This blog is for general information only and does not constitute advice nor a recommendation
relating to the acquisition or disposal of investments. Tax treatment depends on individual
circumstances and is subject to change. You are advised to obtain appropriate tax or investment
advice where necessary. TAB is not authorised by the Financial Conduct Authority. Investments
through TAB are not regulated and you will have no access to the Financial Services Compensation
Scheme (FSCS) or the Financial Ombudsman Service (FOS).
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Capital is at risk. Property values can go down as well as up. Borrowers may default and
investments may not perform as expected. Interest and income are not guaranteed. Returns
may vary. You should not invest more than you can afford to lose. TAB is not authorised by
the Financial Conduct Authority. Investments are not regulated and you will have no access to
the Financial Services Compensation Scheme (FSCS) or the Financial Ombudsman Service
(FOS). Past performance and forecasts are not reliable indicators of future results and should
not be relied on. Forecasts are based on TAB's own internal calculations and opinions and
may change. Investments are illiquid. Once invested, you are committed for the full term. Tax

treatment depends on individual circumstances and may change.

You are advised to obtain appropriate tax or investment advice where necessary. Understand

more about the key risks here.
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