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                  ver the past decade Purpose Built Student Accommodation (PBSA) has 
                  really taken off as an investment opportunity. Previously the main driver of 
                  the student accommodation investment market has been HMO conversions 
from traditional housing stock. However, it has become apparent that this housing 
does not match the expectations of students today and is seen to take away
housing stock that is more suited for the family market.

Furthermore, as a packaged, hands-off investment opportunity the popularity for PBSA 
as an investment has exponentially increased as well. A mixture of factors that will be 
explained later has driven the demand for this kind of alternative investment, especially 
in the wake of the economic crash of 2007 with savvy investors looking for a more 
recession-proof alternative to the traditional buy-to-let investment.
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                he main reason why the student accommodation market is booming in the UK is of
                course the rich heritage and high density of Universities that the UK has. There are 
                currently 162 higher academ institutions within the UK with 2.32 million students 
actively enrolled, an increase of nearly 100% since 1992.
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Student numbers have almost doubled since 1992.

Young people aged 18-24 in full time education, seasonally adjusted, UK, March to May 1992 to 
March to July 2016 

The university sector as a whole contributes £21.5 billion to the UK economy and 
directly supports 940,000 jobs. These universities employ 4.1% of the world’s 
researchers who produce 15.2% of the world most highly cited academic articles. It 
conveys how the UK not only has a very strong university sector (academic productivity 
is 3.6 times the global average) but that the quality of the UK’s institutions is very high 
as well. This means the UK not only retains the vast majority of domestic academic 
talent but also attracts some of the highest rates of international students globally, 
especially from countries like USA, China and India but also from the EU. 

Undergraduate

Postgraduate

Full time

Part time

Students from the UK

Students from the EU

Students from non-EU countries

1.76 million

551,585

1.80 million

518,930

1.87 million

134,835

307,540

UK Student numbers 2016-2017. Source: www.universitiesuk.ac.uk



PURPOSE BUILT
STUDENT 
ACCOMMODATION

3

W                         hilst Purpose Built Student Accommodation has been around for years, 
                         its has exploded over the past decade. Traditionally universities provided 
                         hall of residence that dominated the PBSA market meaning there was 
very little activity within the private sector. Students would generally stay in these halls 
of residence in their first year of study and then move into the wider area around the
university and rent privately.

However, over the past decade there has been a massive increase in private owned 
PBSA developments driven by changing student demand for a higher quality of living 
accommodation, the general stock of existing student accommodation being of low 
quality, the inability of academic institutions to fulfil localised student demand, the 
desire by government to house students in specialist accommodation and the 
attractive nature of PBSA developments to retail and institutional investors. The PBSA 
market will hit a worth of £50 billion by 2019 with no sign of slowing down in the 
short-to-medium term.

Back in 2013 the government announced that tuition fees would no longer be 
subsidised, raising the minimum threshold for domestic students to around £9,000 per 
year. Whilst there has been a slight decline in student numbers last year (2% down on 
the previous year) the number of international students coming to the UK has increased 
and is expected to double over the next 10 years. Whilst this decrease could be 
attributed to rising tuition fees putting off domestic students, if broadly falls in line with 
UK demographics and the number of 18-year olds within the country is less than the
previous year.

Furthermore, when you also consider that PBSA is especially popular with foreign 
students who see the safety and security of living in a managed PBSA development and 
the opportunity to stay with like minded individuals from similar backgrounds as a major 
pull means that the sector’s strength will continue to increase over the next decade.
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KEY BENEFITS
OF INVESTING
IN PBSA

Fixed tenancy terms

The fact that the student accommodation 
market falls in line with the academic 
year means typically there will be 
tenancy agreements ranging from 42-52
weeks. When the contract term is 42 
weeks, generally there will be an 
opportunity to let the units out to 
summer students who study short term 
courses so there is still scope for a 
good rental income over this period.

High tenancy rates

The tenancy rates for student accommodation 
generally outperform the buy-to-let market. 
Localised demand driven by student numbers 
and a national lack of quality PBSA has driven 
these occupancy rates which are commonly 
above 97%. 

Secure tenancy

As student generally do not earn enough 
to pay for accommodation whilst
studying their accommodation is paid 
either by student loans or by family. 
Students also have to sign a guarantor 
form whereby if they default on payment 
their guarantor will step in. As it has to 
be a UK based guarantor, the families 
of international student often pay for
the entire tenancy term upfront or use 
specialist companies to guarantee 
payment giving much higher security 
than the wider residential and 
commercial property market.

Higher rental yields

The rental yields generated by PBSA are 
much higher than the standard housing 
market. Smaller unit sizes coupled with 
more facilities drive this high yield
meaning student accommodation is 
generally seen as an income driven 
investment opportunity.

Guaranteed rental 
yields

As there are high and stable tenancy 
figures within the student sector, 
guaranteed rental yields are common
place within the market. This is good 
for investors as the first few years of a 
development being launched is when 
slightly lower tenancy rates are more
 likely so even if your unit is not 
tenanted you will still receive an
income.
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No stamp duty

As PBSA is classed as commercial 
property, there is no stamp duty on
purchases within the sector. This is 
especially attractive when considering 
the 3% surcharge now in place for buy-to-
let investors.

Lower entry level
investment

The size of PBSA units mean that they 
are generally a lower entry level when 
compared to buying within the buy-to-let 
market. This has been attractive
to investors with a smaller budget and to 
those who do not wish to leverage with 
high mortgage repayments.

Backing from local and
national government

Government policy has been encouraging
the creation of PBSA developments. Not 
only is it seen to be better for social 
cohesion to house students in specialist 
accommodation, but it also frees up

Increasing demand

The changing demands of students 
means that many want to live in PBSA 
accommodation. The communal facilities 
and social environment that you get by 
living in such a development means they 
are vastly popular among students who 
want a higher standard of accommodation.

Massive undersupply
nationally

There is still massive scope for fulfilling 
demand for student accommodation. 
The undersupply that has arisen from 
increasing student numbers is 
compounded by restriction of HMOs and 
changing student preference for housing.

housing stock that could be better used 
for family homes. Many local councils 
have taken this one step further by issuing
Article 4 (1) which limits the number of 
houses within certain areas that can be 
converted to HMOs for students.

Robust investment

During the last recession student 
numbers rose throughout the UK. As
the returns are dictated more by student 
numbers than the local property market 
it has been a popular investment option 
when there is uncertainty within the wider 
property market. In fact, PBSA has been 
the best performing property asset class 
for the past 7 yearsin a row.

Fully managed 
investment model

As the majority of PBSA investments are 
fully managed, investors do not have to 
spend time managing the property and 

looking for tenants. Investors are therefore 
not restrained by localities close to their 
home and can chose the best locations 
to invest into. The fact it is fully 
managed also mitigates a lot of the risk 
normally associated with HMO student 
housing as onsite staff can make sure 
rooms do not get mistreated by their 
tenants leading to less on-going costs 
to the investor.

Off-plan capital
appreciation

As the majority of opportunities are sold 
off plan meaning there is an opportunity 
to purchase the unit below market value 
leading to capital appreciation when 
reselling the unit, but also keeps the 
yields high.
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POINTS TO
CONSIDER WHEN
INVESTING IN 
PBSA

Cash Investment

As student accommodation is classified 
within commercial property it is
extremely hard to get finance on these 
projects albeit a few specialist lenders 
who focus on commercial loans. Whilst 
this may seem like a drawback initially, it 
does mean that investors into PBSA are 
generally not tied down to large mortgage 
repayments and directly see the majority 
of their returns. When also considering 
the changes to mortgage interest tax 
relief, the attractiveness of investing in 
buy-to-let through financing has 
decreased meaning more investors seen 
the benefits of a cash orientated 
investment like PBSA. Furthermore, with
interest rates at historic lows currently, 
moving forward interest rates will 
increase dramatically alongside the Bank 
of England base rate.

Capital Appreciation

The value of PBSA accommodation is 
driven more strongly through the rental 
yields it produces rather than local land 

value increases when compared to the
BTL market. The benefit of this is the 
value of this accommodation is not as 
adversely affected than the wider 
market in a downturn. It does however 
mean that in a very buoyant market the 
likelihood of PBSA achieving the same 
capital appreciation as the wider
residential market is low unless rental 
yields increase at the same pace.

Resale

As PBSA are specialist investment 
properties, when it comes to reselling 
a unit the pool of potential buyers is 
lower than say if you were selling a 
student HMO property. The people 
generally purchasing this kind of 
property will be like minded investors 
or the students themselves. This is why 
it is imperative to choose a PBSA 
development that has the potential to 
generate good returns on a long-term 
scale as this will make it an attractive
prospect for future investors looking 
for high returns in a completed project 
with a good track record.
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Location

The strongest factor in determining all 
different types of property values is of
course location. PBSA is no different. 
However, unlike the wider residential 
market the most important factor for 
PBSA value and rental yields is 
proximity to the university itself. The
closer it is to the university the more 
students will be willing to pay higher 
prices to live there. Furthermore, making 
sure there is not saturation within the 
market is very important as well.

Lower entry level
investment

There has been a lot of uncertainty within 
the UK University system as to what
Brexit will mean moving forward. 
Whereas there have been a few concerns 
that student numbers will drop 
dramatically the likelihood of this moving 
forward is highly unlikely for the following 
reasons. Firstly, domestic students still 
make up the vast majority of students
studying within the UK. The main threat 
to these numbers has been the increase 
in tuition fees which has had a marginal 
effect on student numbers with the slight 
decrease in applications being attributed 
to demographic changes. Secondly, EU 

student’s make-up slightly over 30% of 
international students coming to the UK. 
The vast majority of international 
students come from countries where 
visa entries to the UK will not be effect 
by changes Brexit will bring. Thirdly, even 
though there has been a strong rhetoric 
within the UK around controlling 
immigration levels, students are not a 
demographic that the government wants 
to decrease. The amount of money that 
international students spend within the 
UK university system and the wider 
economy is worth in the region of £25 
billion per year. When you also consider 
that the government is also looking to e
ncourage higher high skilled immigration 
to the country, retaining students who 
come to study within the UK is very high 
on the agenda.

reputation. If the number of students 
within the UK was to dramatically 
decline (even though this is unlikely)
the Russell Group universities would not 
be affected in the same way as students 
would always firstly choose to go to
 these institutions first. Furthermore, they 
could always lower their UCAS entry 
requirements as well to attract students 
who would previously not have been able 
to qualify for entry. That being said, there 
are plenty of non-Russell Group 
universities whose rankings have soared 
over the past decade and now attract 
some of the world’s top academic talent. 
Moreover, there is varied localised 
demand across the country and some 
PBSA that serves less well-known 
academic institutions can still capitalise 
on this and generate a very good ROI.

Catchment for which
university

It is imperative that before investing 
into PBSA you do research into what 
academic institutions the 
accommodation serves. Being close to 
a Russell Group university is always 
preferable as these are the traditional 
academic powerhouses of the UK. This 
is important as more marginal or newer 
academic institutions not only lack
quite the same economic backing but 
also do not have the same global

As it stands, PBSA is a highly popular investment product and will continue to be a 
major player within the UK property market moving forward. Offering higher returns 
with a smaller budget than the general BTL market retail and institutional investors 
will continue to invest heavily within this asset class. 


