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13 COSTLIEST MISTAKES

SO, WHY DID WE WRITE THIS REPORT?

O

ver the years, we have
made great property
investment decisions as well

as a number of not-so-great ones...
AKA ‘mistakes’! From the outset of
our investment journey in 2001 and
during our time in more recent years
as property mentors, we have also
witnessed people doing all sorts of
weird and crazy things with their
investment properties. We felt it was
therefore about time to share what
we’d learned from all of this in our

1. INVESTING WITH THE WRONG MINDSET

latest Special Report to save you

From the outset, if you are what we

making the same ones!

call ‘in the wrong space’ to invest in
property, the consequences could

Here are the 13 Costliest Mistakes we

be disastrous. More specifically,

have come across in our property

having a needy mindset will definitely

career to date. We hope they make

affect your decisions, which could

you aware of some of the biggest

obviously be detrimental to your

pitfalls in this industry, how to avoid

investment career. If the only

them and that they will provide food

driving force you have is money,

for thought whilst you’re progressing

you’ll almost definitely run out of

along your journey.

steam when any obstacles come
your way. If your heart is not ‘in it’
from the beginning and your only
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goal is to obtain a financial reward

have a specific goal in mind (which

through property, we would urge

is often hidden from view until you

you to think carefully before taking

do some serious soul-searching!) and

the plunge. Being passionate and

you ensure that you are investing for

having genuine focus will stand you

the right reasons, this combination

in great stead when the going gets

will produce the best end result.

tough, which you will undeniably

Hazel’s book ‘Why Property Works’,

experience at some stage. We call

covers this point in great detail, as

this the ‘Why’ factor. When you

well as much, much more.
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2. MAKING THE WRONG
INVESTMENT DECISIONS
Only you know what you want to
achieve through your property
investment endeavours, so don’t get
side tracked by other opportunities.
We have come across many
people who have bought properties
in totally unsuitable locations or
have come across the latest ‘shiny
object’ approach to investing and
wasted a lot of time, effort and
precious resources going down
the wrong path for them. Ensure
that every investment decision
you make fits you personally and

that someone else knows better

your original strategy in order to

than you is dangerous. We ourselves

achieve the goals you’ve set out at

were caught out in the early days

the beginning. Always keep your

by people we thought knew more

end goal in mind when evaluating

than us. We trusted their judgement

any property deal. Will it enhance

to diversify and go off the track we

your portfolio and get you to your

were on to invest in deals which

desired goal? If a deal doesn’t fit

looked great on paper, but in reality

your strategy, move on to the next

didn’t really work for us at all! The

one without wasting any more time.

result was a lot of stress, a feeling of
‘loss of control’ as well as time and
money spent recouping what we’d

3.TAKING OTHER PEOPLES’

lost. When considering any deal you

‘WORD FOR IT’

are offered by someone else, you

This seems to happen all too often.

must analyse carefully what’s in it for

Being caught in the trap of thinking

them and for you? Many so called
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have bought a property without
seeing it, without doing any due
diligence and who have just taken
someone else’s word that it is a
good deal. The phrase for this is
‘buying blind’ and to us, is completely
mindboggling; you are just asking for
trouble! Due diligence and research
are vitally important to your property
deals work very well for the sourcer/

success. They are the cornerstone,

agent/broker, but do they actually

the foundation in fact, from which you

work for you after all costs have been

build your business. To ignore or skim

taken into account? The ultimate

over this aspect of investing means

question is ‘does it work for me?’

that you only have yourself to blame if

Always scrutinise any deal you are

things go wrong. The solution is to get

offered yourself and don’t just take

yourself properly educated on how to

someone else’s word for it. At the

run due diligence and research deals

end of the day, the property will be in

properly. Only you can make the

your portfolio, not theirs. You’ll have

decision whether a property is right for

to ensure it fits your purpose.

you, your strategy and end goal. No
matter who introduces a deal to you,
always do your own due diligence to

4. NOT ENOUGH DUE

ensure all the information is correct

DILIGENCE OR RESEARCH

and that everything ‘stacks up’. When

This point is very relevant to what
we’ve just mentioned. Unfortunately,
the lack of understanding around this
subject results in serious monetary loses
and sleepless nights. For example,
never, ever buy a property without
seeing it!! We’ve met people who
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working with clients, we always say,

actual Return on Cash Invested (i.e.

‘never just take our word for it, you

as if you had a chunk of money

have to know whether it’s a good deal

sitting in the bank and knew what the

yourself!’ We only consider we’ve

interest rate was). Another interesting

been good at what we do when

factor to consider is Return On Time

someone can truly say that they know

Invested (ROTI), as this can vary

what they’re doing!

greatly between different investment
opportunities. Have you worked out
how much you are worth per hour

5. NOT KNOWING THE NUMBERS

and whether you are achieving

A crucial part of investing is knowing

this amount on each deal you do?

the numbers. When speaking at

How much of your time is employed

various property networking events

productively and how much is

around the country, we often ask

wasted...? Important analysis is

people in the audience how many

needed here to see where your time

know the difference between

is best placed.

Yield and a True Rate of Return, for
example. We are always staggered

6. COST OF BORROWING

that only a fraction of the people

Numerous people start off their

in attendance actually know,

investing career either by pulling

can explain and can work out the

money out of their own homes or

difference! Without mastering these,

borrowing it from another source to

how will you ever know whether an
investment works for your strategy
or not? Most people base their
investment decisions on the annual
yield from a property, however we’ve
found that very few understand and
use the True Rate of Return (TRR). The
TRR is definitely a more important
figure in real terms, as it shows the

www.whypropertyworks.co.uk
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bolster their ability to purchase. This

a deal, not just the mortgage you will

is then used as a deposit together

raise on the property.

with a Buy-To-Let (BTL) mortgage
to purchase their first investment.
However, this initial borrowed money
is often overlooked when working

7. TAKING THE DIY APPROACH

out the figures, but obviously has

This is an interesting dilemma for

an impact on the profit element.

many novice investors and needs to

When running through examples

be looked at it in some detail. This

with people, they have often totally

point throws up two questions. Should

omitted to take into account the

you invest in your education or just

cost of borrowing at the start, leaving

start out with very little knowledge

them in a worse-off position than

and your best foot forward? And do

they had originally anticipated. You

you need to do everything yourself

therefore need to take all borrowed

or could you bring in people to help

money into account when evaluating

you in a more effective, efficient
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and easier way? Only you know

family, friends and other people. The

how much time and effort you need

question really is, why did they buy

to put in to be ready and prepared

that particular property/ies? Was it to

to start investing. We have found

impress their family and friends or does

the DIY approach can be slow and

it actually fit their end goal? When

frustrating and produce only minimal

someone ‘shouts’ about what they do,

results. If you are after a quicker

they may not have cottoned on to the

and better outcome, investing in the

idea of whether they’ve actually been

right education and finding the best

making the right decisions. Maybe

team to support and help you can

saying you own a property in a leafy

springboard you forward years and

suburb sounds better than an ex-local

guide you to avoid the many pitfalls

authority estate, for example, but does

and hurdles along the way. Just to

the property truly fit your strategy?

put it a different way (as Dennis loves

Would the money work harder and

cars!) how many people would be

give you a better return in a different

able to strip an engine just by reading

location? Many people seem to think

a manual? When dealing with

the number of properties is the most

property, you’re talking about tens, if

important thing, but in our minds, Cash

not hundreds of thousands of pounds

Flow is King! There are so many factors

and DIY mistakes can be very costly!

to take into consideration that the best
thing is to be honest with yourself, take
a long, hard look at what you want to
achieve and set off in direction that

8. VANITY INVESTING

will best serve your purpose.

Vanity investing is a very interesting
topic and can be pretty controversial.
There are some people who like to
boast about the number of properties
they own or perhaps the locations
in which they’ve bought them. Their
reason for doing this often is to impress

www.whypropertyworks.co.uk
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put the hours in to learn the craft and
know what’s involved.

10. NOT HAVING THE CORRECT
SYSTEMS IN PLACE
As you start to realise that this is
a business, you’ll hopefully also
9. NOT THINKING OF PROPERTY

understand the benefits of having

INVESTMENT AS A BUSINESS

certain systems in place. Property, as

Property investment is often looked

you may already be aware, breeds

at as a side line to what a person

paperwork! If (like we used to do!)

does for a living; however, to all

you start off with piles of paperwork

intents and purposes, it’s a business.

desperately crying out for some sort of

Even though you might not want to

order, you could end up missing vital

commit all your time to property,

deadlines or delaying the progress

you still need to understand that

on a certain element of a property

ultimately it is a business with income

transaction, if not a lot worse...

and expenses. Many novices don’t

Keeping track of your property affairs,

keep track of all expenses incurred

such as offers made, sales particulars,

and income received and therefore

estate agent contacts, rents

the profit/loss made per annum. This
can be a costly exercise if the Inland
Revenue catches up with you at
any point and your accounts are
not in order. If you think that buying
a house and renting it out or selling
it for profit is a simple exercise, you
are very much mistaken. As with any
other business activity, you’ll have to
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received, expenses incurred, start and

if we can make a deal work on the

end dates of tenancy agreements,

worst case scenario, then if a deal

Gas Safety Certificates, etc, to name

works out actually much better, then

but a few, will ultimately make your

that’s a real bonus. We do this by

life easier. It is when you come to

underestimating end values we might

do your tax return or need some

achieve and overestimating budgets

information quickly to hand that this

needed for refurbishment, etc. This

all comes into its own. These systems

comes with experience, of course,

can easily be overlooked, but from

although research will go a long way

our own experience, starting them

to ensure you have the right numbers

at the beginning is a whole lot easier

to hand. It goes without saying that

than at a later stage!

knowing the correct figures is crucial
to evaluating any property deal,
as this could alter the end result
significantly. There are various ways

11. UNDERESTIMATING COSTS AND

to ensure the right figures are to hand

OVERESTIMATING VALUES

and it’s very worthwhile spending

Is it easy to look at a property deal

some time and effort on. Always take

with rose-coloured glasses on and

a contingency into account and if it’s

be optimistic about what you’ll

not needed, that’s a bonus.

end up with. After all, we see this
happen repeatedly on various
property TV programmes where
people have been very ‘gung ho’ in
their attitude to property investment
or development. On the flip side
of this, whilst we are typically very
positive people, we like to look at
the downside of any investment
we make. Not because we are
miserable investors(!), just because

www.whypropertyworks.co.uk

11

13 COSTLIEST MISTAKES

to be on the case to start the letting
process ASAP. Arrange with the
tenants who are leaving to have
access to the property for you and
your letting agent to do viewings with
other prospective tenants. Incentivise
them to keep the place clean and
tidy by mentioning that you are
happy to give their deposit back in
full if the property is re-let easily and
12. THE DREADED VOID!

immediately after they have vacated

A ‘void’ is the term given to a period

(as long as the property is in good

of time when your property is left

order when you do a final inspection,

empty, normally due to a tenant

of course!) By being ‘on the case’

vacating the property at the end of a

and ensuring your property is let

tenancy. When renting out property,

as much as you can, you will gain

you need to be aware that tenancies

from the cash flow you are making

do come to an end; that’s life. Voids,

and avoid the expenses you would

however, are a drain on your business

otherwise incur as a result of having

and will seriously affect your profits

an empty property.

at the end of the year if you don’t
take action to prevent them. Without
immediate action, your delay may
result in a void period and therefore

13. NOT DEALING WITH BAD

no rent coming in. In order to avoid

TENANTS SOON ENOUGH

this, keep your property in the best

Last but not least, this is certainly

condition you can and your tenants

one of the costliest mistakes we see

as happy as possible so that they

people make. When a tenant ‘goes

stay for the maximum duration. If

bad’ (for want of a better phrase -

the time comes that your tenants

think of a barrel of apples!), i.e. misses

give you notice to leave, you need

a rent payment/s, starts to mistreat
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your property in some way, avoids

IN CONCLUSION...

contact with you, etc, you need to

Well, we certainly hope you’ve

take action straight away. There

gained some valuable insights into

may be a legitimate reason for the

the wonderful world of property. Our

above happening, but you need to

intention is one of making a point to

establish contact and find out what

really learn this business and know

is going on. In the case of a missed

what you’re getting into. The risks

rent payment, you need to discover

are there, certainly, but with careful

the cause. It could just be a bank

planning, sound guidance and a good

error, which can be rectified easily,

understanding of the twists and turns this

or it could be the sign of something

journey can take you on, you can learn

more onerous. You need to have a

how to mitigate them as best you can,

system with processes in place to deal

turn a decent profit and gain what you

with a non-paying, non-co-operative

had hoped from your adventure.

tenant in order to gain possession
of the property at the earliest

For further help and support, feel

opportunity to minimise the impact of

free to contact us directly at

their actions. All too often, we have

enquiries@whypropertyworks.co.uk

heard of people taking a sympathetic

or 01303 766455.

viewpoint on a tenant’s situation
only to end up wasting months of

To your continued success in your

time and losing a small fortune in the

property endeavours.

process. By all means, if a tenant
is experiencing financial or other
difficulties, do your best to help in the

Dennis and Hazel de Kloe

capacity of being their landlord, but
please, not to the detriment of your
business. After all, it’s not as if you
can turn around to your mortgage
company and ask not to pay the
mortgage that month...!
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MORE ABOUT US...

“

Hi, my name is Hazel de Kloe
and I absolutely LOVE property!
Let me tell you why…”

Thanks for taking the time to read
this report. I appreciate just how
precious a resource time is. I have
spent well over a decade learning
about and taking action on building
my property portfolio and it’s been
an incredible journey. Understanding
what it takes to be successful in
this business, it is my mission to help
you save your valuable resources
and make your property journey as
enjoyable as possible.
I became excited about property
whilst in my career as a professionally
trained classical musician and
music teacher. Our first investment
purchase back in 2001 was made

and started to embark on educating

using my partner’s student loan and

ourselves as much as we could about

raising a mortgage on my salary; it

property investment. During the

cash flowed at £250 per month! At

course of time, we have bought, sold

this point, we had ‘caught the bug’

and held properties under a range
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of strategies, including Buy-to-Let,

services within the property business

Buy-to-Sell, HMO’s (Houses of Multiple

to help facilitate the practicalities of

Occupation), overseas investing and

building your portfolio.

land development. We buy property
below market value and have used

Having been able to build the lifestyle

creative finance and Joint Venture

of choice for myself with a secure

finance to fund deals along the way.

financial footing, I love nothing

The net result of this now means that

more than to help others’ achieve

we are financially independent and

the same. Seeing the ‘light bulb

can choose how and where we

moment’ happen when a person

spend our time.

truly understands more clearly than
ever why they want to invest as well

It was in 2007 when I was approached

as being able to give them the right

by one of the world’s largest wealth-

tools to make it happen is what really

education organizations to become

inspires me to do what I do!

a mentor to their clients. This I did for
4 years whilst having the opportunity

With Why Property Works, my intention

to work with some amazing people.

is for you to be able to pick up the

During this time, I developed my own

phone and speak to a real person

‘take on things’ and that’s when I

who cares, not just a faceless sales

made the decision to start up my

organisation. You don’t have to ‘go

own business as a property mentor

it alone’, think of us as your ‘Property

and coach. Since then, my remit has

Investment Buddy Team’ and you’ll

been to only work with people I knew

have it just right!

I could help and this basis has led to
very happy client relationships.
I founded Why Property Works in 2011
and we are now an expanding team
dedicated to working with a select
group of clients. We cover a range of

www.whypropertyworks.co.uk
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“

Hi, my name is Dennis de Kloe
and I absolutely LOVE numbers.
Let me tell you why…”

I started investing in property during
2001, although together with Hazel,
we purchased our first property way
back in 1994. Always thinking out of
the box, both our first home and first
investment property were bought
using each other’s student loans as
deposits! We quickly realised the
power of leverage when our flat
doubled in value in 5 years, but we
had only put in 5% of the original
purchase price. So controlling a large
asset with minimal money invested
gives very healthy returns on a cash
on cash basis.

Having worked in the Financial Services
industry since 2007, I now have an

Whilst starting our investment journey

alternative view of investing related to

and education, I noticed that some

property. After passing my CeMAP and

people would buy properties without

CeFA exams, I soon realised I didn’t

doing any due diligence and only

align with selling ISAs and pensions. I

taking someone else’s word for it. This

loved the idea of helping clients with

took me back to being a croupier in

their finances, but couldn’t get excited

London’s busiest casino, as to me it

about the products I had to offer. This

felt like these people were gambling,

pushed me in a different direction

not investing!! They could just as easily

and since then I’ve been formulating

have played Roulette or Black Jack

my take on financial planning and

and possibly have even better results.

financial freedom.
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Obviously I’m very excited about the

The contents of this article are for

possibilities and opportunities that

educational purposes only and we

exist around property. I will guide

make no recommendation of any

you to ensuring a solid foundation

particular investment. The price

is created to start your investment

of property can decrease as well

journey or ensure sustainability is

as increase and you make any

achieved within your existing portfolio.

investments in property at your own risk.

If you’re not quite ready to start
investing, then we’ll create a plan to

© Why Property Works 2014

get you to that stage.

www.whypropertyworks.co.uk

When you start, you’ll need
different skills again to manage the
portfolio, for example accounting,
maintenance and tenant
management to name but a few.
I will ensure that you’re equipped
with the necessary skills to grow as a
confident property investor.
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