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“The interests of
shareholders - and
not just in bid
situations - would
be served b’
official approval of
the inclusion of
riders in
valuations.”

P rofessional valuation was a key topic in
the property press again last Summer

following the ultimately successful bid by
the Dutch company Wereldehave for the
Peachey Property Corporation. Peachey,
not surprisingly, fought the bid on the basis
that the price offered undervalued its
assets.

But how does a company under
attack in this way defend itself, and what
are the ‘rules’ under which it has to
operate? Usually the bid target will
immediately commission a property
valuation; this will often be the first for
some time, although it had in fact been
Peachey’s policy for many years to
undertake an annual revaluation of its
portfolio.

The valuer, following the ‘Guidance
Notes on the Valuation of Assets’
published by the Royal Institution of
Chartered Surveyors, can only attempt to
assess the ‘open market value’ which
assumes a willing seller and takes no
account of any possible additional bid by a
purchaser with a special interest.

How does the valuer deal with the
possibility - or even the likelihood - of
planning permission being obtained for the
change of use of a particular property, or
for redevelopment of the site? He can
certainly reflect the ‘hope’ value which the
market might place on the property, but
open market value has to ignore the
additional value which arises only ifand
when planning permission is actually
obtained; a valuer cannot assume such
consent will be given.

What happens when there is a
known purchaser with a special interest-
for example, an adjoining owner who
would dearly love to get his hands on the
property, and who would pay substantially
over the odds for the privilege? What
about the owner ofa superior or
subordinate interest who can afford to pay
above the open market assessment
because of the ‘marriage value he would
realise with the purchase? How much
additional value should be attributed to

the property ifit can be assumed that the
vendor is a willing seller? All these factors
must be ignored when arriving at open
market value.

But is it tight that the bidder can
take account of these special situations,
while the target company can only defend
itselfwith a valuation which must ignore
them? The bidder may be looking at the
acquisition not to increase his investment
portfolio, but merely because he wants to
trade the properties. Should shareholders
accept less than the value of their
company’s underlying assets, and should a
trading company be able to acquire a
property portfolio which it can then sell
off at substantial profits?

Additions to the existing Guidance
Notes are due for publication by the RICS
shortly, and it is suggested that these will
deal with the setting down of assumptions
on which a valuation has been made. The
interests ofsharebolders - and not just in
bid situations - would be served by official
approval of the inclusion of riders in
valuations. These would give additional
figures based on certain alternative
assumptions (assumptions which must, of
course, be reasonable).

At Goddard & Smith, we believe that
shareholders are entitled to more
informative valuations. But one last word
of warning: shareholders should not, for
obvious reasons, expect the disclosure of
the actual figure which their company and
its valuers consider might be extracted
from a prospective purchaser.
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“A tightening of
supply and
maintenance of the
demand accounts
for the strong
confidence
remaining within
the residential
market”

Residential

P roperty values fall by 20%! - or so the
media would have us believe! If

everything we read is true, then property
across the South East is declining in value
(which, incidentally would put a negative
figure on inflation).

It is true that following the Stock
Market crash in late ‘$7, the residential
market in the South East remained quiet
for four months or so. This was followed

by a return to a more conventional level of
activity in the Spring, signalling the end of
the four-year property boom.

Traditionally property values have
always increased from February to June,
with July and August being relatively
static, and further rises from September
through to November. Overall, prices have
increased by some i5% in the last 12

months and at Goddard & Smith we
anticipate that this trend will continue and
even accelerate over the coming year.

A rise in interest rates always deters
the casual or investment purchaser. The
first-time buyer takes some three to six
months to adjust to higher interest rates,

but usually considers the benefit in capital
gain will outweigh the differential. A
continued higher level of interest will put
off casual purchasers and vendors.

During the property boom of the last
four years, many would-be vendors have

offered their properties for sale at well

above market value, often achieving a
figure close to the asking price. This
practice seems to have peaked in the
Summer of 1987, and although property
values are still increasing, asking prices
appear to have fallen.

At Goddard & Smith we recognise
four main divisions within the London and
South East residential property market.
These are

0 first-time buyers: up to £120,000

O Second-time buyers: 2-bedroom flats,
3-bedroom houses £ ioo,000 -£175,000

o Professional buyers/couples: £ iooo -

£4o0,000

o Luxury market: £oo,ooo and beyond.

With casual vendors withdrawing
from the market, there will be a shortage
ofgood quality property for sale in the
immediate future. This in turn will lead to
premium prices being paid once more for
those attractive properties which remain.
These prospects - as supply begins to
tighten and demand is maintained -

account for the strong confidence
remaining within the residential market in
Central London.

Goddard & Smith is well-placed to
take advantage of the healthy current
market. The opening ofour new office at
6ç Walton Street in Knightsbridge is the
first step in a major expansion programme
of both the Residential Department and
the management portfolio. The
Knightsbridge office will also cover the
whole of Kensington, Chelsea and
Belgravia.

During the year we have seen a
number of major developments take
shape. IDC’s first residential development
at Holland Park is nearing completion, and
with four-bedroom flats achieving
£750,000 there is obviously no falling
away at the top end of the market. A new
development at 2 Jermy’n Street has been
sold, prior to completion, to Michael Sallis
Property Holdings. The 39 flats have been
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