Mervent Forest FAQ

Q) How much do I have to spend of my own money?

A) £1,000 commitment fee. This is the total amount that a client spends and pays for arranging of the 10% loan referred to below.

Q) Will my £1,000 commitment fee be refundable should I not be offered a mortgage?

A) Yes

Q) Where will my £1,000 commitment fee be kept prior to receiving a mortgage offer?

A) A client account. Cheques should be made out to Blue Sky Affinity Group Ltd Client Account.
Q) How much are the closing costs including legals, utilities etc?

A) These differ depending on which property you purchase, but are all paid by the developer any way.

Q) Is the property fully furnished when I take possession of it?

A) Yes and again paid by the developer

Q) A deal might work based on the mortgage interest rates available today, but at some point they are going to increase.  How do I protect my position?
A) The banks we are using are offering fixed rates for up to 25 years (currently at 4%).

Q) Can I get an interest only mortgage?

A) Yes

Q) I don’t want the commitment of having to rent my property out. Can I receive any help?

A) There is a 5 year rental guarantee from the developer at 5.2%
Q) Is the repayment of the 10% top up loan guaranteed to be repaid out of the rental guarantee?

A) Yes and this will be written under contract for the client.

Q) Is 5.2% the maximum return I can get under the terms of the 5 year rental commitment?

A) No, this is the guaranteed amount. Any amount achieved above this (net of running costs) will be split 33%/67% between Investor/Management Company.

Q) What will happen after the 5 year period is up?

A) From the start, a 5* Resort Management Company will be handling all rental and management responsibilities. In effect, they have 5 years to get the project up and running from a rental point of view. If for any reason, they are not performing to the levels expected, they will be removed and another company contracted. At the end of the 5 year period, they will be invited to renew the contract. The only reason for not arranging a longer period is that 5 years seems to be a reasonable amount of time to protect the client in the first instance. Once the resort management company has built the business up, they are not going to be inclined towards closing the business.

Q) Is the property below market value?

A) I can show examples of similar properties costing more. The problem is I am sure there are properties out there which are less. What I can say is that these properties will be sold via local French agents at the full price. I have managed to secure prices at 15% below the prices they are allowed to sell them at.
Q) Can you please explain the structure of the purchase?

A) It is possible that the structure could alter dependent on the mortgage that the developer can get for the client. However, the basic structure is that there is an 85% mortgage, a 10% loan and a 5% gifted deposit. If the property was €100k, the amount that would be required to pay for the property is an 85% mortgage and a 10% loan.  Both of these are arranged on your behalf via the developer. The mortgage is self-explanatory, whereas the 10% loan is structured in a more unusual way, as below.

Q) Can you please explain the 10% loan?

A) The developer was originally willing to give a 15% gifted deposit, however the French banks would not accept a gifted deposit to this level and therefore restricted it to 5%. At this point in time the guaranteed rental commitment was for a period of 2 years. The new approach therefore was for a loan to be raised for the 10% which would then be paid from the guaranteed rental, which would also be increased to 5 years. It is structured in a way that the client will never have to find the money themselves to make the full repayment of the 10% loan.

Q) Can I use the property myself?

A) I week in a school holiday period and 2 weeks outside.

Q) What is your thinking behind this deal as an investment?

A) They used to say that properties doubled in value every 7-8 years. You are getting the properties at 15% below value. There is then an 18 month build program. After that there is 5 years of a rental guarantee.  Under this old adage, as you are getting your property at 15% below value, you will have c.50% equity in your property at the end of this period.

 ALL THIS FOR JUST £1000
The project itself is a development of 99 2, 3 and 4 bed detached villas set in their own plots. The size of the plots varies between 612sqm up to 2692sqm. 

If you are in business for yourself, the one thing you hear time and time again is that it is vital to keep your overheads under control. Because of the long term fixed mortgage rate that is available in France, you are starting from a position of certainty. The rest of the opportunity has been structured around this.

Usually with property deals you either have a good front end of the deal and a poor back end or vice versa, eg if you put in 40% deposit, then the mortgage is so low, that it is far easier to cover the mortgage payments. Alternatively, if you only have to put a small amount in, you are not risking very much of your own money, but of course the mortgage is far higher and therefore there is pressure to meet the monthly commitment. With this opportunity, you have minimal costs at the front end and a protected position at the back end. Not many deals are structured with so much security.

If you are interested in taking this further, please contact me at your earliest convenience.  After sending it to yourself, I will shortly be putting it out to my main database. At this point, I would imagine there to be a strong level of interest. 

