
 

 
 
 

 
 

 
 
 
 
 
 
 
 

Advanced Strategy Briefing: 
HMOs 

  

 



 
  

While Deals On Demand is about finding and negotiating deals successfully, we decided to 
include a number of “advanced strategy briefings” that will allow you to discover more about 
some of the strategies we mention in the program. This way you can decide if it may be of use 
to you to learn about the strategy in more depth later. 
 

What is an HMO? 

Although it has different precise legal definitions in different parts of the country, an 

HMO -- House of Multiple Occupancy -- is generally considered to be a property let to 

five or more unrelated people (two or more in Scotland), rather than to a single 

family unit. 

 

The residents each have their own bedroom but share a communal kitchen and 

bathroom(s). 

 

Again, definition varies around the country and also among lenders but a "multilet" is 
generally considered to be a property with shared facilities let to less than five 

occupants. 
 

What's the big deal? 

Put simply, you can achieve a much higher rent for a given property than you would 

otherwise be able to, renting the property as a whole to a single family unit. 

So for example, a 5 bedroom house might have a market rent of £1,200 when let to a 

single family. But if the same property were let as an HMO for £400 per room, the 

potential rent could be £2,000. 

 

HMO licensing... best avoided? 

HMOs generally need to be licensed and must satisfy certain fire and safety criteria. 

Check with your local council for details well in advance of considering an HMO. 

Some landlords target properties that are just below the criteria of their local area so 

that they can avoid the red tape and expense involved with licensing. 
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Each tenant can have their own individual lease but for example in the case of a 

group of students renting the property together at the same time, landlords will put 

all tenants on the same lease. Rent is normally inclusive of bills and council tax. 

 

Risks of HMO investment 

Along with the cash flow benefits, there are one or two potential risks with this 

strategy... 

 

● Tenant turnover can be high so this makes them fairly labour intensive. For 

this reason, letting agents often charge a higher commission to manage 

them. 

● HMOs / Multilets need to be managed very efficiently to ensure maximum 

occupancy. If one or two rooms are regularly empty then this can wipe out 

any profit you might otherwise have made. 

● Wear and tear can be higher than a normal let. 

● In Scotland, the legislation and fees and hassle involved can be prohibitive 

for smaller HMOs. 

 

Why are HMOs on the up? 

HMOs are very popular these days for a number of reasons. These factors don't look 

likely to change any time soon: 

 

● Increasingly migrant population... people are moving around the country for 

work and are seeking temporary rented accommodation nearby 

● Home ownership is further out of reach of young people than ever 

● Separation and divorce is on the rise so there are more and more single 

people in the rental market 

● In these tough economic times, many people will opt for the cheapest 

available accommodation over the larger living space of a flat for example. 
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Scottish HMO investment  

Due to a fatal fire in a rented tenement flat in Glasgow in the 90s, the HMO 

legislation north of the border has evolved to become rather more tight than in 

England. 

 

In Scotland the definition of an HMO is strictly a property let to "any more than two 

unrelated people". Such properties must adhere to strict standards in terms of fire 

doors and alarms and so on and must be licensed. 

 

So if you're planning an HMO don't forget to budget for the extra costs of making the 

alterations, the licence fees and the carry costs while you apply for the licence (the 

property cannot be used as an HMO while you apply!). 

 

I have been hearing recently that especially in Glasgow it has been getting harder to 

obtain HMO licences due to changes in the structure of the council body governing 

them. 

 

HMO mortgages are a bit different 

Most lenders have special conditions for HMOs. These will differ from company to 

company so check the conditions are fit for your situation. Here are some to look out 

for: 

 

● the actual definition of an HMO / multilet can differ between lenders 

● some lenders will allow multiple tenancies within a property (multilet) but 

not accept registered HMOs 

● lenders will have restrictions on the numbers of other buy-to-let and HMO 

investment properties that you have in your portfolio at the time of 

application 

● lenders will usually restrict the maximum number of let rooms in an HMO. 

A good investment mortgage broker will be able to find the best product to suit your 

needs. 
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Government HMO Info  
 

Extra info about the legalities surrounding HMOs can be found on this government 

website. 
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