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Landbay – an independent review 

This is a company and product assessment commissioned by peer-to -peer provider Landbay, which 

looks at the provider from the view of a prospective lender (investor).  

The report content and analysis is provided by Andrew Hagger, Independent personal finance 

analyst and commentator from Moneycomms.co.uk. 

Landbay – a ten point 60 second snapshot 

1. Landbay is a P2P provider and only lends money in the UK residential buy-to let (BTL) 
market – lending commenced summer 2014

2. Buy-to-let is a thriving sector with borrower demand up by a third in the last year with 
further strong growth predicted by market experts

3. Landbay concentrates solely on BTL and does not get involved with financing higher 
risk complex commercial property developments

4. It lends mainly to experienced BTL landlords with tenanted properties in commuter hot 
spots where rental demand is high – rental income must be at least 125% of monthly 
loan repayment

5. All borrowings are secured by a first legal charge with a conservative maximum loan to 

value (LTV) of 72%

6. Lenders monthly income payments are safeguarded against missed repayments via the 
Landbay protection fund

7. Lenders can currently choose between a 4.2% fixed rate product for 3 years or tracker 
version at 3% plus base rate, also for 3 years

8. £15,000 with Landbay at 4.2% fixed pays out more than double the average

bank/building society 3 year fixed rate savings return

9. At 4.2% Landbay pays monthly interest of £52.50 (total £1890 over 3 years) on a £15k 
balance compared with the bank/building society average 3 year fixed return (1.98%) 
of just £24.75 monthly (£891 over 3 years)

10. By the end of December Landbay will have lent £3 million and in 2015 it expects to 
reach £50 million 



Introduction and background 

Landbay is a peer to peer provider lending purely in the UK buy-to-let market with all borrowing 

secured by a first legal charge. 

The company was founded by John Goodall (Chief Executive) and Gray Stern (Chief Commercial 

Officer) in 2013 and once the web site and infrastructure were put in place and FCA authorisation 

obtained, it commenced lending activities in summer 2014. 

John Goodall’s career background includes managing a leading international financial executive 

search business and working in the equity brokerage market. He has an MBA (distinction) in 

economics, a subject which he later went on to teach in the UK. 

Gray Stern also has extensive and relevant market knowledge with over 15 years’ experience in 

property finance. His career started as a corporate analyst with Westpac before setting up his own 

consultancy focused on funding residential development projects. 

As well as the co-founders, the wider Landbay team has a wealth of practical and industry know-how 

when it comes to lending in the UK property market.  

Tony Ward, a key member of the advisory board, is the ex CEO of The Mortgage Trust and currently 

CEO of Home Funding Limited. 

Prior to managing his own property investment company, Runjit Bhopal (Landbay Head of Finance) a 

qualified Chartered Accountant, spent nine years with Santander where he focused on mitigation, 

analysis and review of credit losses across the bank’s entire UK Mortgage portfolio including buy-to-

let loans. 

As well as considerable property sector expertise, Landbay also has invaluable access to many years 

of first hand peer-to-peer know-how and experience through advisory board member James 

Alexander, co-founder and ex UK CEO of Zopa.  

It’s still relatively early days but according to pipeline business Landbay will have lent more than £3 

million by the end of this year and has set a target of £50 million for 2015. 

Is the UK buy-to-let market a wise area to consider investing in? 

The short answer is yes. 

Only last week a comprehensive specialist buy-to-let report issued by Kent Reliance highlighted the 

current strength of the private rented sector and its potential for considerable growth in the coming 

years. 

To give some perspective there are currently 1.4 million landlords in the UK with even greater 

demand for rented accommodation anticipated. 

It is expected that nearly a fifth of all UK households (approx. 5 million) will be rented by the end of 

2016. 



As a result of a number of changes in the residential mortgage market, including the recent 

increased focus on mortgage affordability, some lenders having a reduced appetite for risk and with 

only a limited amount of high loan-to-value lending available, fewer people are now in a position to 

purchase a property of their own.  

Even with the introduction of the Government’s low deposit Help to Buy schemes, rising property 

prices are making it difficult for would be first time buyers to keep pace and save a sufficiently large 

stake. 

Public funding alone will not be enough to meet the growing demand from tenants and the 

investment provided by private landlords will be even more crucial in the future. 

Number of products and loans on the up 

Almost 80% of the growth in household numbers since 2001 has been in the private rented sector 

and in the last eight years there have been 1.2 million new buy-to-let loans totalling more than £154 

billion. 

Banks and Building Societies have demonstrated an increased appetite for buy-to -let mortgage 

lending with the number of products available  increasing fourfold  from less than 150 in 2010 to 620 

plus today (source: Mortgages for Business).  

Recent demand for buy-to-let finance has risen sharply and is up by more than a third in the last year 

with around 93,900 loans completed in first six months of 2014 alone (Kent Reliance – Buy to let 

Britain report). 

As a result of increased lender appetite and BTL market activity, Landbay has to offer competitive 

rates if it is to appeal to good quality borrowers and hence why the rates paid to lenders (investors) 

are at the level they are and not at 7% or 8% plus. 

How safe is your money? 

Landbay is authorised by The Financial Conduct Authority (FCA) but as with all P2P and alternative 

finance providers there’s no cast iron Financial Services Compensation Scheme (FSCS) protection. 

However you shouldn’t immediately dismiss an investment purely on the basis that it’s not 100% 

protected, if that was the case then nobody would invest in stocks and shares due to potential 

volatility in individual prices that can be triggered by a wide range of different events. 

With equity based investment portfolios the risk is often diluted and managed by spreading 

investors’ money between different stocks/markets so there’s not a big hit to your capital if the 

value of a single stock plummets, and these principles are similar with regards to peer-to -peer 

investing. 

 The key is to understand the potential risk to your money and weighing up if the returns on offer 

are sufficient when compared with the risk management measures in place. 

So if this is your first move away from 100% safety of cash based savings it’s important that you 

understand what Landbay does to mitigate the chances of you losing any of the money you invest. 



The business model of Landbay (and any P2P provider) relies heavily on building customer 

confidence and to demonstrate that it makes strenuous efforts to ensure it is a safe home for savers’ 

cash. 

Whilst the rates on offer are much better than those on offer from banks and building societies, 

don’t expect to find headline grabbing double digit returns. 

This is because Landbay doesn’t get involved in speculative or complex property development 

schemes and only operates in the buy-to-let mortgage market, lending at a sufficiently competitive 

rate to be able to attract credit worthy UK based experienced property investors. 

In the absence of FSCS protection how does Landbay go about protecting your funds? 

There’s no single insurance policy of individual activity that protects the capital you invest with 

Landbay, it’s more down to a combination of credit assessment, market knowledge, sensible lending 

limits and an in depth knowledge of its market that Landbay utilises to minimise potential losses. 

First off, it only lends to creditworthy experienced buy-to-let landlords, typically with a minimum of 

three rental properties and who have been in the BTL market for at least two years. 

Minimum rental income requirements 

Secondly, as well as having sound personal finances the rental income on the property being 

mortgaged must deliver a return of at least 125% of the monthly mortgage repayments, so for 

example someone with a loan repayment of £600 per month must have a monthly rental income of 

at least £750. 

Ensuring property valuations are accurate 

Before agreeing finance on a property there is a double valuation process to ensure the property is 

worth what the owner says, an important factor, particularly if Landbay is forced to sell the property 

at some stage in the future to remove any outstanding amounts.  

The property is initially valued by the approved Landbay partner, Allied Surveyors (commercial), this 

takes the form of a physical on-site valuation (not a desk top estimate or drive by). This is backed up 

with a second valuation from an experienced chartered surveyor from the local area.  

Is the level of equity in the security sufficient? 

Establishing the value of the property in this manner ensures there will always be a minimum 28% 

equity buffer between the amount being lent and the value of the property at the time the loan is 

drawn. 

 It’s key that this figure is accurate to ensure there is sufficient margin to recoup the outstanding 

mortgage balance even in the event of a forced or quick sale. 

The margin between mortgage balance and property value will of course vary over time depending 

on the reducing mortgage balance and the movement in property prices.  



The market is buoyant at the moment and demand for rental property should see it remain that way 

for at least the next 2-3 years. 

The real test comes when there’s a period of severe economic down turn, however even after the 

financial crash in 2008 the decline in property prices was an average of 17% according to figures 

from the Council of Mortgage Lenders. 

Low number of buy-to-let repossessions 

Although Landbay protects its business and the position of its investors by taking a first legal charge 

over the buy-to-let properties, having to repossess to achieve repayment is always a last resort and 

also quite a rare occurrence. 

Currently less than one in 1000 BTL properties are repossessed and even in the face of a severe 

economic contraction in 2008 the figure was only 1 in 200 according to the Council of Mortgage 

Lenders. 

Measures in place to combat possible mortgage fraud 

This is another potential area where serious losses can occur, but Landbay appears to have the 

processes in place to prevent fraudulent activity. 

Landbay only uses Allied Surveyors (Commercial) and its team of RICS qualified surveyors for all 

property valuations. The valuation is instructed by Landbay and always incorporates a detailed visit 

and inspection.  If a borrower already has a valuation from another source, this will not be accepted 

and Landbay will always arrange to conduct its own assessment. 

As for checking out borrowers, Landbay only offers finance through selected FCA regulated brokers 

who carry their own checks re identity.  

Landbay additionally carries out an extensive range of checks both relating to identity, fraud & credit 

history. It uses bureau data and in addition requires sight of significant documentation – bank 

statements, passport, proof of address, proof of income etc. It also uses a separate online tool that is 

heavily used in the airline industry to verify that a person’s passport is genuine. 

Landbay insists that all borrowers are represented by a multi partner solicitor firm and it does not 

allow joint representation. This ensures that the same lawyer will never represent both parties. 

Landbay uses leading national law firm Goldsmith Williams (with over 30 years’ experience) to 

represent them and they carry out their own identity and anti-money laundering checks.  

Their main role is to ensure that the security and title is enforceable. 

Spreading the risk 

When a customer invests with Landbay their capital isn’t matched against a single mortgage. 

In accordance with its aim to minimise risk and protect investors against potential losses, an 

investor’s funds will be spread between approximately 10 borrowers and properties in different 

geographic locations in order to reduce exposure. 



Using a safety net to protect investors 

Landbay operates a protection fund which is a pool of money used to absorb any late or missed 

monthly loan repayments.  

Customers taking out a buy-to –let mortgage through Landbay typically pay upfront fees of between 

2% and 2.25% and part of this fee goes in to the protection fund to ensure that investors continue to 

receive their monthly interest payments in full and on time, even if a borrower is late making a 

monthly repayment.  

Not surprisingly at this early stage of its life, Landbay has so far suffered no late payment or arrears 

issues whilst expected defaults for 2014 are estimated to be 0.05%. 

It will be very important for Landbay to keep information about any defaults and the status of its 

protection fund up to date, on at least a monthly basis. 

 As the business levels grow, highlighting if the value of the protection fund and level of coverage in 

relation to expected defaults is key. It’s the sort of transparency that potential P2P investors have a 

right to expect, and will increasingly look for as a measure of reassurance. 

In the absence of FSCS protection such transparency is essential and at present is probably best 

explained and illustrated by Ratesetter, one of the fastest growing P2P providers in the market. 

 

What is the impact if a buy-to-let property is repossessed by Landbay and sold for less than the 

outstanding mortgage balance? 

Whilst the historical number of BTL properties repossessed has been relatively small even in recent 

periods of economic decline, here is a scenario showing the financial impact on an investor if a 

property was sold by Landbay and the proceeds were not sufficient to repay the borrowers 

mortgage balance in full. 

Customer X invests £30,000 with Landbay which is spread equally between 10 separate buy-to-let 

properties/mortgages. 

If in the highly unlikely event that one of the mortgages gets into arrears and Landbay sells a 

property originally valued at £210,000 for just £135,000 and there is a mortgage balance of £150,000 

still owing, the impact on customer X would be as follows: 

Amount invested in this single mortgage is 10% of total £30k investment i.e. £3,000 

£3,000 accounts for 2% of the total £150,000 originally lent for the buy-to-let mortgage in question. 

The total shortfall is £15,000 (£150k mortgage-£135k sale proceeds) and Customer X’s 2% share of 

the shortfall would amount to £300, returning £2,700 of original capital. 

There is a likelihood that Landbay would absorb losses at this level by utilising monies from its 

Protection Fund to retain consumer confidence in its products. 



However if it decided not to cover the £300 loss, the financial impact for customer X is far from 

catastrophic. 

In normal circumstances the £30,000 investment would return interest of £3780 over 3 years at a 

rate of 4.2%, therefore if this was reduced by the £300 shortfall to £3480, the equivalent annual 

return still works out at 3.87%. 

 

What products are available to Landbay lenders? 

Unlike the traditional bank and building society savings market here’s no mind-boggling array of 

options to have to sift through, there is simply a three year product and you then have the choice of 

a 4.2% fixed rate version or a tracker product paying 3% above bank base rate (so currently 3.5%). 

Landbay is the only P2P provider currently offering a tracker bond product giving investors the 

reassurance that they won’t lose out if base rate rises during the term of their investment. 

Landbay also gives tracker product holders the flexibility to be able to redeem their loan at any time 

and at no cost subject to Landbay being able to replace the capital sum with funds from new lenders. 

Even the fixed rate loans can be redeemed early if Landbay can reallocate to new lenders. Just be 

aware that fixed rate loans will be redeemed at the current market rate at the time and depending 

which way rates have moved will see the investor making a loss or a profit. 

As an example - If an investor deposits £10,000 fixed at 4.2% for 3 years and subsequently wishes to 

withdraw after 12 months at which time the rate has increased to 4.3%. 

The investor will have to pay a premium of 0.1% (difference in the rate) for the final two years of the 

saving product from which they want to exit from. On a £10,000 balance, the additional 0.1% per 

year for 2 years works out at a total cost of £20. If on the other hand the rate had decreased to 4.1% 

in the same situation, the investor would get their capital back plus a small profit of £20 in respect of 

the rate differential. 

This flexibility compares favourably with standard cash based fixed rate savings bonds whereby in 

most cases there is no option to withdraw some or all of the funds before maturity and in the rare 

cases that you can, the withdrawal penalties of typically 90 days’ worth of interest can prove 

prohibitive. 

You can deposit from just £100 with Landbay however the company recommends a minimum 

£1,000 investment to enable the funds to be diversified. The maximum sum that will ever be lent out 

against a single mortgage is £25,000. 

 

 

 

 



How do returns compare against traditional bank and building society savings products? 

 

Product Rate (Gross) Interest earned 

on £5,000 

balance 

Per year (before 

tax) 

Equivalent 

monthly interest 

income on £5,000 

(before tax) 

Total income 

over the 3 year 

term on a £5,000 

investment 

(before tax) 

Average 3 year 

Bank/Building Society 

Fixed Rate Savings Bond 

1.98% £99.00 £8.25 £297.00 

Best Buy 3 year 

Bank/Building Society 

Fixed Rate Savings Bond 

(Shawbrook Bank) 

2.50% £125.00 £10.42 £375.00 

Landbay 3 year Tracker* 

 

3.50% £175.00 £14.58 £525.00 

Landbay 3 year Fixed Rate 

 

4.20% £210.00 £17.50 £630.00 

*assuming no change in base rate during the term 

Analysis and calculations by moneycomms.co.uk 09.11.2014 

 

 

Product Rate (Gross) Interest earned 

on £15,000 

balance 

Per year (before 

tax) 

Equivalent 

monthly interest 

income on 

£15,000 (before 

tax) 

Total income 

over the 3 year 

term on a 

£15,000 

investment 

(before tax) 

Average 3 year 

Bank/Building Society 

Fixed Rate Savings Bond 

1.98% £297.00 £24.75 £891.00 

Best Buy 3 year 

Bank/Building Society 

Fixed Rate Savings Bond 

(Shawbrook Bank) 

2.50% £375.00 £31.25 £1125.00 

Landbay 3 year Tracker* 

 

3.50% £525.00 £43.75 £1575.00 

Landbay 3 year Fixed Rate 

 

4.20% £630.00 £52.50 £1890.00 

*assuming no change in base rate during the term 

Analysis and calculations by moneycomms.co.uk 09.11.2014 

There are on-going talks aimed at allowing P2P investments to be included in ISAs in due course and 

this would make the Landbay and other alternative lending schemes even more attractive to 

traditional bank and building society savers. 



With pension rules changing in 2015 could this be an annuity alternative? 

The new more flexible pension drawdown rules take effect from April 2015. 

The radical changes will result in a sizeable number of those affected looking for alternative ways 

and products to help them manage their pension pot and to provide an income in retirement.  

Recent figures from MGM, the retirement specialists reported that a £50,000 pension pot currently 

produces a standard monthly annuity of £3074 per annum gross. 

If you invested the same £50,000 capital sum in a three year fixed rate product with Landbay at 4.2% 

it delivers £2100 pa (before tax) but the vital difference is that even though the income level is 

lower, your capital sum is accessible and remains intact. 

This may appeal to people who don’t immediately require the income from an annuity who may be 

happy with a slightly lower monthly return whilst keeping their capital intact to put in to an annuity 

or alternative pension related product at a later date. 

Summary 

Having interviewed John Goodall face to face and subsequently spent time reviewing the Landbay 

website and the latest forecasts for the buy-to-let market in the UK, I’m quite comfortable with the 

level of return versus risk on the products that Landbay currently offers to potential investors. 

The risk mitigation measures employed, whilst never guaranteeing 100% safety of your capital, are 

comprehensive and it would take the combination of a sizeable economic downturn and collapse in 

property prices for lenders money to be at risk. 

I wouldn’t ever suggest that anyone puts all their investment/savings in one basket and would 

always recommend taking one to one professional advice before making an investment in something 

other than cash. 

Taking into consideration the cautious yet rigorous lending criteria, together with diversification of 

funds, fraud protection measures and the use of a Protection Fund, I feel that investing via Landbay 

appears relatively low risk and worth considering if you’re looking to earn a better return than that 

currently available with bank and building society savings accounts. 

I see it making up part of a wider savings and investment portfolio, particularly for those looking to 

benefit from the property market but without the hassle factor and red tape that a landlord has to 

deal with. 

With the potential for Peer to Peer investments to be included in Individual Savings Accounts (ISAs) 

and the less constrictive pension rules due to commence in 2015, I can see a growing demand for 

such reasonably priced cautious and closely managed non-cash investment alternatives. 

The information contained in this report is intended solely for journalists and should not be used by 

consumers to make financial decisions. 

Consumers have a range of different financial needs and requirements and as such should always 

seek independent professional financial advice before making an investment decision. 
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