
Houses in Multiple Occupation (HMO) v Buy-To-Let Products
Purchasing a House in Multiple Occupation (HMO) follows exactly the same principles as that of purchasing 
a Buy-To-Let investment, both properties being financed by a mortgage and/or cash deal. Typically, they can 
even be in the same street or even next to one another, however that is where the similarities end.

A Buy-To-Let investment product is primarily rented/let out on a ‘family basis’ ie an agreed monthly rent 
being set and agreed prior to a tenant(s) moving in, regardless of the number of inhabitants. On this basis a 
typical return of between 7-8% is usually achieved on behalf of the landlord.

A HMO investment return however, differs from a Buy-To-Let as each individual room is rented/let out to 
individual tenants. Additionally, in a HMO investment product, a downstairs room has been converted into 
an additional bedroom, resulting in an investor/landlord receiving a typical return of between 9-15% thus 
returning a significantly improved yield.

As you can see from the above example, a HMO investment tends to generate a far higher return and yield 
than a Buy-To-Let (even if they offer identical specification and were next door to each other!), largely owing 
to the additional bedroom that has been added, along with the rental rates being per week as opposed to 
per calendar month. Additionally, as the returns are far higher with a HMO, so too is the market value, thus, 
in terms of refinancing, a HMO will provide much greater equity/refinancing levels, therefore providing 
investors with the perfect  opportunity to potentially reinvest the additional capital and begin to develop 
their own recession-proof, high income generating property portfolio.
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HMO v Buy-To-Let 

HMO BUY-TO-LET

3-Bed Property (converted to 4-Bed) 3-Bed Property

HMO Usage (let per room per week) Residential Usage (property let per month)

£1,360.00 Typical Monthly Rents Received
(£85 per room per week x 4 tenants)

£550.00 Typical Monthly Rents Received
(Per Calendar Month)

£16,320.00
Gross Annual Rent (Based on 48 Calendar Weeks)

£6,600.00
Gross Annual Rent (Based on 12 Calendar Months)

£130,000.00 Investment Value £85,000.00 Investment Value

12.55% Return on the Investment per annum 7.7% Return on the Investment per annum
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