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Understanding rental yields: A buy-to-let guide

Measuring rental return clearly

Rental yield is one of the most common

ways landlords assess a buy-to-let property.

It provides a simple indication of how much
rental income a property may generate relative
to its value or purchase price.

However, yield is only a starting point. A
property can look attractive based on headline
rent, but the true return depends on mortgage
costs, repairs, taxes, letting fees, insurance,
service charges and periods without tenants.

What rental yield means

Rental yield compares the rent a property
receives with the value of the property. It is
usually shown as a %, which makes it easier
to compare different properties at different
price points.

For example, if a property is worth £250,000
and receives £15,000 in annual rent, the gross
yield would be 6%. This does not show profit,
but it gives a useful first view of how the rent
compares with the property’s value.

Gross yield and net yield
Gross yield is calculated before costs. It looks
only at the annual rent compared with the
property value or purchase price. This makes
it quick to calculate, but it can be misleading if
used on its own.

Net yield goes further by taking costs
into account. These may include mortgage
interest, repairs, insurance, letting agent fees,
service charges, ground rent, accountancy,
licensing and other landlord expenses. Net
yield usually gives a more realistic picture of
what the property may actually return.

Why yield matters to landlords
Rental yield helps landlords compare
opportunities. A higher yield may suggest
stronger rental income relative to the property
price, which can be useful when assessing
cash flow.

However, a high yield is not always better.
Some higher-yielding properties may come

with greater maintenance needs, weaker
tenant demand, more management time or
slower long-term growth. A lower-yielding
property in a strong location may still suit
some landlords if it offers stability and long-
term appeal.

Cash flow matters too
Yield and cashflow are linked, but they are not
the same. Yield shows a return compared with
property value, while cash flow shows what is
left each month after costs.

A property can have a reasonable gross yield
but still feel tight if the mortgage payment,
repairs, tax and fees are high. Landlords should
check whether the rent leaves enough room
for regular expenses and unexpected costs.

The role of the mortgage

The mortgage has a major effect on buy-to-
let returns. Interest rates, fees, product type,
loan-to-value and whether the mortgage is
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interest-only or repayment can all change the
monthly position.

Many landlords focus on whether the rent
passes the lender’s rental stress test. That is
important, but it should not be the only check.
The landlord also needs to feel confident that
the property still works after real-world costs
areincluded.

Location and tenant demand

Rental yield can vary widely by area. A lower-
cost property in a strong rental location may
produce a higher yield than a more expensive
property where rents do not rise at the same
pace.

Tenantdemand is just as important as
the calculation itself. A property with a good
yield on paper may disappointif it is hard to
let, poorly located or unsuitable for the local
tenant market.

Looking beyond the first year

A buy-to-let property should usually be
assessed over the longer term, not only the
first year. Repairs, rent changes, mortgage
renewals, tax treatment and market conditions
can all affect future returns.

[tis sensible to stress-test the numbers.
Landlords should consider what happens
if the property is empty for a month, the
mortgage rate rises, repairs are needed, or rent
does not increase as expected.

Balancing income and growth
Some landlords prioritise rental income,
while others focus more on long-term capital
growth. The right balance depends on the
investor’s goals, risk appetite and financial
position.

A property with high income may support
a monthly cash flow, while a property in a
growth area may offer longer-term potential.
The best choice is not always the one with
the highest yield, but the one that fits the
overall plan.

Using yield as one part of the decision
Rental yield is a useful measure, but

it should never be the only factorin a
buy-to-let decision. Property condition,
location, mortgage costs, tenant

profile, tax position and compliance
responsibilities all matter.

Aclearyield calculation can help landlords
compare options more confidently. However,
the strongest decisions are usually based on
both the numbers and the practical realities of

owning and managing the property.. ®
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Rental yield can help

you compare buy-to-let
opportunities, but the full cost
picture matters

Before buying or refinancing a rental
property, it is worth checking gross
yield, net yield, mortgage costs and
likely cash flow together. To discuss your
mortgage options, please contact us.

YOUR PROPERTY MAY BE REPOSSESSED
IFYOU DO NOT KEEP UP REPAYMENTS ON
AMORTGAGE OR OTHER LOAN SECURED
AGAINST IT. BUY-TO-LET MORTGAGES ARE
NOT USUALLY REGULATED BY THE FINANCIAL
CONDUCT AUTHORITY. THIS ARTICLE IS FOR
GENERAL INFORMATION ONLY AND DOES
NOT CONSTITUTE PERSONAL FINANCIAL, TAX,
LEGAL OR INVESTMENT ADVICE. PROPERTY
VALUES, RENTAL INCOME, TAX TREATMENT,
MORTGAGE AVAILABILITY AND INVESTMENT
RETURNS CAN VARY DEPENDING ON
INDIVIDUAL CIRCUMSTANCES AND MARKET
CONDITIONS.

Dental and Medical Financial Services Limited is an Appointed Representative of Best Practice IFA Group Limited
which is authorised and regulated by the Financial Conduct Authority, the registration number is 223112
Approved by Best Practice IFA Group Limited December 2025




