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Fears of a second wave and job losses are leading property hunters to 
seek flexibility – but this creates uncertainty too. By Melissa Lawford

‘Coronavirus clauses’ add a 
get-out option for buyers

 Clauses that 
were written into 
property purchase 
contracts during 
the market 
shutdown are now 
becoming more 
common, despite 
restrictions  lifting

P roperty transactions are being hit 
with new “coronavirus clauses” 
to mitigate chaos caused by any 

fallout from the pandemic. If there 
are complications after exchanging 
contracts, such as a person getting the 
virus and not being able to move or 
being furloughed and losing a mort
gage offer, these allow the completion 
date to be delayed or a party to pull 
out of the purchase with no penalty.

When the housing market was 
suspended and the Government eff
ectively banned transactions, these 
clauses became nearly ubiquitous in 
property sale contracts. 

Now that restrictions have been 
lifted, cautious homebuyers with 
an eye on the bleak economic out
look or a second wave of the virus 
are insisting they are kept in. These 
clauses were recommended by the 
Government, as previously there was 
typically no allowance for unforeseen 
circumstances in property contracts.

For many, such clauses have been a 
necessary lifeline. But they also bring 
a new raft of uncertainty into contract 
law and look likely to remain.

Laura Conduit of Farrer & Co, a law 
firm, said: “It is pretty radical, not be
ing able to give people that certainty. 
It is a big change for our industry.” 

Richard Rogerson of RFR, a private 
property office, added: “It is very pos
sible that we will experience further 
lockdowns or partial lockdowns in 
the UK. For residential sales contracts, 
this means that Covid clauses will re
main a regular feature of the market.”

Now lockdown is easing, it looks 
like the market is returning to normal. 
The number of sales agreed in Eng
land on June 10 had recovered to 92pc 
of the level at the beginning of March, 
up from a low of less than 10pc, ac
cording to property website Zoopla. 

But even when these sales are un
der contract, in many cases there will 
be no guarantee they will complete.

Clauses are still being inserted into 
contracts as there is the worry that a 
second spike of virus cases could once 
again plunge the market into chaos.

Meanwhile, the number of people 
who are on furlough or losing their 
jobs because of the outbreak con
tinues to rise. This unprecedented 

kind of uncertainty means that the old 
model of exchange and completion 
now no longer works for many.

Mark Sellers of the Law Society, a 
professional association, said its guid
ance was for solicitors to assess all risks 
and include a coronavirus clause only if 
there was a serious risk to the transac
tion. They will not become ubiquitous, 
he added: “If you do that, you have 
contracts where you’re never certain 
whether the transaction will complete.”

If there is a risk to any sale that is in a 
chain, the clause needs to be applied to 
every connected transaction, said Mr 
Sellers. Now that these clauses have be
come more common, exchanging and 
completing a purchase on the same day 
is “the most secure” option, he added.  
Some buyers are also opting to cut their 
down payments to minimise the finan
cial risk if the purchase collapses, said 
Tom Bill of Knight Frank estate agents.

Newbuilds will be particularly af
fected, as completion dates after ex
change are often not set and can be 
months in the future. 

Andrew Boast of SAM Conveyancing 
said: “This gives time for changes such 
as furlough or contracting the virus to 
affect the buyer’s ability to complete.” 

Covid clauses should be the norm in 
newbuild sales, he added.

‘It’s possible 
we will 
have more 
lockdowns 
so these 
clauses will 
remain a 
regular 
feature’
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Returns on London’s 
junior market have 
disappointed yet 
its investors still 
hunt for the next 
big thing. Sam 
Benstead reports

The average stock on the Alter
native Investment Market has 
returned less than a savings 

account, but – as the junior market 
also known as Aim celebrates its 25th 
birthday – supporters are as commit
ted as ever to finding its hidden gems.

It was launched to give fledgling 
companies access to vital investment, 
but its stocks have returned just 11pc 
on average since 1998, when data 
began. By comparison, the FTSE All 
Share index, a basket of British stocks 
listed on the main market, returned 
180pc. Savers would have been better 
off putting money into an easyaccess 
savings account. So why are people 
still drawn to London’s junior market?

There are two main reasons: the 
chance of making huge gains by 
finding the next big company as it just 
starts out, and the considerable tax 
benefits that are on offer. 

Most Aim shares are exempt from 
inheritance tax if held for more than 
two years and can be included in 
stocks and shares Isas. At 40pc on 
assets of more than £325,000, IHT is 
well worth avoiding. Aim stocks are 
also free from the 0.5pc stamp duty 
charged on normal shares. 

Fans of Aim will be quick to point 
out that taking the average perfor
mance of the market is unfair as it has 
changed a lot since the heady days of 
the “dotcom” crash, when Aim was 
the market of choice for ambitious yet 
profitless internet companies.

It now lists more than 800 busi
nesses, worth £122m on average. Daily 
trading volumes are currently £2.4bn, 
versus £22m at the beginning.

While performance looks poor 
on average, there have been plenty 
of exceptional companies to come 
out of Aim. Since listing, Boohoo, an 
online clothes retailer, has turned 
£1,000 worth of shares into more 
than £5,500. Blue Prism, a software 
company, has converted the same 
starting amount into nearly £11,000 
in just four years.

Companies that have graduated 
from Aim include storage group Big 
Yellow and Domino’s Pizza, and the 
market’s biggest companies today 

Aim stocks have made only 12pc since 
1998, so why are people still buying them?

  Aim stocks 
include FeverTree, 
Eddie Stobart 
Logistics and Dart, 
which owns Jet2. 
There have been 
plenty of horror 
stories, such as 
Patisserie Valerie, 
which had a major 
accounting fraud
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Average Aim returns pale in comparison to the 
main stock market
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Healthcare and mining 
stocks have helped Aim 
companies beat the 
main market this year

are household names such as Asos and 
FeverTree.

Lee Wild of stockbroker Interactive 
Investor said it was wrong to dismiss 
Aim as a purely speculative market full 
of highrisk companies – as many do. 
“The market has noticeably matured 
over the years,” he said. “Today it is 
much broader, from oil, green energy 
and miners through to retail giants.”

This year it has beaten the FTSE All 
Share index, losing only 7pc of its value 
versus 16pc. This is due to share price 
rises among healthcare and gold min
ing stocks that are thriving due to coro
navirus and the economic uncertainty. 

But for every FeverTree there is a 
horror story, such as Langbar Interna
tional, which announced in 2005 that it 
had lost £365m from its balance sheet, 
or Patisserie Valerie, which nearly 
closed after a major accounting fraud. 

Andy Brough of investment manager 

Schroders said there were some very 
good companies on Aim but investors 
had to spend the time to find them by 
reading their accounts thoroughly and 
ensuring businesses were fit to survive.

Investors must also be prepared for 
a rough ride. Adrian Lowcock of stock
broker Willis Owen said Aim stocks 
attracted speculative investors, which 
can make share prices “very volatile 
and pushed to levels that are unsus
tainable”.

Investors should proceed with cau
tion and follow strict rules if they 
want to make money on Aim, accord
ing to Nicholas Hyett of fund shop 
 Hargreaves Lansdown. He said the 
first law was to invest only in profitable 
businesses. Some Aimquoted stocks 
are just starting out and have a 5050 
chance of survival.

Second, investors should pay par
ticular attention to companies that 
have the founder, or founder’s family, 
as large shareholders. 

“The desire to pass the business on 
to the next generation means the com
pany is usually conservatively run with 
a longterm view, which is good for 
outside investors,” he said.

Finally, focus on companies that pay 
a dividend. “It’s true that investing only 
in dividend stocks would have meant 
missing out on Asos and Boohoo. But 
the total  return from those that pay div
idends has outstripped the total  return 
from those that don’t,” Mr Hyett said.

Five Aim stocks to 
buy right now
 Ilika Builds longrange 
batteries for electric 
vehicles

 SigmaRoc Construction 
materials supplier with a 
local edge

 Team17 Computer games 
developer famous for the 
Worms franchise

 Alpha FX Foreign 
exchange provider for 
businesses

 Boku Digital payments 
software used in mobile 
games
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‘I’ve made 11pc a year 
since 1995 with this 

trick’

Peter Dombi, 55, from 
Twickenham, south
west London, invests 

in Aim to try to capture 
large returns from 

smaller companies with 
great potential.
The heart of his 

investment strategy is 
to follow closely the 

share dealings of Aim 
company directors to 
give him clues about a 

firm’s prospects. 
“Buying large amounts 
of shares in a company 

is a good sign and 
selling shares is a bad 

sign. Multiple purchases 
or sales from a director 
are something to watch 

as well.”
An interesting trade 

from a company director 
serves as a starting point 

for his own indepth 
research process. 

He has made 11pc a year 
since 1995 by following 

this strategy.  
A recent success is 
software company 
Sopheon, which he 

bought for 68p per share 
in 2015. Shares now 

trade at £6.90 and his 
initial £16,000 stake is 

worth around £160,000.

•‘Interests of founders 
can be closely aligned 

with investors’ 

Bryan Somers, 75, from 
Northern Ireland, made 
10 times his money after 

the teenage son of a 
friend told him about 

Boohoo in 2015. He 
bought shares at 33p 

and sold at £3.10 when 
he noticed the founders 

were reducing their 
stakes. His strategy 
is to find companies 
whose management 

have substantial “skin 
in the game”, meaning 
founders’ interests are 

closely aligned with 
those of investors.


