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For immediate release:  15 October 2007

The mortgage market just needs a good dose of confidence, says Peter Williams of IMLA

  
Recent events in the mortgage and financial markets have had a serious impact on confidence among both investors and consumers, and Mr Darling’s downbeat forecast of lower growth in his Pre Budget Report provided little obvious cheer to homeowners and potential buyers.

The fundamentals of the UK mortgage market are very sound, however, and IMLA believes that conditions are now slowly returning to normal.

Peter Williams, executive director of IMLA, says: “The turmoil in the financial and mortgage markets was attributable not to an actual problem with the credit quality of UK mortgage books, but concerns among investors that UK lenders could encounter the same problems as have occurred in the US.  That ignored the fact that the credit quality of UK mortgages remains very good.”

“Without denying that there have been some excesses at the fringes of the market and a small number of cases of consumer detriment, across the board arrears and possessions remain very low.  Latest CML data showed just 1.06% of mortgages more than 3 months in arrears, and 0.12% of properties taken into possession – tiny figures in relation to the more than 11.8 million mortgages in this country.  These figures are likely to increase, but we are definitely not seeing widespread delinquency among borrowers, as happened in the 1990s. While house price inflation is falling and that pattern will run through into 2008, the simple reality is that, in aggregate, demand continues to exceed supply.”

“As this suggests the fundamentals remain sound. People’s jobs are secure, LIBOR (off which many sub-prime products are priced) is stabilising and remains low compared with the 1990s, and Bank of England base rate is now more likely to fall than rise.  There is no systemic problem in terms of either credit quality or for that matter mis-selling of mortgages. Lenders apply strict affordability tests to ensure that borrowers are able to pay their mortgages when they first take them out and in the future.”

Indeed, the ‘run’ on Northern Rock was triggered by sentiment in the international financial markets – with concerns among international institutions that the bank could have problems with its mortgage books.  However, as has been recognised subsequently (including by the Bank of England) Northern Rock was and remains solvent, and has a good quality loan book.

The other ongoing issue has been the effective non-availability of the securitisation markets, as investors with concerns over US sub-prime have steered clear of UK mortgage-backed securities as a precautionary measure.

“We have passed the turning point,” continues Peter Williams.  “The securitisation markets are not fully back in business, but there is renewed appetite from investors who recognise the low risk nature of UK mortgage-backed assets.  We have seen a number of private sales of loan portfolios, at less fine pricing than prior to the market disruption, but this is a clear sign that investors are now realising that the reaction was overdone.”

“While fully acknowledging the difficulties that do exist, a wider recognition of   positives would go a long way to help the market move forward. It is clear we are seeing the start of a return to normality, with investors and consumers realising that the fundamentals of our market are solid and that there is no reason to stay out any longer. Shocks to the system do have an impact on everybody but confidence is beginning to return and overall we can now expect to see the mortgage market moving forward.”
- ENDS -

More information can be viewed at the IMLA website www.imla.org.uk. IMLA was formed in 1988 as the Association of Mortgage Lenders and was instrumental in the creation of the CML. It changed its name to IMLA in 1995.  Subsequently IMLA helped bring the Association of Mortgage Intermediaries (AMI) into being and was instrumental in bringing the mortgage advisers qualification CeMAP to fruition. 

For further information please contact:

Peter Williams, Executive Director, IMLA

Tel: 020 8390 5872 or email consultpwilliams@btinternet.com
Brian Thorn, Director, Wriglesworth

Tel: 020 7845 7900

NOTES TO EDITORS

About IMLA 

IMLA, which was first established in 1988, is the specialist trade body representing the interests of lenders who market their products primarily through brokers, rather than direct or through a branch network. The sub prime market makes up around 8% of the UK mortgage market and had a value in excess of £20 billion in 2005. Alongside that market is the self-certification market making up a further 10% and with a value in 2005 of around £30 billion. Both sub-prime and self-certification loans are almost exclusively sold via brokers rather than direct through lenders’ branches. Currently over 60% of mortgages are sold through intermediaries and this market continues to grow.

IMLA provides a unique opportunity for senior industry professionals to meet on a regular basis to discuss key current initiatives and contribute actively through IMLA and other fora such as the Council of Mortgage Lenders.
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	Accord Mortgages
	Leeds Building Society

	Advantage Homeloans
	Lehman Brothers

	Allied Irish Bank (GB)
	London Mortgage Company

	Amber Homeloans Limited
	Money Partners Limited

	Bank of Scotland
	Mortgage Express Limited

	Beacon Homeloans Limited
	Mortgages plc

	Birmingham Midshires
	Norwich & Peterborough Building Society

	Bristol & West plc
	Paragon Mortgages Limited

	Chelsea Building Society
	Platform Home Loans Limited

	CHL Mortgages
	Portman Building Society

	db mortgages    
	Preferred Mortgages Limited

	edeus
	Rooftop Mortgages Limited

	Freedom Lending
	Southern Pacific Mortgages Limited

	Future Mortgages Limited
	Standard Life Bank Limited

	GE Home Lending Limited
	The Mortgage Business plc

	GMAC-RFC Limited
	The One Account Ltd

	Halifax Intermediaries
	The Royal Bank of Scotland plc

	Intelligent Finance
	UCB Home Loans

	Kensington Mortgage Company
	West Bromwich Building Society
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