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For immediate release:  29 August 2007

Adverse and Self Cert Mortgage Volumes Expected to Ease As Mainstream and Buy-to-Let Grow

Intermediary lenders expect to see a slight easing of business volumes in the higher risk categories of lending, while lower risk mortgage business will continue to grow, according to the results of IMLA’s latest member survey
.

Self-certification business is expected to decline by around 2% over the next quarter, while light, medium and heavy adverse volumes are predicted to ease by slightly smaller percentages.
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On the other hand, mainstream lending will, lenders believe, continue to grow steadily over the next quarter, by 2.5%.  Buy-to-let is expected to surge by a strong 3.6%.

Peter Williams, executive director of IMLA, says: “In the current uncertain market lenders’ focus is expected to be more on mainstream and buy-to-let, but in reality and not least because underlying demand remains sound we are not seeing a meltdown of the self cert and adverse sectors.  Lenders are re-pricing products and may indeed be pulling back slightly, but they still expect to write significant business volumes.  Self cert and adverse accounts for around 40% of our respondents’ business, and there is no sign that the proportion will fall to any significant degree.”

Indeed, lenders’ view of the market overall remains broadly positive, based on their expectations of business volumes in the second half of 2007 and in 2008 – although opinions do vary significantly.

In the second half of 2007, 35% of lenders predict that volumes will grow, and 40% expect them to be broadly stable, but 25% anticipate a slight fall of around 5%.  On average, IMLA members expect gross mortgage volumes to grow by 2.0% between H1 and H2.  Looking forward to next year, forecasts are slightly more restrained, with average growth in volumes up 2.8% for the full year 2008 compared with 2007. Again, 35% expect volumes to grow, while 50% expect stability and just 15% anticipate a fall.  
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Peter Williams says: “IMLA members remain sanguine about the state of the market, with continued modest growth in lending volumes, but the 2.8% increase they anticipate is modest compared with the growth between 2005 and 2006, which amounted to 12.5%.”

“Clearly, competition remains fierce among lenders, particularly in an environment in which business volumes are slowing.  It’s no surprise that in our survey 40% of respondents cited competition and business volumes as key issues over the next 6 months.” 

- 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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IMLA membership 2007 

	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

	Dunfermline Building Society
	Heritable Bank








� Responses collected from 28 June-10 August
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What are the key issues facing the mortgage industry in the next 6 months?
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Are you confident about the Brown Government's future policy regarding the housing market?
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What impact have HIPs had on the housing market in terms of prices?
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Expectations for overall gross mortgage volumes FY 2008
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		Buy-to-Let		7		5		7		0		2		21				70		25		0		0		-20		75		3.57

		other (short term prod fin) 1				1		1		1 100% LTV

		4

								Stable

				4%		3%		+1% to		-2%		-4% or more

				or more		to		–1%		to

						2%				-3%

		Over the next quarter		0		11		9		0		0		20				0		27.5		0		0		0		27.5		1.38

				+13%		+12%		+7%		Stable		-3%		-8%		-13%

				or more		to		to		+2%		to		to		or

						+8%		+3%		to		-7%		-12%		more

										-2%

		Over the next year		0		3		12		4		1		0		0		20		0		30		60		0		-5		0		0		105		5.25

		5

				13%		12%		7%		Stable		-3%		-8%		-13%

				or more		to		to		2%		to		to		or

						8%		3%		to		-7%		-12%		more

										-2%

		H2 2007 compared with H1 2007		1		0		6		8		5		0		0		20		15		0		30		0		-25		0		0		40		2.00

				25%		24%		15%		Stable		-5%		-16%		-25%

				or more		to		to		4%		to		to		or

						16%		5%		to		-15%		-24%		more

										-4%

		FY 2008 compared with FY 2007		1		1		5		10		3		0		0		20		15		10		25		0		-15		0		0		55		2.75

		6

				Forecast

		Date		Bank of England Base Rate

						GE		N.I		Heritable		Paragon		Infinity		Chelsea		edeus		GMAC		chl		Beacon		Kensington		npbs		Mortgages plc		Dunfermline		citi		Portman		Rooftop		DB		Wave		Amber

		31-Dec-07				6		6		6		6		6		6		6		6		6		6.5		6		6		6		6.25		5.75		6		6.25		6		5.75		6		6.0263157895		6%				Jul-06		Aug-06		Sep-06		Oct-06		Nov-06		Dec-06		Jan-07		Feb-07		Mar-07		Apr-07		May-07		Jun-07		Jul-07				Dec-07				Dec-08

		31-Dec-08				5.5		5.75		5.25		5.5		5.5		5.5		5		5.5		5.5		5.75		5.75		6		5.5		5.75		6		5.5		6.75		5		5		5.5		5.5789473684		5.50%				4.5		4.75		4.75		4.75		5		5		5.25		5.25		5.25		5.25		5.5		5.5		5.75				6				5.5

		7

		Use of online applications/decisions				1		1		3		2		1		3		3		1		2				3		3		1		1		2		3		3		2		2		3		39

		Use of automated valuations																										2																		2

		Role of packagers												3																				1								2		1		7

		Treating customers fairly				3		2				1				1		1				1								3						2		1		1				2		15

		Retention fees								1		3						2														2														8

		Customer service levels				2		3		2				2		2				3		3				2		1		2		3		3				2				2				30

		Other																		2						1										1				3						7

																				products offered						proc fees										FSA stance on commission payment				Links to Distributor's Systems

		8

		In terms of transaction levels:

		More properties coming on the market		7

		Fewer properties coming on the market have decreased		1

		No change in properties coming on the market		12

		More property sales		1

		Fewer property sales		3

		No change in property sales		16

		In terms of prices:

		Higher prices		1

		Lower prices		0

		No change in prices		18

		Is the Government’s objective to kill off HIPs:

		Yes		10

		No		3

		Don’t know/no comment		6

		9

		Yes		8

		No		10

		Other		1

				not sure govt has a future policy

		10

		Regulation		4

		Competition		10

		Business volumes		6

		Housing market		5

		Government policy		1

		Credit issues		7

		FSA sub-prime review		3

		Product innovation		1

		HIPs		1

		Other (please specify)		3		profitable customer retention

						margin erosion				FTBs

		Product Type

		Mainstream		2.5%

		Heavy Adverse		-1.9%

		Medium Adverse		-1.4%

		Light Adverse		-1.0%

		Self Certification		-1.0%

		Buy-to-Let		3.6%

		H2 2007		2.0%

		FY 2008		2.8%
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The mix of IMLA members' business
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What are the key issues facing the mortgage industry in the next 6 months?



Sheet3

		0

		0

		0



Are you confident about the Brown Government's future policy regarding the housing market?
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Is the Government's objective to kill of HIPs?
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What impact have HIPs had on the housing market to date in terms of properties coming onto the market?



		More property sales

		Fewer property sales

		No change in property sales



What impact have HIPs had on the housing market in terms of property sales?
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What impact have HIPs had on the housing market in terms of prices?
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UK house price expectations over the next quarter
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UK house price expectations over the next year
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Expectations for overall gross mortgage volumes H2 2007
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Expectations for overall gross mortgage volumes FY 2008
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What do you regard as the most important issues affecting the future relationship between lenders and intermediaries?
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Mainstream business volumes overall over the past 3 months
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Heavy Adverse Sub-prime business volumes overall over the past 3 months
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Medium Adverse Sup-prime business volumes overall over the past 3 months
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Light Adverse Sub-prime business volumes overall over the past 3 months
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Self Certification business volumes overall over the past 3 months
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Buy-to-Let business volumes overall over the past 3 months
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Expected Mainstream business volumes overall in the next 3 months
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Expected Heavy Adverse Sub-prime business volumes overall in the next 3 months
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Expected Medium Adverse Sub-prime business volumes overall in the next 3 months
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Expected Light Adverse Sub-prime business volumes overall in the next 3 months
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Expected Self Certification business volumes overall in the next 3 months
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Expected Buy-to-Let business volumes overall in the next 3 months
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Expected Growth in Mortgage Volumes



		





		






