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For immediate release:  4 January 2008

‘No logical justification to talk ourselves into recession’
 IMLA points to some positive features in the Bank of England’s Credit Conditions Survey

With many commentators publishing housing and mortgage market predictions for 2008, the overall tone has been negative and IMLA believes there is a real danger of this feeding a spiral of worsening sentiment.

Although the latest Bank of England Credit Conditions survey gives a relatively downbeat picture, there are some positive features, as IMLA’s Executive Director Peter Williams explains: 

“Demand for secured loans has remained buoyant, and indeed demand for buy-to-let and other (non-prime) loans actually exceeded expectations overall.  This suggests that despite the uncertainty of the credit squeeze and the consistently negative tone of the media, British consumers are still confident enough to want to borrow, partly because they take a longer term view.”  

“While the survey indicated a weakening in demand for house purchase it showed increased demand for re-mortgaging.  Similarly, while the recent FT survey of 55 leading economists was seen to offer a fairly gloomy view of the future – it is worth noting that only 13 saw the UK housing market as a major risk to economic stability in 2008; only 10 thought a house price correction might exceed 10%; and only the same number felt it would severely impact upon the broader economy.”  
 

“Equally positively, we have seen the cost of 3 month LIBOR coming down partly reflecting the Bank interventions before Christmas. Although the volume of interbank lending at this price remains small, we should expect to see the market ease over the next few months. With the potential for further intervention by the Bank and a base rate cut we should begin to see the cost of borrowing stabilise and fall – which in turn will help the underlying demand for borrowing.” 
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“While lenders do expect an easing of demand for loans next quarter – we don't see British consumers throwing themselves off Beachy Head.  We could easily talk ourselves into recession, and we see no logical justification for that. What we are seeing is a correction from record levels of lending and the underlying fundamentals of this market remain very strong." 
Peter Williams is available to comment on topics related to the lending industry or housing market.

– 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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