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For immediate release:  30 April 2008

Economy will slow, but lenders expect UK to avoid recession

Lenders and intermediaries agree the economy will continue to slow, but respondents to IMLA’s latest member survey think the UK will avoid a full-scale recession.

With GDP growth slowing to a three-year low of just 0.4% in the first quarter of 2008 (down from 0.6% in Q4 2007), some commentators have suggested the UK is heading for a recession.  However, the majority of lenders believe the economy will either continue to achieve positive growth every quarter or there will be a maximum of one quarter of falling GDP.  44% of respondents think we may see two quarters of negative growth, but none of them expects a full-blown recession over a sustained period of time.

Intermediaries agree that the mortgage market is becoming less positive, with almost eight in ten saying conditions are getting worse, although two in ten say they are unchanged.    A handful of optimists said things are getting better.

The South East’s brokers were markedly more positive about the outlook than those in other parts of the country.  There, around 22% said conditions remain unchanged, compared with only 16% in other regions.

Peter Williams, IMLA’s executive director, says: “Times are tough in the mortgage market, but key participants in industry remain confident that we can steer clear of an all-out recession.  There are also pockets of greater optimism – surprisingly enough, in the South East, for example.”     

The outlook from lenders and intermediaries comes on the back of forecasts that house prices that will fall by rather less than many housing market pundits have predicted.  According to the lender panel, house prices will fall by an average of 2.8% over the coming year, and as house prices fall and consumers’ finances come under greater pressure, the majority of lenders anticipate that arrears and possessions will rise slightly.  Among intermediaries, just under half (47%) expect house prices to decline, but a surprisingly large proportion (43%) anticipate stable prices while just over 3% think prices will rise.  Again, the outlook is more favourable in the South East than in other regions, with an above average proportion of respondents (47%) expecting stability and a smaller proportion (44%) anticipating falls.

Amid the slowing economic conditions, lenders predict that interest rates will continue to ease.  The majority of respondents expect Bank of England Base Rate to be 4.75% by year end, although one thought it would be as low as 4.25%.  They also expect the spread between Base and Libor to contract to around 30 bp by end 2008 – the lowest it has been for some months.

Peter Williams concludes: “We are in a phase of readjustment in the markets, but that doesn’t mean we’re heading for a house price collapse or a recession.  We need to see more liquidity in the money markets, and the Bank of England’s action in cutting Base Rate and in providing the £50 billion swap facility is a good start.  Lenders need to see an easing of the logjam in the wholesale markets, and through concerted action by the Tripartite authorities I would hope we will see an improvement in conditions and in the availability of mortgages as the year progresses.”

- ENDS -

For further information please contact:

Brian Thorn, Director, Wriglesworth

Tel: 020 7845 7900

NOTES TO EDITORS 

IMLA polled its members in Q1 2008 and the findings represent the responses of 47% of its membership.  503 intermediaries responded to the Intermediary survey in March 2008.

IMLA 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.

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.

More information can be viewed at the IMLA website www.imla.org.uk.
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IMLA membership 1 November 2007 

	Accord Mortgages
	Intelligent Finance

	Advantage Homeloans
	Kensington Mortgage Company

	Allied Irish Bank (GB)
	Leeds Building Society

	Amber Homeloans Limited
	Money Partners Limited

	Bank of Scotland
	Mortgage Express Limited

	Beacon Homeloans Limited
	Mortgages plc

	Birmingham Midshires
	Nationwide Specialist Lending

	Bristol & West plc
	Norwich & Peterborough Building Society

	Chelsea Building Society
	Paragon Mortgages Limited

	CHL Mortgages
	Platform Home Loans Limited

	db mortgages   
	Preferred Mortgages Limited

	Dunfermline Building Society
	Rooftop Mortgages Limited

	Edeus
	Southern Pacific Mortgages Limited

	Future Mortgages Limited
	Standard Life Bank Limited

	GE Home Lending Limited
	The Mortgage Business plc

	GMAC-RFC Limited
	The Royal Bank of Scotland plc

	Halifax Intermediaries
	Wave Lending Limited

	Heritable Bank
	West Bromwich Building Society

	Infinity
	

















