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For immediate release:  1 August 2008

INTERMEDIARIES EXPECT MARKET TO SHRINK OVER NEXT YEAR AS HOUSE PRICES EASE

       Intermediaries predict mortgage volumes will fall by around 6% over the next 12 months 
       Roughly half (49%) think house prices will fall and fewer (43%) that they will remain stable.  
       But intermediaries’ relationships with lenders remain good, with generally high levels of satisfaction over service and growing use of technology

The most recent intermediary survey conducted by IMLA reveals that brokers anticipate that mortgage volumes will contract slightly over the coming 12 months, while just under half expect house prices will fall.

A majority of respondents believes business levels will be broadly stable or will decline by up to 10%.  On average, volumes are expected to fall by 5.9%.  Business is predicted to be slightly more affected in the North, Scotland and Northern Ireland, while the Midlands, West and Wales will decline to a lesser extent.

Broker responses reflect local conditions. In terms of house prices, only around one broker in thirty expects house price inflation to continue, while 43% think prices will remain stable over the coming 12 months.  A larger percentage of 47% said house prices would decline.  However, the findings were marginally more positive than at the beginning of 2008, when more than half thought prices would fall and less than 40% said they would remain stable. Respondents in the South East were somewhat more bullish, with just under 44% predicting prices would decline, compared with 50% or more in other parts of the country.

Asked about the level of service provided by lenders and use of technology, respondents responded positively in most categories.  Lenders scored most highly in terms of: speed in providing an approval-in-principle, with 60% saying service was excellent or good; general friendliness and helpfulness, where the approval rating was also almost 60%; and knowledge of mortgage products, with a score in excess of 50%.  Not surprisingly perhaps, lenders fell down on sensitivity to personal circumstances, with only around 20% of brokers rating the service as excellent or good.  This no doubt reflects the overall difficulty of placing more difficult cases with non-standard features in today’s challenging mortgage market.

Technology continues to play a steadily increasing role in the dealings between intermediaries and lenders.  65% of cases are currently submitted online, and brokers expect this to increase to 74% in 12 months’ time.  The South East sees greater use of technology but even in the North, Scotland and Northern Ireland 70% of cases are expected to be handled online within 12 months.

Peter Williams, Executive Director of IMLA, comments: “The findings of the survey show intermediaries as realistic but not unduly disheartened.  They recognise that mortgage volumes will be lower in the year ahead than they have been in the past and that they need to adjust their business models accordingly – for example relying on technology to a greater extent to handle applications.  House prices are expected to see a modest correction, but in the absence of forced sellers in the market place, they do not anticipate a major collapse in property values. These more positive perceptions contrast with the more negative commentary that currently dominates the market and reflects the fact these are locality based views. ” 

“In the current market place, it remains essential that intermediaries continue to work to provide high quality support to their customers by providing appropriate advice and helping them search the market and secure the mortgage or remortgage they require.  Going forward this is going to be ever more important.” 

- ENDS -

For further information please contact:

Brian Thorn / Sarah Davidson, Wriglesworth                              Tel: 020 7427 1400

NOTES TO EDITORS 

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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