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For immediate release:  21 April 2008

IMLA welcomes the long awaited action by the Bank of England to support the UK mortgage market

The Bank of England’s move to bolster the UK mortgage market with a support package of initially up to £50 billion may have been a long time in the making, but it is welcome, says IMLA, the trade association representing lenders that distribute via the intermediary market.

Peter Williams, IMLA’s executive director, says: “We would have liked action to have been taken more quickly, given the damage that has already been inflicted on the market. However, this move is welcome and should start to ease the logjam in mortgage funding.  It is important that specialist lenders, along with banks and building societies, with AAA rated mortgage backed assets, will be able to swap them against government securities.  That does mean that the facility will be relatively restrictive and that lenders with non-prime packaged assets will not be able to tap this source of funding.  It also can’t be used to support new business, although the general easing of liquidity in the market should have a knock-on effect on the availability of new funds to hard-pressed mortgage customers.”

“The beauty of the arrangement is that it is absolutely not a bail out and lenders will remain responsible for any losses – so avoiding the ‘moral hazard’ that discouraged Mr King from supporting Northern Rock back in September.  Banks will still have to pay for bad credit decisions.  Despite its limitations, we must regard this as a positive step in terms of kick-starting the mortgage industry, and it should reduce negative pressures in the housing market and in the wider economy.” 

- ENDS -

For further information please contact:

Brian Thorn, Director, Wriglesworth

Tel: 020 7845 7900

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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