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For immediate release:  6 November 2007

‘A realistic view of the market is needed, says IMLA’

As the pundits gaze into their crystal balls and predict what’s set to happen in the UK’s housing and mortgage markets in 2008, IMLA takes a business perspective seeking to separate the wheat from the chaff. This means a realistic take on how far the market has gone up in recent years and how much it might go down.  

House prices

A number of commentators have now offered their predictions regarding the trend of house prices in 2008, with the most optimistic forecasting average price rises of 3% and more cautious observers saying they will be flat or may decline slightly.

IMLA’s Executive Director Peter Williams comments: “We can see that even the most upbeat commentator expects prices to rise by no more than 3% on average, broadly in line with inflation – so at best prices would be virtually flat in real terms. Other opinions suggest that we may see a fall in real property values, ie, that is taking inflation into account as well.   The fact remains that house price inflation will, as always, be uneven across the country, so though we can expect properties in good locations still to increase in value (both actual and real terms) there may be localised falls. Indeed press reports suggests this has already happened even in favoured locations such as Winchester, though we must recognise this is on the back of exceptional increases over the past few years (over the three years since September 2004, house prices in England and Wales have risen on average by 23%). In reality only someone who has bought at the top of the market will be significantly impacted by this slow down.”

Selected house price forecasts for 2008
	Source
	Forecast for 2008

	Knight Frank
	+3%

	Hometrack
	+1%

	Council of Mortgage Lenders
	0

	Capital Economics
	-3%

	ITEM club
	‘prices may stall’

	Nationwide
	‘expect market to slow’


Credit quality

A significant pick-up in arrears and possessions is generally expected to emerge in the full year 2007 figures on the back of 14,000 possessions in H1 2007 (up 30% on H1 2006) – though encouragingly the third quarter court order data show only a modest increase. For 2008, the CML is forecasting a 16% increase in 3 month or more arrears (to 170,000) and possessions are predicted to rise by 50% in 2008 to 45,000 – albeit from a very low starting point.   

Peter Williams says: “Although most lenders are experiencing a clear increase in arrears and possessions, it is from a very low base.  Even with these forecast increases, only 1.42% of all loans would be 3 months or more in arrears, and 0.38% of loans in possession. Looking back at 1991 repossessions were running at over 75,000 in the year and almost 0.8% of mortgages. We are a long way from that, even in 2008.”   

Business volumes

In terms of volumes, although mortgage lenders have seen a drop in business over the past 2 months and are preparing for the scenario that volumes will be depressed for at least the first half of 2008, the forecast volumes are still considerably higher than any years other than 2006 and 2007.

“Lenders are preparing for the likelihood that business will remain depressed throughout much of 2008, with less mortgaging activity and an increase in the proportion of remortgaging.  The CML expects a 5.5% decline in mortgage volumes in 2008 relative to 2007 – which itself was a record year. Even a more pessimistic 10% decline would still see volumes considerably higher than in 2005 and 2004. We have to recognise where we have come from in market terms. We have been up at peak levels, so some easing is perhaps inevitable.”

Wider outlook

While the mortgage and housing markets could be impacted, positively or negatively, by a number of external factors that remain unclear, the fundamentals remain broadly positive, not least due to the imbalance between supply and demand for homes and the inadequate level of new build activity over many years.  

“According to Nationwide, consumer confidence edged up slightly in September although GFK’s index fell marginally.  Retail spending does not seem to have been dented to any significant extent, and the Bank is taking the view that there are significant upside pressures in the economy alongside the more negative evidence.  While the Bank of England has increased interest rates five times so far, borrowing costs continue to be at historically fairly low levels and we have now moved from expectations of rate increases to rate falls, perhaps early in 2008..”

“The housing and mortgage markets are likely to remain flat in 2008, and some borrowers will be squeezed by payment shock as their mortgages are re-priced based on higher money market and swap rates. Without doubt, there are some clouds on the near horizon but IMLA’s view is that, if the market correction gathers pace in the way some pundits suggest, then we should expect firm action by the Bank of England to support the financial markets, provide liquidity and, if necessary, cut rates to protect confidence and help the markets recover over the medium term.”

IMLA is currently polling the views of its members regarding future expectations of the market and will report further within the next two weeks.

Peter Williams is available to comment on any 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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IMLA membership 2007 

	Accord Mortgages
	Leeds Building Society

	Advantage Homeloans
	Lehman Brothers Mortgage Capital

	Allied Irish Bank (GB)
	Money Partners Limited

	Amber Homeloans Limited
	Mortgage Express Limited

	Bank of Scotland
	Mortgages plc

	Beacon Homeloans Limited
	Norwich & Peterborough Building Society

	Birmingham Midshires
	Paragon Mortgages Limited

	Bristol & West plc
	Platform Home Loans Limited

	Chelsea Building Society
	Preferred Mortgages Limited

	CHL Mortgages
	Rooftop Mortgages Limited

	db mortgages   
	Southern Pacific Mortgages Limited

	Dunfermline Building Society
	Standard Life Bank Limited

	edeus
	The Mortgage Business plc

	Future Mortgages Limited
	The Mortgage Works

	GE Home Lending Limited
	The One Account Ltd

	GMAC-RFC Limited
	The Royal Bank of Scotland plc

	Halifax Intermediaries
	UCB Home Loans

	Heritable Bank
	Wave Lending Limited

	Intelligent Finance
	West Bromwich Building Society

	Kensington Mortgage Company
	


