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For immediate release:  16 July 2008
IT’S TOUGH TO GET A MORTGAGE, SAY INTERMEDIARIES

· 70% of intermediaries say it is more difficult to get a mortgage in the current environment

· Almost two-thirds have been unable to source a loan for certain sub-prime customers, and 55% have been unsuccessful in getting a loan for one or more standard status customers

· 94% say borrowers have had to pay more, and 92% say criteria are more stringent

IMLA’s latest intermediary survey shows just how tough it has become for borrowers in the current market environment, with 70% of respondents reporting that their ability to source a loan is getting worse.  18% said there was no change, while a very small 2% reported that they are finding it easier to get a loan on behalf of their clients.

Not surprisingly, it is harder to arrange a mortgage for non-prime customers than for standard-status ones.  While 45% of brokers reported they have always managed to find a loan for standard status customers, the figure dropped below 34% for sub-prime.

On average, so far this year each broker had 13 clients for whom they were unable to source a loan, with little variation among the different geographic regions of the country.

In most cases, they were unable to source a mortgage for a small number of customers (five or fewer), but 12% of them reported being unable to arrange a loan for 11 or more standard status borrowers; for 8% of them, the number of cases exceeded 20.

Asked to quantify to what extent borrowers are paying more or are affected by more stringent underwriting criteria, a huge 94% reported that cost has risen and 92% said criteria are tighter.  This is true in all parts of the country, although the position is slightly more acute in the North, Scotland and Northern Ireland, where almost 97% said criteria were more stringent, and slightly less so in the South East where the figure was below 90%.

Other issues of concern to intermediaries were: the practice of some lenders offering better rates directly to borrowers (mentioned by 18 of them); rising costs and fees (9 mentions); and clients staying with existing lenders, and processing delays (both 6 mentions).

IMLA’s executive director Peter Williams says: “We all know this is probably the most difficult market we have seen for a generation.  The survey helps us to quantify the extent of the problem and the experiences of brokers in helping their customers to find a suitable loan.”

“Seven out of ten of them report it is more difficult to source a loan, with borrowers with a poor credit history more tricky than standard status.  Well over 90% of them report that borrowers are paying more and facing stricter underwriting criteria.”

“In this difficult market environment, customers are struggling to find a loan either direct from a lender or via an intermediary.  They need good advice and all the help they can get just to source a loan.  The role of the intermediary has never been more important.”

“It also underlines how important it is that the government and the authorities act quickly to help ease the liquidity problems in the mortgage market. There is a real danger that they take the view the market will correct itself or that we wait till the Crosby review reports in the late autumn. The reality is that action is needed now not just for the sake of the mortgage market but because of the growing impact on the wider economy and the recessionary threats it contains. In addition, compared to the last market downturn in 1991-1993 the government’s housing market interventions to date are modest  and it must now consider stronger intervention there and in the mortgage market. Delay will result in the final cost being much higher”.  
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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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