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For immediate release:  6 September 2007

Lenders Bank on Rising House Prices and Falling Interest Rates in 2008

House prices are expected to continue to rise modestly, according to the members of the Intermediary Mortgage Lenders Association, while interest rates will peak by the end of 2007 and fall back next year.  These findings represent the consensus view of respondents to IMLA’s recent survey of members.

55% of IMLA members think that house prices will see a rise of around 2%-3% over the next quarter, with the remaining 45% expecting them to remain broadly stable.  The average percentage rise expected by IMLA members is 1.4%.

Over the next year, 75% of IMLA members expect house prices to rise by between 3% and 12%, while 20% say they will be stable.  Only a small minority of 5% expect price falls, of up to 7%.  On average, intermediary lenders expect prices to rise by around 5.3% over the next year.
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Peter Williams, executive director of IMLA, comments: “Our members expect the housing market to cool significantly over the coming year, but not to go into reverse.  The house price inflation they expect, of just over 5%, is around half the level registered over the past year by Halifax and Nationwide.  But, importantly, only a small minority of IMLA members – just one out of twenty – think that house prices will fall over the coming 12 months.”
Intermediary lenders also have a generally positive view on interest rates, reflecting their relatively benign viewpoint on house prices – although there was some variation in respondents’ views.  While the majority of lenders agreed that rates would peak at 6% by the end of 2007, two said they thought they would be at 5.75% and one expected Bank of England base rate to reach 6.5% by year-end.  The consensus view is that they will average just over 6% in December.

Looking into 2008, the vast majority of lenders predicted that Bank of England base rate would end the year lower than at the end of 2007 – although two lenders expected a rise (from 5.75% to 6% in one case, and from 6.25% to 6.75% in the other).  One respondent expected rates to be unchanged at 6%.  On average, IMLA members expected base rate to fall from 6.03% in December 2007 to 5.58% one year later.
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Peter Williams says: “There is some divergence of opinion, but lenders are basically sanguine regarding the interest rate environment. Overall, they expect the Bank of England to implement one more rate rise, to 6% by year-end, and then they should start to come down.  The good news for consumers is that by the end of next year, intermediary lenders expect rates to be at a lower level than they are now, and house price inflation will have cooled significantly.”           

- 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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	Accord Mortgages
	Leeds Building Society

	Advantage Homeloans
	Lehman Brothers

	Allied Irish Bank (GB)
	London Mortgage Company

	Amber Homeloans Limited
	Money Partners Limited
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