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For immediate release:  15 January 2008

IMLA calls on FSA to reconsider Retail Distribution Review proposals which ‘border on the irresponsible’ in their potential impact on the mortgage industry

IMLA, the Intermediary Mortgage Lenders Association, has expressed its strong opposition to any implementation of the FSA’s proposals set out in the Retail Distribution Review (RDR) without a proper assessment of their impact upon the UK mortgage market. 

IMLA argues that the RDR proposals for the investment market will also impact upon the mortgage market and for this to be introduced without any evaluation represents ‘market change by stealth’ which could ‘seriously damage a well understood and supported system of intermediary based mortgage sales’.

While it makes clear the RDR is about investment (and not mortgage) products, the FSA does note the potential for read across to the mortgage market, and indeed suggests the market may choose to apply the RDR proposals to other types of business (including mortgages).  IMLA is concerned that this could have damaging consequences on the mortgage market.  The potential for regulatory creep is huge and creates an environment of uncertainty as to the future shape and structure of the mortgage market.

Peter Williams, executive director of IMLA, says: “With respect to the mortgage market, we totally disagree with the FSA’s assessment that commission-based sales lead to bias in the advice provided by intermediaries and lack credibility in the eyes of the consumer.  On the contrary, this is a well established part of modern life, widely accepted and understood by consumers – a point demonstrated clearly in the international comparisons the FSA provides in its annex.  It is not a matter of whether or not commission is paid, but whether there has been a whole of market search, there is transparency in terms of payments and the consumer gets the right product.  MCOB requires this.”

“The reality of the mortgage market place is that churn is as much driven by the consumer’s desire to revisit the market to secure more favourable rates/products as by the broker’s desire to earn a commission.  Overall, we believe the current outcomes for consumers in the mortgage market are generally very favourable.  In short there is no major problem to fix.”

The proposals of the RDR also raise the spectre that we could end up with different regulatory and disclosure regimes for investments and mortgages, even though in many cases the same IFA firms and the same providers conduct both categories of business.  For example, 58% of IFAs also handle mortgage business, and over 3,000 directly authorised firms can give investment and mortgage advice.

Peter Williams continues: “Whether wittingly or unwittingly, the FSA is setting out on a course of divide and rule within financial services.  IMLA believes that having the two types of business differently regulated would be highly undesirable for consumers and costly for brokers”

IMLA calls on the FSA to reconsider its position and recognise that it is wholly inappropriate for the regulator to ‘stand back and watch’ how the mortgage market deals with the implications of the RDR.

In conclusion, Peter Williams says: “Given the current conditions in the mortgage market and the considerable uncertainties that exist, we are convinced that wholesale replacement of the existing commission based system could be disastrous.  While recognising that some reform may be appropriate, we do not accept that the present system is broken.  We call on the FSA to undertake an urgent short term review of mortgage market implications of the RDR, and to bring together mortgage trade bodies and industry experts to evaluate alternative ways forward.”   

– 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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