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WHAT’S NEW? 
 

House prices climb again. House prices are 2.6 per cent higher than they 

were a year ago, according to the latest Halifax House Price Index. The 

average UK house price is now £222,293 after property values climbed 1.1 

per cent between July and August 2017. (Source:www.mortgagestrategy.co.uk) 
 

Mortgage numbers increase despite lack of property supply. 

Mortgage transaction numbers are at their highest level since March 2016, 

with 104,760 recorded between June and July. It is the seventh consecutive  

month sales have exceeded 100,000. Halifax says a lack of supply of home for sale has constrained market activity. Stock 

levels on estate agents’ books are near an all-time low and new instructions have fallen for the 17th month in a row. 

(Source:www.halifax.co.uk) 
 

The Bank of Mum and Dad (BOMAD) continues to grow in importance. The BOMAD has proved essential in helping 

young people take their early steps onto the housing ladder. Legal & General’s (L&G) new research on the BOMAD, 

published in conjunction with the Centre for Economics & Business Research (Cebr), underscores the huge role of families 

in an overpriced, under-supplied housing market. The research reveals how parents, family and friends will lend over £6.5 

billion in 2017. The BOMAD is now on a par with the 9
th
 largest mortgage lender in the UK and will be involved in 26% of all 

property transactions that take place in the UK market this year (Source:www.trustpms.co.uk) 
 

Landlord tax hikes push rents up in July: The average rent in England 

and Wales was £874 in July, according to the latest Your Move buy-to-let 

index. Your Move director Richard Waind says: “We are now starting to see 

the real impact of the government’s Stamp Duty revision, plus the additional 

tax changes which have hit landlords hard. “The outcome has been a 

decline in the number of rental properties on the market and this has had 

the effect of pushing up prices for tenants.  (Source: www.your-move.co.uk) 
 

Mortgage approvals pick up in July. Mortgage and remortgage approvals 

showed good growth in July after three flat months, according to the latest 

 

figures from the Bank of England. LMS chief executive Andy Knee says: “Remortgage approvals soared to their highest level 

this year as competitive deals offered by lenders enticed homeowners to make the switch.  (Source:www.whatmortgage.co.uk) 
 

Second steppers looking to move up the property ladder are finding it more difficult than getting on in the first 

place. According to Lloyds Bank a quarter of first-time homeowners looking to move up the property ladder find it harder 

than buying their first home. Andrew Mason, mortgage product director at Lloyds Bank, said: “Moving up the property ladder 

has become more challenging for Second Steppers in recent years. The rise in house prices and moving costs, along with 

how difficult it is to find the right property means that they’ve had to wait longer than anticipated or even put off their move 

entirely until the right property comes along. (Source:www.whatmortgage.co.uk) 



 

MANY ECONOMISTS DO NOT EXPECT UK INTEREST RATES 

TO RISE UNTIL 2019  

Many economists do not expect interest rates to rise until 2019 despite 

inflation remaining above target, according to a BBC snapshot. They believe 

that the Bank of England's Monetary Policy Committee (MPC) will be reluctant to 

raise rates during Brexit negotiations. 
 

In June, three MPC members voted for a rate rise - the first time since May 2011 

that so many had wanted to tighten policy. However, Mark Carney, the Bank 

governor, said in his Mansion House speech in late June that "now is not yet the 

time" to start raising rates once more 
 

ECONOMISTS PREDICTIONS 
 

Name Company Raise rates 

Stuart Green Santander GCB Not before 2019 

Economists Morgan Stanley Not before March 2019 

Andrew Goodwin Oxford Economics 3rd quarter 2019 

Fabrice Montagne Barclays At least 2019 

Howard Archer EY ITEM Club Late 2018 / early 2019 

Michael Lee Cambridge Econometrics 2nd / 3rd quarter 2018 
 

 

 

 

 

 

 

How do higher interest rates curb inflation? 

• Borrowing becomes more expensive, meaning 

consumers have less to spend, so some prices are less 

likely to increase 

• The cost of some mortgages rises, reducing disposable 

income 

• Higher interest rates also encourage saving, rather than 

spending 
 

 

 

 

 

 

HINTS AND TIPS FOR THE FIRST TIME BUYER  

Applying for a mortgage and buying a property for the first time can be a 

rollercoaster ride for borrowers. These useful hints should help make the 

experience more of an easy ride. 
 

Keep your House in Order: The first step for any first time buyer is to get 

their finances in order. Save sufficient deposit: With the average UK house 

price for first time buyers at around £205,000, average deposits are 

approximately £32,000.  
 

Check your affordability: Affordability is key and a reduction of a couple of hundred pounds in monthly outgoings can make 

a big difference. Many lender’s have online affordability calculators which can give an indication of their lending potential. 
 

Maintain a good credit score: A credit check is a good way to check financial health before applying for a mortgage. Many 

credit reference agencies (e.g. Equifax, Experian, Noddle & Clear Score) offer a facility where you can register and 

download your full credit report. Seeing that you keep up with any existing credit commitments is essential for potential 

lenders. 
 

No Stone Unturned: Review a full product range along with lending schemes. Your mortgage broker will be able to explain 

the benefits of schemes such as Shared Ownership and Help to Buy. Generally, the higher the deposit the borrower can 

save, the cheaper the mortgage rate. One potential avenue for borrowers to explore could be borrowing money from parents 

for a deposit, or having them jointly apply for the mortgage. 
 

Calculate Hidden Extras: As well as a deposit and mortgage repayments, borrowers will need to be able to cover the cost 

of extras, such as legal fees, survey fees, Stamp Duty Land Tax, mortgage application and adviser fees along with actual 

moving costs. 
 

Buying a house is one of the most stressful things a person can do, but a little pre-planning can go a long way in eliminating 

some of the pressure  (Source:www.trustpms.co.uk) 

 



 

FINANCIAL WATHDOG CONSIDERS BRINGING BACK 

RETIREMENT INTEREST-ONLY MORTGAGES 
 

The UK financial watchdog is considering proposals on whether older 

borrowers should be allowed to take out interest-only mortgages. The 

FCA is consulting on the reintroduction of interest-only mortgages for the 

elderly which run until the borrower’s death or when they move into residential 

care. Customers will still have to be able afford the ongoing interest payments, 

but loans will ultimately be repaid through the sale of the property. 
 

  
The FCA said: “Retirement interest-only mortgages have significantly different risks compared to lifetime mortgages. In 

particular, they do not feature the roll-up of interest, meaning that consumers are not at risk of rapid equity erosion and the 

subsequent reduction of funds available for a bequest.” 
 

Charlie Blagbrough, policy officer at the Building Societies Association, said: “For some customers, sale of the property on 

death or moving into residential care may well be an appropriate capital repayment vehicle. If they have sufficient retirement 

income to meet affordability from a pension, rental properties or other sources to service the interest on the mortgage rather 

than rolling it up, then this product offers a great solution. 
 

The consultation is open until 1 November.  (Source:www.whatmortgage.co.uk) 
 

 

 

INCOME PROTECTION – WHAT IS THE REALITY? 
 

UK employment levels are at record highs, yet at the same time more of us 

are unable to work due to illness. The average family would have to cut their 

household expenditure by 48% to survive on Employment and Support 

Allowance, and the average length of an Income Protection claim is over four 

years. 
 

The reality: Aviva’s latest Protecting our Families report found only 13% of 

UK parents (with dependent children) currently have an Income Protection 

Policy yet, nearly half (45%) could not support their lifestyle for a month if the 

main breadwinner was unable to work.   
 

The report also highlighted that families spend an average of £2,606 per month, and with the amount of state benefits 

available being capped, keeping up mortgage payments and other household costs would not be feasible without additional 

cover in place. 
  

Income Protection vs Critical Illness: The top two reasons why customers claimed on Aviva’s individual Income Protection 

in 2016 were  Psychiatric conditions - 30%   |   Musculoskeletal conditions - 28% 
 

In the majority of cases, customers would not be able to claim on their critical illness policy for psychiatric and 

musculoskeletal conditions, however, they may still be unable to work and would likely therefore face a loss of income. 
 

 

Speak to your mortgage advisor about your potential risks or visit the Prospect Mortgage Services website 

(www.prospectmortgage.co.uk) and complete the Protection Risk Reality Calculator for more information.   

(Source:www.trustpms.com) 
 

 

 

 

 

Contact Us:  
Telephone:  +44 (0) 1983 616666  |  Email:  info@prospectmortgage.co.uk 

Address:  Prospect Mortgage Services Ltd | The Old Piggery | Cheeks Farm | Merstone Lane 
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