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Welcome to the 
latest update from 
our Mortgage Advice 
Service.

For many individuals and families, 
the largest financial commitment 
they will make over their lifetime 
is buying property. Not taking 
the right advice could prove 
very costly. Our experienced 
mortgage advisers provide 
a service that can save you 
time and help to secure your 
financial future. 

We advise clients with a wide 
range of situations and needs, 
from first-time buyers climbing 
onto the first rung of the property 
ladder, to experienced buy-to-let 
landlords refinancing their  
property portfolios.

Your home may be repossessed 
if you do not keep up repayments 
on your mortgage.

You should be aware that 
not all buy-to-let mortgages 
are regulated by the Financial 
Conduct Authority (FCA). This 
means that if you choose to take 
up such a mortgage, you will 
not have the means of redress 
offered for regulated mortgage 
contracts in the event that you 
should have any complaints.

Our fee is payable on application 
and is a minimum of £250 up 
to a maximum of 1% of the 
mortgage amount.

If you have any enquiries please 
contact on 03442 640 705 or 
mas@closebrothers.com.

Lending into retirement

Lending into later life is a subject rising 
in prominence within the lending 
community, intermediary marketplace, 
the regulator and even in government 
circles. Although this has long been an 
area of opportunity, it is one from which 
lenders have historically shied away, 
mainly due to a mix of complexity, risk, 
and regulatory boundaries. 

For these reasons many would-be 
borrowers have instead turned to Equity 
Release or Lifetime Mortgages as a 
means of borrowing during retirement. 
Forward strides have been made 
within this sector, with product ranges 
growing in variety and interest rates 
falling, however they are still notably 
more expensive than conventional 
mortgages.

In an effort to broaden product 
choice in the later-life lending sector, 
the Financial Conduct Authority now 
treats Retirement Interest Only (RIO) 
mortgages as standard mortgages, 
instead of being regulated under Equity 
Release rules. This factor, among 
others, has resulted in several lenders 
adding RIO mortgages to their offering. 
With this in mind, let’s take a brief look 
at some of the basics surrounding this 
type of lending.

What is a RIO mortgage?

Simply put, a RIO mortgage is an 
interest-only mortgage that either has 
no specified end date, or one a very 
long way in into the future (so as to be 
highly unlikely that it will be reached). 
The borrowed capital sum will typically 
require repayment in the event of one of 
the following:

• A sale of the property

• The homeowner having to move into 
residential care

• The individual finding alternative 
accommodation, such as moving in 
with family

What are the benefits of RIO 
mortgages?

The main benefit is flexibility - borrowers 
are able to make overpayments with no 
penalties. They can also make regular 
overpayments by increasing monthly 
direct debits or make a lump sum 
payment to help decrease the amount 
of interest they pay. In addition, paying 
the monthly interest payment means 
the amount borrowed will not increase 
(as can be the case with some Equity 
Release products).

Borrowing into retirement is definitely 
becoming more commonplace, 
as demonstrated by recent figures 
published by Moneyfacts. They 
confirmed that the average maximum 
age for mortgage borrowers across all 
lenders in 2015 was 67 years old. Today 
it is 78 years old.

Many brokers have lauded the 
advances made. We live in an ageing 
society - the UK currently has 11.6 
million people aged over 65, and by 
2034 it is estimated that this figure will 
rise to over 17 million. This new wave of 
products is likely to give hope to many 
who may have otherwise struggled to 
get a home loan - especially those who 
took out endowment mortgages where 
the maturity value is insufficient to clear 
the loan.

Building Societies Association (BSA) 
policy adviser, Charlie Blagbrough 
said: “Over the past few years we have 
seen the mortgage market waking up 
to the realities of an ageing population. 
Housing wealth is increasingly 
concentrated in the hands of older 
people, and they are becoming a larger 
part of the population, so it makes 
perfect business sense for lenders to 
serve this demographic… traditionally, 
housing attitudes have tended to favour 
paying off the mortgage before entering 
retirement, and while this is still good 
advice for some, others may want to 
draw on their housing wealth for any 
number of reasons.”
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The growing attraction of long term rate certainty

The availability of ten-year fixed rate 
mortgage products has increased 
significantly over the past five years, 
according to data from Moneyfacts. 
There are now 150 different ten-year 
fixed rates available in the marketplace, 
which is in stark contrast to the 16 that 
were available in January 2014, and 
even to the 89 that were on offer this 
time last year. Over the past five years, 
the average ten-year fixed rate (taking 
account of all lenders and loan-to-value 
bandings) has also fallen by 1.56% to 
stand now at 3.05%.

Darren Cook, finance expert at 
Moneyfacts, said: “In times of 
uncertainty, a decade-long fixed 
mortgage could be a safe-haven 
for borrowers looking to secure 
their mortgage payments over the 
longer-term. As consumers prepare 
themselves for another potential base 
rate rise this year, their thoughts will be 
on how to safeguard themselves from 
any increase in interest rates…Despite 
lenders in the longer-term market 
demonstrating competitiveness and 
variety to attract borrowers’ attention, 
it’s unavoidable that they must factor 
in longer-term fluctuations and higher 
SWAP rates. This means ten-year fixed 
rates are still typically higher than those 
found in the more popular two and five-
year fixed rate markets.”

Within our Mortgage Advice service we 
have seen a spike of interest in ten-
year fixed rates, as our clients seek out 
longer-term security for their mortgage 

borrowing and resulting monthly costs. 
Having certainty of budget for such 
a long period can also come with 
a serious potential disadvantage - 
namely the associated early repayment 
charges. Without the aid of a crystal ball 
it is potentially very difficult for clients to 
picture whether they will want to remain 
in the same property (or even remain 
together with their partner) over such a 
long period of time. Breaking free from 
the mortgage is likely to come with a 
costly penalty fee.

Darren Cook continued: “Borrowers 
must also be aware that ten-year fixed 
rate mortgages are often accompanied 
by hefty redemption penalties, which 
require a borrower to be tied into the 
deal for the full length of the term. 

However, currently 84% of the ten-
year fixed rate deals on the market 
offer a porting option for those who 
wish to move home during this period, 
resuming the mortgage on the same 
terms with the new property”.

Now more than ever, with Brexit 
potentially just a few weeks away (at 
the point of writing) and politicians 
still divided on how best to deliver it, 
homeowners are craving certainty. 
Lenders are clearly attuned to this need 
and are obliging with their improved 
product ranges. However, it should be 
understood that taking on a ten-year 
fixed rate mortgage requires a lot of 
careful consideration to ensure it is the 
right choice for the individual borrower’s 
unique circumstances, because a lot 
can and will change in the next ten 
years.

As well as offering new types of 
mortgages, many lenders have upped 
the maximum age they lend across their 
mortgage range over the previous few 
years. BSA data reveals there are 34 
societies that will now lend to age 80 or 
beyond, up from 18 in 2015. The BSA 
have also reported that the proportion 
of residential mortgages sold that will 
mature when the borrower is 65 or over 
has increased from 32 per cent in the 
six months of 2015, to 41 per cent in the 
same period this year.

Intermediary Mortgage Lenders 
Association director, Kate Davies 
has commented on the latest 
developments: “We have found that 
many retirees’ homes are worth as 
much or more than their pensions, and 
both elements need to be considered 
as part of a wider retirement plan… 
changing demographics and socio-
economic pressures mean it’s 
likely later-life lending will become a 
significant growth area.” 

In summary, for those who are in or 
near to retirement, lending options 
have increased significantly over recent 
years and could be a viable option for 
many to consider. For more information 
please contact the Mortgage Advice 
Service.
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Regional divide in house price growth

New forecasts from Savills predict UK 
house prices will rise on average by 
14.8% between 2019 and 2023. As 
is always the case with national data, 
it masks some significant regional 
variations.

The North West tops the table with 
projected growth of 21.6%, whereas the 
South East and East is expected to lag 
behind with anticipated growth of 9.3% 
over the same period. London itself 
is predicted to rise by only 4.5% yet 
some of the more prime areas will do 
better - such as central London which 
is expected to rise by 12.4%.

Savills also expect a stabilisation in 
housing transactions, with first-time 
buyer and cash buyer numbers being 
the most resilient. They also expect 
rents to rise by 13.7% nationally over the 
same period, with London rents rising 
by as much as 15.9%.

Lucian Cook, Savills head of residential 
research, said: “Brexit angst is a major 
factor for market sentiment right now, 
particularly in London, but it’s the legacy 
of the global financial crisis – mortgage 
regulation in particular – combined with 
gradually rising interest rates that will 
really shape the market over the longer 
term….That legacy will limit house price 
growth, but it should also protect the 
market from a correction.”

Transactions, rather than house prices, 
are often seen as the ultimate measure 
of market strength.  Sales volumes have 
fallen by only 6.9% since the Brexit vote 
to 1.145 million, and Savills have taken 
this data as a demonstration of the 
resilience of our housing market.

The firm expects this figure to decrease 
by a further 1% over the next five years. 
They also expect the composition of 
the housing sector between ownership 
and renting to continue to rebalance, 
with mortgaged Buy-to-Let investor 
purchases falling by a further 23%.  This 
will add to upwards pressure on rents, 
particularly in London, as investors look 
to lower value, higher yielding markets.

London house prices have risen by 
72% over the past ten years, which is 
significantly more than any other region 
of the UK. The average home buyer 
with a mortgage now pays just under 
£429,000 which requires a household 
income of almost £76,000 (which is 
58% higher than the UK average).  Even 
with borrowing at over four times that 
income, these households still need 
a deposit of £123,000. Despite these 
costs, the UK’s capital is expected to 
remain an attractive place to live, work 
and own residential assets, supporting 
12.4% price growth in prime central 
London by the end of 2023.

Over the last ten years prices have risen 
in the North of England by just 1.9% 
however Savills are now predicting that 
the tables will turn, with the highest 
price growth set to come from the lower 
valued regions.  

The Midlands, the North of England, 
Yorkshire and Humberside, Scotland 
and Wales all have the capacity for 
borrowing to increase relative to 
incomes, even allowing for higher 
interest rates, and this will support price 
growth ranging from 17.6% to 21.6% 
across these regions. Key regional 
economies – most notably the metros 
of Manchester and Birmingham – have 
the capacity to outperform their regions 
attracting both local and investor 
buyers.

Wales is expected to perform in line 
with the Midlands, however it is a 
hugely diverse market.  There may be 
increased housing demand crossing 
over from Bristol once the Severn 
bridge tolls are abolished. Scotland is 
already performing strongly and has 
recently returned to the pre-Credit 
Crunch peak. Growth is particularly 
strong in Edinburgh and Glasgow, 
which have respectively seen prices rise 
8.9% and 7% over the past year.

Support for the Bank of Mum and Dad

The Building Societies Association 
(BSA) have recently published a 
raft of recommendations as to how 
the mortgage industry can support 
the Bank of Mum and Dad in their 
endeavours to help first-time buyers 
onto the property ladder. They have 
called for more innovative products 
to be created to enable parents and 
grandparents to loan or gift money to 
family members who are would-be 
home owners. The BSA also wants 
building societies to provide clearer 
communication to help explain all the 

options, and it wants regulatory and tax 
barriers to be broken down.

The BSA’s report recognises the 
contributions of the Bank of Mum and 
Dad to date, highlighting the billions 
of pounds that have been gifted and 
lent to help younger homebuyers 
climb onto the housing ladder. They 
also confirmed that 90% of all building 
societies expect this form of financing 
to play an increasing role in helping 
first-time buyers over the next five to 
ten years. Their priority now is to
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help create an environment whereby 
the financial wellbeing of the older 
generation is not put at jeopardy due 
to their generosity in helping younger 
family members achieve their housing 
objectives

The report also highlighted how 
the Bank of Mum and Dad wasn’t 
just about family members handing 
over cash in the form of gifts and 
loans – many customers wanted 
support between generations through 
guarantees or using their property 
or savings as security. Indeed, it also 
identified Equity Release or downsizing 
from larger properties as ways to 
support the younger generation.

Robin Fieth, Chief Executive of the 
BSA said: “Home ownership remains a 
fundamental ambition for the majority 
of people…against the challenging 
backdrop of high prices, a woefully 
inadequate supply of homes and a 
growing intergenerational divide, new 

ideas and strong debate are essential. 
Family help – the so-called ‘Bank of 
Mum and Dad’ – is great for those 
fortunate enough to have this option, 
but innovations in underwriting could 
help all potential first-time buyers.”

Among its findings the report 
discovered: 

• 86% of people wanted to own 
their own home, but the financial 
challenges facing first-time buyers 
meant many thought they would 
never achieve this aspiration.

• In 2017 there were 360,000 first-time 
buyers – but the minimum should be 
nearer 450,000. The ability to buy 
was increasingly concentrated on 
dual-earning households and those 
with higher incomes.

• More than half of aspiring first-time 
buyers expected the Bank of Mum 
and Dad to support them onto the 
housing ladder.

Bob Pannell, co-author of the report, 
said:  “Our young people face huge 
challenges in buying their first homes.  
Families instinctively want to help, 
and it’s the job of lenders, regulators 
and Government to ensure that they 
have more opportunities to do so in a 
sustainable way.”

The recommendations have been 
welcomed by the Melton Building 
Society and it highlighted one of its own 
products which could support families 
in this situation. Martin Reason, chief 
executive of the Melton said: “In today’s 
challenging housing market flexibility 
in underwriting is essential to help 
first-time buyers with affordability and 
deposits by harnessing the power of 
the family’s financial situation.

We can advise 
clients with a wide 
range of situations 
and needs. If you or 
any of your family 
or friends have 
an enquiry please 
contact us at mas@
closebrothers.com 
or 03342 640 705.
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