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Housing Market in good health  

óWe've cut the deficit we inherited to keep 
interest rates at a record low and prioritised 
limited financial resources for investment in 
housingô 

Housing Minister, Kris Hopkins, 1 May 2014 

óUnderlying demand is likely to remain 
robust, as mortgage rates remain close to 
all - time lows, and as consumer confidence 
improves further.ô 

Robert Gardner, Nationwide's chief economist,1 May 2014 

óImproving the housing market is a vital 
part of our long -term economic planô 

Housing Minister, Kris Hopkins, 1 May 2014 

óHouse prices rose at an annual rate of 
5.6pc in March, the fastest rate in nearly 
four yearsô 

Land Registry figures, 30 April 2014 

óWhile the housing market recovery will 
continue, there is little sign it is turning into 
a runaway boomô 

Matthew Pointon,  property economist at Capital Economics 

30 April 2014 

óAverage house prices in England could 
double in next decadeô 

Research by Shelter and KPMG,1 May 2014 
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ébut with recovery comes concerns 

óThe housing market poses the biggest 
threat to the country's financial stabilityô 

Housing Minister, Kris Hopkins  

1 May 2014 

óBritain should be nervous about what is 
going on in the housing marketô 

Spencer Dale, Bank of England's outgoing Chief Economist  

1 May 2014 

óUnless we build more of the right homes at 
the right prices in the right areas, adult 
children will be stuck in their childhood 
bedrooms and parents will be unable to 
move on with their lives.ô 

David Orr, National Housing Federation Chief Executive 

21 January 2014  

óThere is a risk that a bubble is developing 
and that when inevitable interest rate rises 
occur . . . equity flows will reverse, placing 
values at riskô 

Nicholas Scarfe, Finance Director Duke's Grosvenor Group 

30 April 2014 

óFor many people, particularly those in their 
twenties, the aspiration of owning their own 
ócastleô is fast becoming a fairy tale.ô 

Marianne Fallon, Head of corporate affairs at KPMG 

1 May 2014 

óThe housing market is out of control, 
particularly in Londonô 

Sam Bowman, research director of the Adam Smith Institute, 

15 April 2014 

óBoE warns that housing bubble risks 
derailing economyô 

Financial Times 

1 May 2014 
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Two key factors 
in the house 
buying decision:  
 
ÅHave I got a 

job?  
 

ÅCan I get a 
mortgage?  
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Employment ï incidence and changes  

Region  2010  Q4 - 13  Change  

East  2,796  2,961  +5.9%  

East Midlands  2,096  2,166  +3.4%  

London  3,738  4,001  +7.1%  

North East  1,152  1,174  +1.9%  

North West  3,156  3,146  - 0.3%  

Northern Ireland  775  801  +3.5%  

Scotland  2,462  2,556  +3.8%  

South East  4,167  4,362  +4.7%  

South West  2,518  2,559  +1.6%  

Wales  1,316  1,387  +5.4%  

West Midlands  2,428  2,486  +2.4%  

Yorkshire & the Humber  2,418  2,541  +5.1%  

Total  29,018  30,140  +3.9%  

Source: ONS. Note: 2010 figure refers to average quarterly total employment figure  

Total Employment by Region (,000)  

Templates  
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Resilience in earnings  

GDP & 
Unemployment  

Business & 
Consumer 

Confidence  

CPI Inflation & 
Nominal 
Earnings  

Source: OFS, GfK, CBI  
Note: All estimates based on Barclays economists  
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Mortgage access  

Å Mortgage access has steadily improved since low of 2009 and 
grown strongly since last year  
 

Å Uplift in mortgage approvals has dipped recently ï but 
shortages of stock for sale may hold key(?)  
 

Å Key hurdle in environment of rising prices and static real 
incomes is raising a deposit ï so high LTV mortgages at 
affordable rates to stimulate First -Time buyers in particular 
very helpfuléé 

UK Mortgage 
Loans 

Approved  
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Source: BBA  
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Help to Buy ï redressing the imbalance  

 
Å Help to Buy (HTB) is recalibrating the market: -  

 
  Abnormal        Normal  

 
Å Help where help is needed: 87.5% of all HTB transactions 

have been First -Time Buyers; activity in this group 
traditional driver of healthy housing market  
 

Å Stimulating wider organic housing market recovery & 
growth -   HTB just 2% of housing transactions  
 

- Average Crest Nicholson HTB price £227K (HYFY14 )  
- 5% deposit still £11,350 ï so óskin in the gameô  
- HTB interest rates at low levels: c.3% -  affordable start point  
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UK house prices to income ratio 

Mortgage affordability  

Source: Halifax 

Based on UK average house prices to household earnings 

2.5x

3.0x

3.5x

4.0x

4.5x

5.0x

5.5x

6.0x

1
9
8
3

1
9
8
4

1
9
8
5

1
9
8
7

1
9
8
8

1
9
8
9

1
9
9
1

1
9
9
2

1
9
9
3

1
9
9
5

1
9
9
6

1
9
9
7

1
9
9
9

2
0
0
0

2
0
0
1

2
0
0
3

2
0
0
4

2
0
0
5

2
0
0
7

2
0
0
8

2
0
0
9

2
0
1
1

2
0
1
2

2
0
1
3

Current 

multiple: 4.8x 

Multiple dropped from 2007 peak of 5.9x 

towards long-run average of 4.1x  

Mortgage costs as a proportion of income  

Source: Halifax 

Mortgage costs as a percentage of average disposable income 

Mortgage costs calculated based on average house prices and mortgage rates over the 

applicable period. Mortgage payments include capital and interest 
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Long-run 

average: 36% 

Significant reduction from  48% in 2007 to 28% 

currently despite flat real income growth 

The impact of interest rate rises... 

Å Current  household spend on 
mortgages is 28%  
Å assuming a 70%LTV 

and average rate of 
3.1%  

 
Å If interest rates were to rise, 

this would result in.....  

Mortgage rate 3.1% 3.6% 4.1% 4.6% 5.1% 

Uplift 0bps 50bps 100bps 150bps 200bps 

Household spend 28% 30% 31% 33% 34% 

Å Limited impact on the household spending ratio ï a 200bps rise would 
result in a household spend ratio below the long run average of 36%  
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Mortgage affordability  

Source: Bank of England 

Mortgage volumes seasonally adjusted 

Average mortgage / interest rates 
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Å Limited (but positive) correlation 
between changes in interest rates and 
mortgage lending for new home 
purchases  
 

Å Wider spreads over base rate may 
cushion effect of base rate rises  
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Upside in mortgage volumes ï despite being very affordable the 

number of mortgages being approved remains below average 

10  



Mortgage 
Market Review  
 
Enshrines best practice 
progressively adopted post 
credit -crunch  
 
Affordability checks, 
greater applicant scrutiny, 
a longer term view of 
buyer finances = 
Responsible Lending  
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