Despite signs that mortgage
lenders are relaxing criteria,
househunters must still take
care picking their provider,
reports James Charles

BORROWERS could find it
easier to secure a mortgage in
the coming months amid tenta-
tive signs that the lending
market is finally getting back

. T
look for house prices.

Last week the Council of
Mortgage Lenders, the trade
body, raised its forecast in the
current year for net lending,
which strips out repayments,
by 50% to £9 billion, while gross
lending for 2011 is expected to
hit £140 billion, from a forecast
of £135 billion previously.

It said: “There have been
signs over recent months of
increased competition — and a
narrowing of mortgage spreads
— for loans with bigger
deposits, and a greater range of
products for smaller deposits.
While the latter will not neces-
sarily show through fully or
immediately in actual lending
volumes, it is nevertheless a
positive development.”

However, the CML said the
improvement in lending would
not be sufficient to boost house
prices and it expects them to
remain flat this year and next.
Brokers are also reporting the
return of competitive rates and
an easing of lending rules by
banks and building societies.

Aaron Strutt, of Trinity
Financial Group, the broker,
said: “In the past month we
have seen the vast majority of
our clients accepted on the first
application, which is a major
improvement. Banks seem
willing to lend again.”

ING Direct recently raised
the maximum it will lend on
new deals from 3.5 times
income to 4 times income,
while Santander has become
the first lender to ease its policy
on bonuses, accepting 100% of
monthly bonus income and
“overtime from last month.

However, the improvement
in the lending market remains
piecemeal and could not pre-
vent a fall in approvals during
the traditional spring house-
hunting season. Data released
last week by the Bank of Eng-
land showed mortgage
approvals for purchases in
April fell to 45,166, the lowest
level for four months and the
worst figures for the month
since records began in 1992.

Meanwhile, research com-
missioned by Halifax, the UK’s
biggest lender, and carried out
by the National Centre for
Social Research, a consultan

found that nine out of ten 20- to
45-year-olds in “generation
rent” felt it was difficult for
first-time buyers to secure a
deal, while one in five said it
viiluauy SHpUSSIDICT .

Three-quarters of mortgage
applications from those with a
5% deposit are currently
rejected, Skipton building
society has admitted, while
two-thirds of those with a 10%
deposit also fail.
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There are already schemes
backed by developers and mort-
gage lenders, although the
number of loans available
remains small.

Last week, Barclays reduced
the cost of its Perfect 10 deal for
borrowers with a 10% deposit,
run in conjunction with Bovis
Homes. The interest rate on the
two-year fix was cut by 1.2 per-
centage points to 3.79%, with a
£999 arrangement fee. At the
end of the two years, the rate
reverts to 2.99 points above
Bank rate, so 3.49%. Borrowers
can secure the rate to buy any
new property built by Bovis in
England or Wales.

Those with a 5% deposit can
secure a two-year fix at 5.49%
under the Take5 deal from
Taylor Wimpey, the home
builder, in conjunction with
Melton Mowbray and Saffron
building societies.

It is available to borrowers in
the east Midlands, East Anglia
and east London and is limited
to certain developments.

Meanwhile, the govern-
ment-backed FirstBuy shared
equity scheme for first-time
buyers, announced in the last

-budget, could start accepting

applications from July.
David Hollingworth of
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London & Country Mortgages,
the broker, said: “There are only
a limited number of places on
these schemes. Borrowers also
have to accept that they will be
limited to new-build properties
rather than the wider market.”

First-timers with an excel-
lent credit record should also
try to apply for a loan for those
with a 10% deposit.

There are currently 244 deals
on the market, according to
Moneyfacts, the data firm, com-
pared with 829 in 2007, but up
from 140 a year ago. HSBC has a
best-buy lifetime tracker
pegged at 4.19 points above
Bank rate, or 4.69%, with no fee.

From next Tuesday, Cov-
entry will introduce a market-
leading five-year fix for those
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with a 10% deposit at 5.99%,
with no exit penalties. It also
has a low fee of £195.

There are even fewer deals
for those with a 5% deposit —
just 31, according to Money-
facts, compared with 986 in
2007, but up from 13 last year.

Last month Nationwide
introduced the Save to Buy deal
for first-time buyers with only
a 5% deposit. Borrowers save for
a minimum of six months into
a savings account paying 2.5%
to secure a mortgage with a rate
of 6.19% for a three-year fix
with a £400 fee. Meanwhile,
Skipton has a best-buy deal for
those with a 5% deposit at 5.99%
for two-years with a £195 fee.

Best lender: Skipton
building society

For buy-to-iet

: Barclays, :
o : lifetime tracker, Santander, : _
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Nationwide cut rates on deals
reserved for those with a 50%
deposit last week. It has a two-
year fix at 2.99% with a £499 fee
for house purchase. The fee is
£500 more for remortgages.

Strutt said: “Securing a fixed
rate below 3% will be attractive
to borrowers who do not want
to worry about the impact of
Bank rate increases.”

First Direct has the best-buy
two-year tracker at 1.49 points
above Bank rate, so 1.99%, with
a £999 fee, for those with a 35%
deposit.

Best lender: First Direct
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Lenders introduced a series of
competitive new remortgage
deals last week and brokers
expect rates to fall further in
the coming months. Barclays
cut rates for the fourth time in
six weeks, introducing a fee-
free remortgage lifetime
tracker for those with a 30%
deposit at 2.39 points above
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Bank rate, so 2.89%. Ian Gray of

largemortgageloans.com, the
broker, said: “Banks are wor-
ried about missing their
lending targets because of a
lack of demand for house pur-
chase deals. We’d expect the
tocus to move to the remort-
gage market in the coming
months, with smaller margins
and more competitive deals to
tempt borrowers.”

Meanwhile, Chelsea has a
market-leading five-year fix at
3.99%, for those with a 25%
deposit, with a £1,995 fee. It is
available only over the phone.
Best lender: First Direct

e

Bank of Scotland (RBS), so the
same couple can borrow
£375,000. Halifax limits loans to
4.5 times annual salary.

Strutt said: “Some banks are
more generous than others and
providing borrowers have a
good deposit and a clean credit
history, it is possible to borrow
up to five times your salary.

“Lenders work on an afforda-
bility basis and they will want
to know how much your outgo-
Ings are, if you have a loan, or
credit cards, then they will
reduce the amount that you
can borrow.”

Best lender: Barclays
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ING’s move to raise its max-
Imum income multiple on new
deals from 3.5 times income to 4
times would allow a couple
with total earnings of £75,000 a
year to borrow £300,000, an
extra £37,500. ING has a compet-
itive two-year tracker at 1.54
points above Bank rate, so
2.04%, for those with a 40%
deposit. It has a £945 fee.

Other lenders will offer up to
5 times income, including Bar-
clays, Santander and Rovyal

In the wake of the credit
crunch, lenders clamped down
on the use of bonus income
when calculating how much
someone could borrow. Most
lenders will still only recognise
a proportion of income that is
paid as a bonus either each
month or annually.

However, Santander has
become the first lender to ease
its policy, accepting 100% of
monthly bonus income and
overtime, although it will still
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Tim Brett, 36, a

management consultant,

and his wife Ciara, 33, an
events manager, are
struggling to move house.
The couple, who have a
son Rory, 22 months, are

expecting their second

child next month, and have

in Battersea, southwest

London, on the market

with Kinleigh Folkard &
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had their two-bedroom flat

Hayward, the estate agent, '

since July last year.
“Buyers are forced to
drop out at the last minute
because they are
struggling to secure a
mortgage,” said Tim.

the Bretts have cut the

In the past 12 months,

price twice inaneffortto @

attract buyers. Itisnowon @

sale for £378,950.

They are seeking to

trade up to a larger family

home and have been
approved for a larger

mortgage from their
lender, Nationwide.

recognise only 50% of annual

bonuses.

Gray of Largemortgageloans
said: “Santander has effectively

doubled some people’s bor-
rowing capacity by relaxing the
criteria on monthly bonuses
and overtime.”

RBS accepts only 25% of any
bonus income, whether it is
paid monthly or annually,
while Halifax accepts 60%.

Someone who earns £50,000
a year as a basic salary and
another £50,000 through reg-
ular monthly bonuses can now
borrow £500,000 through
Santander, compared with only
£375,000 through RBS.

Santander has a best-buy
two-year tracker at 1.69 points
above Bank rate, so 2.19%, for
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those with a 40% deposit. The

deal has a £1,995 fee.
Best lender: Santander
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Last week Abbey for Intermedi-
aries, spart of Santander,
reduced the minimum deposit
required for its larger loans
(above £1m) from 40% to 30%
and introduced a series of new
deals. It has a new two-year fix
at 3.59%, with a 0.4% fee, avail-
able up to £2m.

Meanwhile, Barclays cut its
rates on larger loans available
through brokers and direct by
up to 1.2 percentage points. It
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 Acfiresses Emma Kelly (above right), 31,
_and Hannah Levane, 26, are renting a
 twoe-bed flat in West Dulwich, southeast

. Lomdon, for £1,250 a month. The pair say it
_ istoo difficult to secure a mortgage in the
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Loan lottery: the best hanks for you

VICKI COUCHMAN
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has a lifetime tracker at
2.79 points above Bank rate, so
3.29%, available to those with a
20% deposit who want to
borrow up to £3m. The fee rises
from £3,000 for amounts up to
£1.5m to £10,000 for those who
borrow up to £3m.

Nationwide building society
is offering competitive deals on
loans worth up to £2m that
come with no arrangement fee.
It has a two-year tracker at
2.49 points above Bank rate, so
2.99%, available to those with a
30% deposit.

Andrew Montlake of Coreco,
the broker, said: “The large loan
sector has experienced a renais-
sance of late as high street
lenders continue their return to
the sector, meaning there is
now some real choice available.
High street lenders also do not
demand borrowers transfer
assets under management,
which many private banks do
in order to be able to lend.”

Barclays Wealth, the private
bank, cut rates by a third of a
point last week. It has a
best-buy five-year tracker for
larger loans at 1.99 points above
Bank rate, so 2.49%, available
up to £5m, with a 0.5% fee, but
only for those who also transfer
assets to the bank.

Best lender: Barclays Wealth

The tenants said they were fortunateto =
have a relaxed and professional landlord, |
Maryanne Pearce, who is a regional
representative for the National Landlords
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Association. “She has allowed us to make
the flat our own,” said Kelly.

Last week, Skipton building
soclety eased the criteria on its
buy-to-let deals and introduced
a new best-buy two-year fix at
4.29% with a £1,495 fee, avail-
able to those with a 40%
deposit. It now requires a gross
income (not including rental)
of £20,000 a year, down from
£30,000 previously.

It will also accept applica-
tions from first-time landlords,
provided that they have owned
their own property for at least
six months.

Lending against new-build
houses can also be arranged by
Skipton, provided that the
homes are fully built.

Skipton also has a two-year
tracker at 2.74 points above
Bank rate, so 3.24%, with a
£1,240 fee, for those with a 40%
deposit.

Gray of Largemortageloans
said: “There has been a
renewed interest in buy-to-let
deals from lenders recently and
they are relaxing their criteria
across the board for the first
time since the credit crunch.”

Best lender: Skipton
building society




