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Standard Variable Rates - 
Is it time to remortgage?



Recent research conducted by us has highlighted alarming 
discrepancies in lenders’ standard variable rates. The table lists 
the current standard variable rates of the major lenders. Even 
ignoring those of adverse credit lenders such as the Cheshire 
Mortgage Corporation and I-Group, they range from the 
good (Direct Line at 2.00%, Cheltenham & Gloucester/Lloyds 
TSB and the Nationwide at 2.50%) through the bad (Northern  
Rock at 4.79%, Alliance & Leicester and The Principality 
Building Society at 4.99%, for example) to the downright ugly 
(the Newcastle Building Society at 5.99% and also the 
Chesham Building Society at 6.45%).

It is interesting to note that the majority of lenders with higher 
standard variable rates are building societies, who are 
traditionally seen as offering some of the most competitive 
mortgage products. The main reason for this is that most 
building societies fund the majority of their lending from 
deposits made by their savers. In order to pay attractive 
interest rates to attract and keep their savers they have to 
earn a higher amount from their borrowers. Banks, on the 
other hand, secure most of their lending funds from other 
institutions on the money markets, which is comparatively 
cheap right now.

Another anomaly is that eight lenders have actually increased 
their standard variable rates in the last two months, despite 
the Bank of England maintaining their base rate at 0.50% 
since March 2009. Even the largest building society, the 
Nationwide, has recently announced a new higher ‘standard 
mortgage rate’ of 3.99% for new borrowers - only existing 
mortgage holders will benefit from their previous 2.50% rate. 
How many others may follow suit? 

Is It Possible To Remortgage?

In years gone by, it was usually straightforward to secure 
another good fixed or discounted rate when an initial deal 
ended, but the credit crunch has made this much more difficult 
over the last two years. A combination of falling property 
prices and banks tightening lending criteria has meant that 
more and more people have had no option but to revert to a 
standard variable rate.

largemortgageloans.com

Residential      Development      Commercial      Overseas
Tel: 020 7519 4900    Fax: 020 7519 4910     Email: info@largemortgageloans.com

Lender:                           

Total No Lenders: 62

Highest SVR %

Average SVR % :4.79

SVR % 

Lowest SVR %

An increasing number of borrowers now 
have their mortgages on their lender’s 
standard variable rate, but is this the best 
option for them?

Information is correct as at 22nd January 2010

Accord
Alliance & Leicester
Abbey	 	 	 	  
Bank of China  
Barnsley Building Society 
Beverley Building Society
BM Solutions
Bank of Scotland
Cambridge Building Society
Cheltenham & Gloucester
Chelsea Building Society
Chesham Building Society
Cheshire Building Society
Cheshire Mortgage Corporation       
Clydesdale Bank
Coventry Building Society
Co-op and Brittania
Darlington Building Society
Derbyshire Building Society
Direct Line
Earl Shilton	 	 	 
First Active (RBS)	
First Direct		
First Trust
Furness Building Society
Halifax
Hinckley & Rugby Building Society
Holmesdale Building Society
HSBC
iGroup
ING
Ipswich Building Society
Islamic Bank of Britain
ITL Mortgages
Leeds Buliding Society
Lloyds TSB
Manchester Building Society
Mansfield Building Socity
Market Harborough Buliding Society
Marsden Building Society
MBS Lending Ltd
Melton Mowbray Building Society
Monmouthshire Building Society
National Counties Building Society
Nationwide Building Society
Newbury Building Society
Newcastle Buliding Society
Northern Rock	
Norwich & Peterborough 	 
Nottingham Building Society
Pentrith	 	 	 
Platform	
Principality Building Society
Progressive Building Society
RBS IP	 	
Scottish Building Society
Scottish Widows
Skipton Building Society
Tipton & Coseley Building Society
Ulster Bank Residential
Vernon
Woolwich  	

5.99	  
4.99
4.24	 	
2.80
4.99   
4.75	
4.84
4.84	 	
4.59
2.50
5.79
6.45
3.99	
12.55   
4.59	 	
4.49
4.24
5.95
3.99
2.00  
4.95	 	
2.79
3.69
3.99	
5.44
3.50	 	
3.54
4.54
3.94	 	
8.59	
3.50
5.49
4.59
3.89
5.49
2.50	 	
4.84
5.59
5.49
5.95
7.50
4.99
4.99
4.69
2.50
4.45
5.99
4.79	
4.85 	
6.14
4.15 	 	
5.25
4.99
4.75
4.00 	 	
5.29
3.99
3.50
4.99
4.00
4.99
4.99
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However, 2009 saw a steadying of  house prices, with a 
small national rise of 5.9% reported by the Nationwide and 
with London seeing rises of over 10 percent. Whilst there are 
no guarantees that property prices will continue to increase 
in all areas of the UK throughout 2010, this trend has 
been sufficient to give many lenders the encouragement to 
resume lending at higher loan to values. We have also seen 
surveyors being realistic rather than pessimistic with their 
property valuations. This is starting to help more people 
look to remortgage where previously it was not possible.
 
The good news is that there are now some excellent deals 
available that can help people on all but the lowest standard 
variable rates reduce their monthly outgoings and save 
significant sums of money. Deals come and go on a regular 
basis, so it is vitally important to consult a specialist broker 
to make sure that you do not miss out on the best and most 
suitable deal.

Big Savings 

Even those on standard variable rates below 4.00%  
(for example, Halifax at 3.50%) can make big savings by 
switching to a lifetime tracker mortgage currently available 
at just 2.77% (Bank Base Rate + 2.27%). To help keep costs 
down, the new lender will pay for the property valuation, 
legal fees and their arrangement fee can be added to the 
mortgage. There are early repayment charges for the first 
two years only. As this is a lifetime tracker product, borrowers 
will never again have to worry about increasing mortgage 
payments when they come to the end of an initial low rate 
period. 

We have calculated that someone with a £500,000  
repayment mortgage arranged over 20 years would save 
£190 every month and a whopping £43,780 over the 
mortgage term if they swap to this deal rather than stay 
on the Halifax standard variable rate. These figures take 
into account all remortgage costs. For those with larger 
mortgages, the savings will be even greater as the fixed costs 
of remortgaging become less and less significant. You may 
prefer to have the additional flexibility of no early repayment 
charges at all. Savings can still be made here with another 
lifetime tracker currently available at 3.49% (Bank Base  
Rate + 2.99%). This product has the added benefit of an 
offset facility at no extra charge. This would allow you to link 
your  savings to their mortgage, reducing your mortgage costs  
but without giving up instant access to your money. It is 
also an extremely tax efficient arrangement, particularly for 
higher rate tax payers. You should speak to your mortgage 
broker to see how this could benefit you.

Is It Time For a Fixed Rate?

Economists are split in their views on future interest rates. 
Everyone agrees that they will increase, but when and by 
how much? One school of thought is that the Bank of 
England will need to start to raise rates as early as this 
summer, whilst another respected analyst (Roger Bootle of 
Capital Economics on 7th January 2010) commented that 
he fully expects rates to stay between 0.50% and 1.00% for 
the next five years. Whenever interest rates do increase, it is 
quite possible that they could increase considerably, which 
would significantly increase the monthly mortgage payments 
for all those on variable rates. Whilst this seems a lot (how 
quickly we have got used to rates below 1%!), historically a 
5% bank rate is still below average. 

If you are concerned about possible rapid interest rate rises, 
you may want the security of fixing your mortgage payments. 
If you are paying a higher standard variable rate, this could 
be achieved AND you could reduce your payments - 5 year 
fixed rates at 4.89% are currently available. You may feel it 
is better to pay a bit more now to avoid paying a lot more 
when variable rates rise later.

Million Plus Mortgages

There are many people with mortgages above £1million 
currently on standard variable rates. During the credit 
crunch, the number of high street lenders willing to lend over 
£1million reduced dramatically. The good news is that some 
are cautiously returning to the market, but even so this may 
not be the best solution. At this level of lending, better deals 
are often available from private banks rather than traditional 
lenders.

Private banks treat every client as an individual and will offer 
bespoke lending terms, often far better than those available 
from other lenders. To obtain the best possible mortgage, it 
is absolutely essential to enlist the help of an experienced 
specialist broker with extensive private banking knowledge 
and contacts. We will work with clients to negotiate the 
keenest rates with the private banks. Whilst every deal is 
different, we have recently obtained rates with margins as 
low as 1.% over base or Libor.
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Your home or property may be repossessed if you do not keep up repayments on your mortgage.
 
Changes in the exchange rate may increase the sterling equivalent of your debt.

You may have to pay an early repayment charge to your existing lender if you remortgage.

Time To Act?

It is clear that remortgaging will be easier for most in 2010 than it was in 2008 or 2009, so now is an ideal 
time to speak to a broker who can help seek out and secure the best new deals. 

However, it is not just those already on standard variable rates who should be thinking about this. With most 
lenders’ mortgage offers are valid for up to six months, it makes sense for anyone approaching the end 
of a fixed or discounted deal to start the remortgage process six months or so before their deal ends. The 
good rates now available can be secured in advance. If even lower rates then become available before the 
remortgage is needed to complete, most lenders will allow you to swap to the better deal for a nominal fee 
or even free of charge.

It is anticipated that property purchase activity will be higher in 2010 than 2009, so the advice for potential 
purchasers is the same as for those considering remortgaging - work with a reputable broker to ensure that 
the very best mortgage deal is secured. 


