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HSBC – “Over the last few years, as you all know, we were not a significant 

player a few years back in the broker mortgage channel, which is about two-

thirds of all mortgage origination. We've rebuilt access to the brokers last 

year. We grew mortgages in the UK by about 10%. We shifted stock share 

from 6.1% up to 6.6%. We've got a low-double-digit share of current 

accounts. We can continue to take decent share in mortgages if we choose 

to take it”

RBS – “the pricing is relatively stable compared to the fourth quarter. And

we're not really seeing much change as Ross pointed out, we have seen one 

or two small competitors actually stop lending, we take that quite positively”

Lloyds – “So, even taking into account FLS repayments, et cetera, my 

expectation is that in the same way that you have this heightened 

competition on the asset side, you have less competition on the deposit side 

for basically the same reason. So, there is no demand for those deposits”
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• Alternative Providers – Insurers Better Match 
Duration, MEW

• Bank of Mum and Dad 

• Offset Account, Flexibility Greatly Enhanced By 
Digital Innovation

• End of TFS, Liquidity Constraints Will Shift 
Competitive Dynamics – The Big Win Through

• Compete on Fees?

• Mortgage Floors, PRA
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How robust is UK mortgage lending?

5th March 2019



➢Introduction – Landscape of the mortgage 
and lending market 

➢Funding post credit crisis – what does it look 
like now? 

➢Competitive Landscape – the market today

➢What it all means

Setting the scene



Credit crisis and the UK

➢August 2007 – Euro Bond Market closed to new 
RMBS and Covered bond deals

➢We shrank from well over 100 lenders to 6!

➢Over 30,000 mortgage brokers – today half that

➢Gross mortgage lending shrank from £356bn in 
2007 to around £134bn in 2010

➢ Focus on survival



➢FLS outstanding today = £16bn 

➢TFS currently £121.4bn but running off

➢QE currently £435bn 

➢Corporate Bond Purchases £9.5bn

➢ECB QE - €2.5tn and now it has come to an end

➢Retail funding dominant, but… not necessarily the best

➢Securitisation is back – but a few hiccups along the 
way

Funding - post Credit 
crisis – all sorted?



➢Major lenders have streamlined products and processes 

➢Ongoing march towards industrialised processes – reduce 
costs and conduct risk

➢More underserved and emerging new niche markets

➢ Lack of innovation

➢Re-emergence of non-bank lenders

➢Bridging → non-bank lenders → challenger banks

➢Market Place and P2P

➢Margin compression and credit creep?

Competitive landscape



Lenders today
➢ Around 145 lenders today

➢ Top 6 lenders command > 70% of UK lending

➢ Top 15 account for around 90%

➢ Top 15 lenders focus their distribution on affluent, high 
income customers

➢ Based on market share, 90% of the market is directed 
towards a single high value, low risk segment

➢ Although the number of residential mortgages has fallen 
since GFC, the number of lenders has increased

➢ So… 130 lenders compete for 10% of the market!



Mortgage Lending 

today

➢ Ageing population

➢ Use of cost of funds to compete aggressively

➢ Interest rates variable or fixed but usually not beyond 5 
years

➢ Margin compression and criteria creep but regulation will 
stop extremes



Effects of oversupply and 
tighter regulation

➢ Number of prime customers is in decline

➢ Sectors of the market are underserved

➢ Greater outright ownership of housing and LT decline in FTB

➢ Tighter regulation has made it more difficult for lower income 
groups to get a mortgage

➢ Customer products and pricing commoditised and processes 
industrialised

➢ Specialist lenders have re-emerged focussed on higher risk 
borrowers



The mortgage landscape
New lending Pre-crisis 2018 vs 2015

Income multiples >4xSingle/3xJoint 37.98% (Q208) 50.62%*

LTV >90% 16.28% (Q207) 4.43%

LTV>90% + Income multiples> 3.5/2.75x 10.71% (Q207) 3.28%

House price/earnings 5.83% (Q207) 5.51%**

Arrears 2.98% (Q209) 0.93%

*39% = Joint/11.6% single      **Long term avge 4.24%



➢ Outstanding BTL Mortgages in the UK are circa £241bn 
➢ Approximately £28bn of that is “specialist”- less than 12% 
➢ In the three years mid 2015-mid 2018 the “big three” High St Bank BTL 

Mortgage Lenders (Lloyds, Nationwide & NatWest) market-share 
outstanding stock of BTL Mortgages dropped from 46.3% to 41.7% 

➢ In the last year while Market growth was only just under £6bn (2.4%), 
the same big 3 lender’s loan book shrunk by 2.5% (£2.5bn)

➢ This only the beginning - BTL is increasingly becoming a specialist area 
of lending. Over the next 5 years the overall BTL market may only grow 
at c.3% per annum (and below that 2019-2020), but the specialist 
segment will almost triple from the current £28bn outstanding to 
c.£76bn – an average annual growth rate of 21% 

➢ A big opportunity!

Buy to Let



Market dynamics 
changing

➢ The market, whilst the largest in Europe is challenging and in long-term decline

➢ First time buyer activity is falling away driven by house price escalation and tighter 
regulatory rules around affordability

➢ The UK has an ageing population: 2016 – 65yrs+ were 18% of the population – by 2036 
expected to be 24%

➢ Housing wealth vested in over 55yr old’s - £1.8tn

➢ Focus on Retirement Interest Only Loans and Equity Release and…

➢ … Specialist Buy to Let

➢ Subsidised BofE funding schemes falling away – margin impact

➢ Securitisation making a comeback but funding through whole loan mechanisms directly 
with investors is looking to grow

➢ To sum up - too many lenders and tighter regulation, and a few risks to deal with…

➢ Brexit!



In Conclusion

➢ Although the UK mortgage market has plateaued in many ways it is 
still large and house ownership is embedded in our culture

➢ Major headwinds in the UK with Brexit – international investment 
might be elsewhere for now

➢ Lending into retirement and equity release loans as pension substitute 
– hot topic across Europe

➢ Specialist Buy to Let will be a growing and important sector

➢ Expect lending to get tougher – some lenders won’t make it as they 
realise that margins are unsustainable!

➢ Securitisation is here to stay – a robust funding model!
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Forthcoming The Financial Services Forum Events

CORPORATE PARTNERS:

• Does Your Brand have a Purpose? – 12 March 2019

• Navigating the hype of Artificial Intelligence and Machine Learning –

14 March 2019

• Spring Members’ Conference – 27 March 2019

For more 2018 events go to: www.thefsforum.co.uk/events/

http://www.thefsforum.co.uk/events/

