Comments from Nick Hopkinson, Director of property company, PPR Estates, on today’s CML buy-to-let and arrears/possession data:   
“Buy to let (BTL) continues to grow in popularity amongst private investors and banks despite the wider credit crunch continuing. At around 13% of all UK home loans, it remains a small part of the mortgage market but is increasingly seen as a lucrative source of profit by the big lenders. Arrears are generally much lower amongst BTL owners than other mortgage borrowers and with higher interest rates and banking charges the norm in this sector of the market it’s not difficult to see why the number of mortgage products available has mushroomed for landlords recently. As lenders get a better understanding of the long-term mentality of most private landlords, and the low default risks associated, they will continue to grow lending in this niche market further. Landlords themselves are increasingly excited about the high rent yields available in the current buyers market and most are seeking to grow their portfolios this year if they have money to invest.

“Repossessions have remained lower than anticipated due partly to increased forbearance by the main banks. The slow motion nature of the credit crunch that we are still in the middle of has also meant we are likely to see years of above average repossessions rather than the massive spike and fallback that previous recessions have witnessed. The total number of repossessions and personal misery will be no less over the history of the current recession just more spread out unfortunately.

“Long term arrears amongst mortgaged homeowners remain dangerously high at over 2% of all households. This is over four times the long running average amount of homeowners in arrears and indicates that there are around 1 million homes struggling with debts despite nearly three years of record low interest rates. Anyone still struggling with arrears is going to find inflation and their falling household incomes only getting worse in 2012. As the wider recession/economic stagnation continues to drag on this can only be bad news for UK house prices as interest rates can only go up from here, even if it takes another couple of years to do so.”  

If you would like to speak to Nick, you can contact him on 07768 144497.
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