NewHeartlands Housing Market Renewal Pathfinder

Credit Crunch Monitoring Report

This report looks at the state of the Pathfinder property market and draws information from national sources as an interesting comparison.  The areas reported on comprise mortgage availability, auction activity, repossessions, sale prices, volume of sales and estate agents reports.
Mortgage Availability
Information on the availability of mortgages, interest rates, deposits required and arrangement fees for first time buyers has been gathered by looking at a sample of 15 of the top mortgage lenders in the UK between October 2008 and January 2009. The sample has shown that among these lenders, the number of mortgages available fell from 512 in October 2008, to 290 in November. Although this figure has increased in January to 365, the number of home loans available is lower than in the past leaving first time buyers with less choice and more difficulties trying to enter the housing market.  Graph A demonstrates the fall in the number of home loans available amongst 8 of the top lenders, with Halifax and Cheltenham and Gloucester witnessing the biggest declines, although they have also shown signs of recovery. 
The sample of data also provided an insight into the changing interest rates on home loans. Graph B looks at the minimum APR values for 8 lenders between October 2008 and January 2009. In October the lowest APR was 5.9%, it fell to 4.8% in November and 3.8% in December and January.  The range of APR values offered by each lender narrowed in November and December but widened again in January, although from a lower base. Between October and January the APR value fell for all lenders, by as little as 1.2% and by as much as 2.6%. 
The maximum loan to value (LTV) given has not changed greatly between October and January, with one lender continually asking for a 50% deposit, whilst others only require a 5% deposit. The majority were asking for a deposit in the range of 5% to 30%. There has also been little change in the amount of arrangement fee charged by lenders with the maximum quoted directly in January being £2499.
A smaller sample of 6 of the top UK lenders were also examined in order to track how first time buyer mortgage APR rates have fallen since the Bank of England announced there was to be another base rate cut on 8th January 2009 to 1.5%. Table 1 below summarises the findings:
Table 1

	Product
	01/10/2008
	12/11/2008
	09/12/2008
	05/01/2009
	26/01/2009
	Max LTV 26/01/09

	Abbey
	6.5% 
	6.8% 
	5.5%
	5% 
	3% 
	60% - 95%

	Britannia
	6.5% 
	6.4% 
	5.3% 
	5.3% 
	4.8% 
	60% - 90%

	Cheltenham and Gloucester
	6.2% 
	5.2% 
	4.3% 
	4.3% 
	3.8% 
	60% - 90%

	Halifax
	6.4% 
	6.2% 
	5% 
	4.9% 
	4.5% 
	60% - 90%

	HSBC
	6.2% 
	6.4% 
	5.7% 
	4.8% 
	4.2%
	75%

	Nationwide
	6.2%
	6.1% 
	4.8% 
	4% 
	4% 
	60% - 90%


The table highlights that 5 of the 6 lenders dropped the APR rate since the Bank of England announced the cut; Halifax however was the only lender not to drop its rate by at least 0.5%, which would have equaled the fall in the Bank of England’s base rate. The APR rate has fallen more noticeably since October as discussed above and shown in Graph B. The deposits required from first time buyers have remained in the 5% - 30% range for these lenders.
Graph A
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Graph B
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	· HSBC agreed to enlarge its UK mortgage fund to £15bn in 2009, which represented a 20% increase on the amount it lent in 2008 (£12.8bn) and double that in 2007 (£7.8bn). It did however confirm that first time buyers would still be required to find a 10% deposit. 
· Gross mortgage lending reached £256.4 billion in 2008 according to the Council of Mortgage Lenders. This figure represents a huge fall of 30% since last year when the level reached £363.7 billion. When compared to total lending in the past this figure is not as shocking (in 1997 gross lending equalled £77 billion and net lending £24 billion), however, it is estimated that the net lending figure next year will be negative. 
· Gross mortgage lending in December 2008 reached around £12.6 billion, which was 11% less than in November 2008 and 47% less than in December 2007 according to the Council of Mortgage Lenders. 

· The Council of Mortgage Lenders has confirmed that the volume and value of house purchase loans increased by 14 and 10 percent respectively between September and October 2008, but there was an annual decline in volume of 52% and in value of 57 %. However, the British Bankers’ Association has said that the number of loans approved for people buying homes fell by 14% between October and November 2008 and by 60.7% since November 2007. According to the RICS, there were around 129,000 mortgage approvals per month at the height of the boom (November 2006), compared with an average of 30,000 a month at the moment. 

· The British Bankers’ Association reported that there was a steep drop in the number of people re-mortgaging during November (29,798) compared to in October (52,452). The figure in November was the lowest for eight years and half the level for November 2007. 

· The number of loans to first-time buyers increased between September and October 2008 by 15% to 15,400 according to the Council of Mortgage Lenders. However this figure fell again to 12,400 in November. 

· In October 2008, first time buyers typically borrowed 83% of the value of the property purchased and were granted a loan 3.10 times their income.



Auctions and Repossessions
Information has been gathered from the Essential Information Group to investigate the number of properties being sold through auctions within the NewHeartlands pathfinder boundary. Between April and December 2008, 597 lots have gone into auction from within the Housing Market Renewal area, with April being the peak month (101 lots) and August experiencing the lowest levels (8 lots - all of which were repossessions). Of the 597, half were sold and 85 (14%) had been repossessed. Of the lots recorded as repossessions, 65 have been sold (76%). The graphs below represent these figures and provide a monthly breakdown. 
Graph C
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Graph D
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Graph E
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The majority of the lots at auction were terraced houses (64%), followed by flats or apartments (28%). Several of the lots advertised as flats were contained within terraced houses or shops. Semi-detached houses made up 5% of the lots and detached 2%. A breakdown of the lots by property type can be seen in Graph F.

The property types which were most successful at auction were terraced houses, with more than half selling. Detached properties sold the least at 18%. (See Table 2). 

Graph F
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Table 2
	 
	Detached
	Flat/Apartment
	Other
	Semi-detached
	Terraced
	Grand Total

	Sold
	18%
	42%
	44%
	48%
	54%
	49%

	Unsold
	82%
	58%
	56%
	52%
	46%
	51%


Graph G. The average amount raised was £68,826 for the period April to December 2008. Graph G splits this figure down for every month. There was a peak in August when the average amount raised almost reached £93,000, although all of these properties were repossessions. Since August the average sale price has tailed off reaching its lowest point in November of £59,385. 230 of the 302 lots that were unsold had a value at which they were available for purchase. This has been broken down by month and is plotted against the average amount raised for sold lots. Graph G illustrates average sale/availability price. 
Graph G
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Graph H. A breakdown of the average amount raised by property type is given in Graph H. With the exception of the property type recorded as ‘other’, which included properties with between 5 and 10 bedrooms and lots offering blocks of two or four houses, the average amount raised was highest for flats/apartments at £98,714. Terraced, semi-detached and detached properties had an average sale price at auction between £57,213 and £64,500. The graph shows sale prices not reaching guide prices. 
Graph H
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Graphs I and J. 24% of the flats/apartments were lots which had been repossessed, as were 17% of the semi-detached lots. Also 10% of the terraced houses had been repossessed.  47% of all repossessed properties were flats or apartments, and 46% were terraced properties. 
Graph I
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Graph J
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The map that follows shows where the auctioned properties lie within the NewHeartlands pathfinder area. There were 75 lots located in Sefton and 73 within the Wirral HMR area. 225 of the 597 lots fell within the Liverpool boundary of the pathfinder and a further 224 actually within the Liverpool ZOOs. Table 3 below breaks down these figures by ADF and ZOO. As demonstrated on the map, there were high concentrations of properties located in and around the Wavertree ZOO and its border with City Centre South, in the Stanley Park ZOO, as well as around the Liverpool and Sefton border, between Bedford Queens and Stanley Park. 




    Table 3
	ZOO/ADF/Area
	Number of lots

	Liverpool HMR
	225

	City Centre North
	28

	City Centre South
	36

	Stanley Park
	60

	Wavertree
	100

	Liverpool
	449

	Bedford Queens
	26

	Klondyke
	13

	Linacre
	9

	Peel Knowsley
	7

	Waterloo
	20

	Sefton
	75

	Birkenhead
	21

	Rock Ferry
	7

	Tranmere
	20

	Wallasey
	25

	Wirral
	73

	Total
	597
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	· The Council of Mortgage Lenders has predicted that the number of people unable to keep up with their mortgage repayments in 2009 will more than double with 75000 home owners having their homes repossessed. It also expects that the number of people in arrears for at least three months with mortgage repayments will increase from 210,000 in 2008 to 500,000 in 2009. 
· The Financial Services Authority has stated that every seven minutes, a family will have their home repossessed due to dramatic increase in the number of defaulted mortgage payments. The number of people losing their home doubled in the third quarter of 2008, reaching 13,161 properties, which represented a 92% increase on the same period in 2007. 
· The number of residential lots sold at auction in the UK was up by 40% in November 2008, compared to last year according to the Essential Information Group. Sales through estate agents during the same month were down by 50%. These figures demonstrate that auctions are an increasingly popular route through which to sell a house, with the sale rate increasing for the 4th consecutive month to 67%. 
· During the third quarter of 2008, there were 27,123 repossessed homes unsold according to the FSA. This represented a 27% increase on the previous quarter and was more than double the number in the previous year. An increase in lapsed mortgage payments has meant that there are more repossessed homes coning onto the market, as lenders try to recoup their losses. 2.92% of mortgage holders are behind with their repayments and paying on average 42% of the monthly target amount. 



House Prices, Sales and Affordability
House prices and the number of properties are good indicators of the housing market in a given area. The median house price across Merseyside and within the NewHeartlands Pathfinder as well as the number of house sales between April 2000 and September 2008 can be viewed in Graphs K and L below.  

Graph K
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Source: Land Registry, updated November 2008
The median house price in the Housing Market Renewal area was £33,000 in quarter 2 2000, since then the median value has increased to reach a maximum of £97,000 in quarter 2007. However, by the end of quarter 3 2008, the median price fell to £90,000. The median house price for Merseyside has followed a similar trajectory to that of NewHeartlands, although from a higher level of £54,950 in quarter 2 2000. In quarter 3 2007, the Merseyside median house price reached a peak of £132,500 but has since declined to £125,000 by quarter 3 2008. 
The number of properties being sold has fluctuated since April 2000 particularly across Merseyside. Since quarter 3 2007, the number of sales has dropped from 7061 to a low of 2712 between July and September 2008. The number of sales within the NewHeartlands Pathfinder has not exceeded 2000. Sale volume was at its lowest in quarter 3 2008 at 530, two thirds less than in the same period the previous year.
Graph L
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The following reports have been given by Estate Agents working within the Housing Market Renewal areas, in order to provide an understanding of the housing market at a more localised level. 

Estate Agents Report 24/09/2008 Sutton Kersh:  Anfield/ Walton

The housing market has been affected very badly by the credit crunch, the majority of houses being sold are those which have been repossessed and at very low prices. The average priced property is not selling, anything over £100,000 is not moving and has sat on Sutton Kersh’s books for a while. Sutton Kersh are encouraging clients who have had a property up for sale for a while to reduce the asking price. Anybody who is putting in an offer is asking for £10,000-£30,000 lower than the asking price. Buyer enquiries have fallen but Sutton Kersh has their own website and advertises through many other sources e.g. Your Move, so enquiries do come through there. The number of first time buyers has dropped as they were not geared up to having to pay a deposit. The mortgage products are very hard to come by, if you only have a 5% deposit the rates are high, but with a 10% deposit buyers can strike a good deal. The rental market has completely overtaken the sales market. Sutton Kersh’s rental branch is located in Cotton Street, but each of the local branches are now also having to take on properties for rent amongst their portfolios. At the last auction over 60% of properties were sold.
Estate Agents Report 30/09/2008 Halifax: Waterloo 

The local housing market has not been affected by the credit crunch as much as the media has claimed. In the Waterloo branch sales are down by 12% compared to this time last year, nationally Halifax has recorded a 15% fall on last year. Sefton has not been as hard hit as other areas. The market in Bootle and Litherland is moving better than it was at the beginning of the year, there are more buyers about now because people are more used to the idea of having to pay a deposit and have saved whereas a few months ago they hadn’t because it was easier to obtain a 100% mortgage. People’s mindset has changed. Halifax are still providing 95% mortgages, credit is available but a deposit is needed. Buyers are lucky at the moment in one sense because house prices have fallen therefore the deposit required is less, £2000-£5000 for some properties. Capital of culture has helped as it has generated interest in the area so it hasn’t been as widely affected by current conditions; prices are not falling as badly as elsewhere.  

On the mortgage side, Halifax are not knocking people back, the problem is that people aren’t coming in to ask. People are scared to ask because of the scaremongering in the media, therefore the volumes trying to obtain a mortgage have fallen. The media are making the situation appear worse than it actually is and putting people off. The market would benefit from the media putting a positive spin on the local housing market and explaining that things aren’t as bad as they seem, especially in certain pockets. i.e. there are developments going on with Riverside around Trinity Road where new houses and apartments are up for sale with the offer of shared ownership. This is an option for first time buyers, properties here have been selling. Also Homes Hub has been doing some work on renovating older properties and selling them at affordable prices, first time buyers have been buying these properties which are around Cambridge Road and Hero Street, Bootle. These properties are affordable plus there are subsidies from Homes Hub. If people ask there are plenty of options available: affordable housing, deposits paid, shared ownership etc. There are some flats being built in Waterloo currently which will go on the market soon with many options available for people to buy. The problem is that people are not coming into the Halifax branch to ask questions, the number of buyer enquiries has fallen. Those people who are coming in to ask are serious or desperate to buy, but people who did come in who weren’t sure about things and wanted more information do not come in to the branch anymore. 

When questioned about the rental market the advisor told me that landlords are not buying as much and that the renting market seems to be struggling. Landlords are unable to get finance, buy to let mortgages are not available. The private landlord side is not as busy as it has been in the last two years as landlords are not able to finance their businesses anymore, or expand portfolios. Investors are being stopped. The banks want 8% interest rates for a buy to let mortgage which would mean the landlords will not be making as much profit. Basically the finance for this sector is drying up, so many landlords have changed their tack and are now operating multi-lets charging per room instead of per house, in order to make more money. The properties they have on offer are more like bed-sits. 

House prices have fallen by 5-10%. The top end of the market which includes semi – detached properties over £200,000 has been hit the hardest. There are hundreds of 3-4 bed-roomed semis for sale on sites such as Right Move. Properties that where priced over £200,000 have now dropped to £180,000, whereas terraced properties that were £65,000 are now £58,000. The semi-detached market has been the hardest hit as these properties used to be snapped up by people looking to move up into better areas near schools etc along Park Avenue, moving into Crosby. 

Overall some publicity is needed to encourage people to ask about options available to them. There are options there for people if they ask and aren’t scared away. It is a good time to buy in one way because there are many products out there and offers, people just need to ask. 
Estate Agents Report -  Sutton Kersh: Anfield / Walton 05/01/2009

The branch manager reported that there had been no improvements in the housing market since the last time I spoke to her in September 2008. She reported that buyer enquiries had fallen and that it was only investors who were interested in purchasing properties, but at very low prices, mid £30-£55,000. Some properties were selling at this price depending on how desperate the vendors were to sell.  There are few mortgage products available because the banks aren’t loaning, but the interest rates are poor. 

There are no first time buyers entering the market at all. Anything that requires a mortgage is not selling because the area is first time buyer territory and in order to get a mortgage with good rates, a 20-25% deposit is required.  The only first time buyers are those in a good position and able to secure a mortgage. 

The area has mainly terraced properties with a few detached and semi detached homes. These are not shifting at all because they rely on people moving up the chain and if first time buyers are unable to purchase the terraces, people cannot move up the ladder. 

Sellers have dropped prices but buyers, particularly investors, are offering between £10,000 and £40,000 less than the asking price even though it has been reduced already. 

Confidence is low for both buyers and lenders with no sign of recovery. The rental market is very strong and Sutton Kersh has several properties advertised as ‘investment properties’, which are those that have been repossessed.
Estate Agents Report 03/02/2009 Halifax: Waterloo 
The Waterloo branch of Halifax reported that there has been a vast improvement in the number of buyer enquiries since December 2008 and the present. Also, in comparison to January 2008, the number of enquiries has doubled. The buyers are a mixture of first time buyers looking for a bargain and investors, who have started to buy again, also looking for a bargain. The number of properties being sold has increased, with 15 in January 2009, compared to 4 in January 2008. 

House prices are defined by two sets of vendors. There are very realistic sellers offering very good prices and there are those still trying to achieve high prices. Halifax has existing stock on its books which is not selling because vendors are not dropping their prices to the new price range. It is only properties that are within the new price range that are selling. House prices have dropped by around £20,000 compared to last year. The sold price of a property in the same road is between 15% and 20% less than last year.
The branch manager advised that there is evidence to suggest the market is moving. The branch in Waterloo had 142 viewings in January and has had several already during February. Serious buyers are coming in to the branch again and people are going to see 4-5 houses now because there are so many available. Buyers are picking up the cheapest properties; they are more price conscious and care more about the price than what the house looks like. People are getting bargains because the prices are so low. Properties in a new build development that were £170,000 a year ago would now cost £125,000 and because the price may go back up to £140,000, they are being snapped up. People do not want to lose out and will take the chance if the price is good. This is true for all property types from terraced houses in Bootle to semi-detached properties in Brighton-le-Sands. In order to sell you need to undercut the competition in your street as people will buy. For instance a property for £129,000 was sold straight away, leaving another property in the same street priced at £170,000, unsold.  

There are plenty of mortgages available, nobody is getting knocked back. The maximum deposit required is 10%; lenders are also accepting gifted deposits. The rates are getting better, although not in comparison to the base rate, but are available at 2.99-5.99%. Mortgages are very cheap in real terms, consequently it is a good time to buy. 

The branch has had many enquiries regarding properties to rent, however they have found that many first time buyers would now rather buy than rent because of the options available. The branch has arranged three mortgages to first time buyers this week. As long as people can prove they have an income and no major arrears they should have no problem securing a mortgage deal. Normal working people are asked for a maximum 10% deposit as lenders are now getting quite desperate. Other lenders have approached Halifax to see if they can offer products to people when Halifax can’t. Halifax have said that they have not turned down anyone from obtaining a mortgage, who they wouldn’t have been turned down two years ago. Service is as normal. There is much more money and flexibility than the press say, most lenders would be begging people to come in. No bank wants to be the first to advertise a new mortgage scheme despite them being available. The manager believed that prices will bounce back much quicker than the rate at which they fell, so now is the time to spot the cheapest house and buy it. People should be told that there are mortgages about and that there is lots of help out there. There are options to help pay the 10% deposit if needed. Buying is a better option than renting because there are many nice houses out there to be purchased at good prices. There are many incentive schemes through Homes Hub and Riverside and various options to choose from in order to get on the housing ladder. It is a great time for first time buyers. 

	· In November 2008, the value of homes fell by 2.6% according to the Halifax, this reduction was the biggest monthly drop since September 1992. Nationwide on the other hand reported the fall in house prices to be easing in November at 0.4% compared to 1.3% in October; however they fell by 2.5% in December. 
· Nationwide confirmed that house prices dropped by 15.9% in 2008, a figure similar to that reported by Halifax at 16%. Although the Land Registry reported a drop of 12.2% for the year in November. Prices have now fallen 14 months in a row and are 18% lower than they were in their peak in October 2007. 
· The RICS has predicted that house prices will drop by another 10% over the next 12 months due to the on-going caution of lenders and a worsening economic climate. It forecasts that the peak to trough decline in house prices will reach 25%.

· The RICS also forecasts a 10% increase in sales as transaction activity has reached the bottom now and new buyer enquiries are at their highest level since October 2006. The key to turning the enquiries into sales will be sourcing funding. 

· Halifax report that affordability of homes has improved with the house price to earnings ratio dropping from a peak of 5.84 in July 2007 to 4.56 in November 2008, this represents the lowest level for more than five years.
· Affordability is improving for those who are able to access a mortgage, with mortgage payments reducing due to falling interest rates. Data from the Council of Mortgage Lenders reveals that first time buyers typically spent 18.2% of their income on interest payments in November 2008, whereas home movers spent 14.4%. 

· Your Move magazine has reported that the proportion of properties sold to first time buyers has increased over the last three months (now around 10%), some agents see this as a small sign of recovery.




Developers
Promotional products being offered.

Most developers are offering promotions and incentives to purchase such as gifted deposits, free legal and mortgage fees, shared equity and deferred mortgage payments.

New build output.

The rate has slowed across the Pathfinder area with build for sale developments being hit hard. Mortgage availability and confidence amongst potential buyers is the problem. New build apartments are particularly affected as some lenders won’t lend at all and others offering only 65% mortgages. Plans are being varied on a number of developments to take out apartments. New build for RSL rental continues and the proportion of RSL new homes may have to increase on some developments which is a challenge for the Pathfinder aim to have a more balanced tenure. Local Authority partners are working closely with developers and lenders and exploring how purchasers, particularly first time buyers can be assisted with deposits. Our bid to HCA for an additional 10% has highlighted how this additional funding would support the new build programme.  
	· It is estimated that the UK house building industry has shrunk by half since the start of the credit crunch in summer 2007. Bellway for example has reported their sales rate to be less than half it was in November 2007, with only 50-60 properties currently being sold per week. ‘Cancellations are running at historically high levels of 24 per cent and visitor traffic is approximately 50 per cent down compared to last year’, said an interim management statement, which covered 1 August to 30 November.

· The Royal Institute of Chartered Surveyors has predicted that new housing starts will plummet in 2009 with the number of newly built homes falling to 80,000 (it is believed that they have fallen to 110,000 in 2008, a figure much lower during the recession of the 90’s).
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