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Introduction

• Long Harbour and their clients commissioned
Holder & Combes Mortgages to conduct research on
leasehold property lending criteria in the UK mortgage
market.

• Our brief and the aim of the research was to review
lending criteria in respect to property types, ground
rents, unexpired leases, service charges and
affordability.
• The findings are to be used to understand the impact
criteria is having on the ability to lend.

• UK Finance is the trade association formed on 1st July 2017
to represent the banking and finance industry operating in
the UK.
UK Finance

• It was the result of the merger of the British Bankers
Association, Payments UK, the Council of Mortgage Lenders,
the UK Cards Association and the Asset Based Finance
Association and represents more than 250 firms in the UK
providing credit, banking and payment-related services.

• In 2017 UK Finance confirmed they have 65 members
providing data on mortgage lending.

• UK Finance mortgage data for
2017 confirmed gross lending of
£257bn, up 4% from 2016.

UK Gross
Lending
Overview

• In 2017 the top 20 providers made
up 91% of lending, equating to
£233.20bn.
• Based on market share alone,
Lloyds Banking Group (LBG)
continues to hold the largest
mortgage book with 16% of the
market.
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• Therefore we have focused our
research on the top 20* lenders
within the market.

Market share (2017)

(£bn)
Total Gross Lending In 2017 UK

£257.00

Total Lending by top 20

£233.20

% share of total lending by top 20
% share by other

Source: UK Finance
*Top 20 refers to 23 lenders as LBG consists of Halifax, BM Solutions, Scottish Widows and Lloyds Bank.
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In 2017, all lenders in the top 20 lend on
leasehold flats and leasehold houses.

Maximum
initial
ground rent

Mortgageability assessment of ground
rents show:
• 14 of the top 20 lenders have no cap
and each case is subject to surveyor
comments and underwriter review
• Only 1 of the top 20 lenders have a
ground rent cap of 0.25% of property
value
• 4 of the top 20 lenders have a ground
rent cap of 0.1% of property value
• 3 of the top 20 lenders have a
monetary ground rent cap
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Ground Rent
Doubling

• 19 of the top 20 lenders will review the property on
a case by case basis and is subject to surveyor
comments and underwriter review.

• The remaining lenders will not accept ground rent
doubling.

• Only 2 of the top 20 lenders will not accept ground
rent escalation
Ground Rent
Escalating

• All remaining lenders will review the property on a
case by case basis and will be subject to surveyor
comments and underwriter review

Ground rent
increase
linked to
Retail Price
Index (RPI)

• RPI is the most accepted form of ground rent increase
with only one lender (HSBC) who would not consider
ground rent increase linked to RPI
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Is service
charge
factored
within the
lender
affordability
model?

• Only BM Solutions & Paragon Group would not
consider service charge within their affordability
model.
• All remaining lenders incorporate service charge
costs within their affordability model.

What is a commonhold development?
Lending to a
flat in a
commonhold
development

Commonhold is a new type of property ownership, an alternative to the long
leasehold system. It allows freehold ownership of individual flats, houses and
non-residential units within a building or an estate. Ownership is not limited by
time as it is with a lease.
The rest of the building or estate forming the commonhold is owned and
managed jointly by the flat or unit-holders, through a commonhold association.

• Almost half of the lenders will not consider
lending to a flat in a commonhold development.

Lender split for lending to a flat in a
commonhold development
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Source: LEASE-advice.org

Lender criteria is most differing within this area.

Remaining
term on
lease

Within the top 20, the following measures are in place:
• Minimum lease of 70/75/85 years from application
• 55 years from application subject to at least 30 years remaining at the end of
the mortgage term
• Mortgage term plus 25/30 years, remaining lease from application
• More than 30 years remaining on application
• Either 50 years or mortgage term plus 25 years, whichever is the greater
• 50 years at the start of the mortgage and at least 50 years at the end
• Minimum 50 years must remain at the end of mortgage term
The most widely shared criteria was an unexpired lease term of 85 years from
application, shared by 7 of the top 20 lenders.

Summary

Industry forecasts predict gross lending to rise to £260bn in 2018, a
key driver being increased remortgage activity.

The Future

Possible challenges facing the mortgage lending:
- Brexit
- Leasehold reforms
- Buy to Let tax changes

Our data was collected from:

Our Sources

UK Finance
Council of Mortgage Lenders Handbook (CML)
Knowledge Bank, lender criteria tool
Intermediary mortgage helpdesk(s)
LEASE-advice.org

This presentation is intended for Long Harbour and their clients. It is not intended
and does not constitute as financial advice.

Disclaimer

The information included in this presentation was accurate as at November 2018.
Whilst every effort has been made to ensure the accuracy of the information
contained within this presentation, no liability is taken for any actions that may result
from the use of the information contained therein.
This communication is issued by Holder & Combes Mortgages, a trading style of JK
Financial Ltd (FCA 700059) which is an appointed representative of Holder & Combes
Ltd, (FCA 574786) which is authorised and regulated by the Financial Conduct
Authority.
https://holderandcombes.co.uk/

