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Introduction
 
The mortgage market went through yet another year of upheaval in 2014. The Mortgage Market Review (MMR) represented the greatest regulatory change for more than a decade, meaning that lenders have had to devote a large share of their resources to coming to terms with the new environment. With more regulation on the way in the form of the European Mortgage Credit Directive, the FCA’s review of the MMR and a focus on interest-only mortgages, there is a growing concern that the market is becoming overly regulated and that this is having unwelcome consequences. In particular there are early indications that the pool of potential new business is becoming increasingly concentrated as specific groups, such as younger and older consumers, self-employed and single individuals and those on lower incomes, are locked out of the market due to affordability concerns. 

These are all challenges that the market is more than capable of meeting head on as lenders become more confident and comfortable within their new operating environment and begin to think more innovatively about lending criteria, fees and product design. The strong growth over the past couple of years has taken gross lending over the £200 billion mark for the first time since the financial crisis, highlighting just how capable the market is of recovering from adversity. 

This report examines the residential mortgage market, analysing some of the key developments in this sector, including wider economic trends and regulatory challenges. This report also provides a snapshot of mortgage lending levels, including a market forecast which shows expected growth in gross lending over the next five years. Mintel’s exclusive consumer research concludes the report, looking at product ownership, appetite for mortgages over the next 12 months, awareness of regulatory changes, attitudes towards and costs of home ownership and mortgages for both renters and mortgage owners, and general consumer attitudes towards mortgages. 

Market Definitions
The main sectors within the secured lending market are:
Mortgage – a loan for house purchase secured against the property. This category includes lending to first-time buyers, borrowers transferring their existing mortgage to another property and lending for buy-to-let purposes.
Re-mortgage – this is where a mortgage borrower redeems his/her existing mortgage with their current lender and takes out a new mortgage on the same property with a different lender. 
Further advance – a form of additional borrowing offered by lenders to their existing mortgage customers for the purposes of home improvements or to buy a car etc. By taking out a further advance, a borrower is increasing their overall mortgage debt with the lender. 

Types of mortgage based on method of repayment: 
Repayment mortgage – this is where the borrower pays off both the amount borrowed (ie capital) and the interest charged each month.
Interest-only mortgage – this is where the borrower pays off the interest charged on the loan, but not the capital. Consequently the borrower will still need to pay off the original loan at the end of the term, for example by using an investment scheme. 

Types of mortgage based on interest rate: 
Fixed-rate – the interest payments are fixed for a set period of time, after which the borrower will be moved on to another rate, such as the lender’s standard variable rate.
Standard variable Rate (SVR) – the interest varies with the lender’s mortgage rate.
Tracker rate – the interest rate moves up or down by tracking an external rate, such as the Bank of England base rate or LIBOR.
Discounted rate – the interest rate varies with the lender’s standard variable rate, but the rate is also discounted for a set period of time. 

Abbreviations
AER
Annual Equivalent Rate
APR 
Annual Percentage Rate
CML
Council of Mortgage Lenders
FCA 
Financial Conduct Authority 
FLS 
Funding for Lending Scheme 
GDP
Gross Domestic Product
ISA
Individual Savings Account
LIBOR
London Interbank Offered Rate
LTV 
Loan to Value
MMR
Mortgage Market Review 
NMR 
Nielsen Media Research. 
ONS 
Office for National Statistics 
SVR 
Standard Variable Rate 
SWOT 
Strengths, Weaknesses, Opportunities, Threats 
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