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UK: WHAT IS HELP-TO-BUY DOING? 

Berenberg Macro Flash 

On the face of it, Help to Buy (HTB) is doing very little. 7,313 mortgages were completed in the first six months of the 

government’s mortgage guarantee scheme, equivalent to 1.3% of all mortgage completions. The scheme was introduced in 

October and provides a government guarantee of 15% of the property value, making it easier for  a mortgagor with just a 

5% deposit to get a mortgage. Despite the apparently low take-up, this scheme is far from trivial. The indirect effects are 

much more important. Like an iceberg, the part visible above water grossly understates its true size. We expect the BoE to 

recommend watering down the scheme in its annual review in September. 

 

Why should the apparently low take-up not be taken at face value? First, and most importantly, the scheme fuels one-way 

expectations in the housing market; the impression that the government wants prices to go up. A casual look at the com-

ments in response to any newspaper article on house prices shows that, with the scheme widely referred to as “Help-to-Buy 

votes” in the press. The Scheme’s largest effect on the housing market is arguably through expectations. They are dynamite 

in the housing market and can set off a dash to buy in anticipation of rising prices. 

 

Second, the figures for the first six months are misleading as take up of the scheme tripled between December and March. It 

takes time to complete a mortgage and borrowers did not even know they could access the scheme until October last year. 

Consequently, only 4 mortgages were completed under the scheme in that month. Since then, usage has been on a strong 

upward trend. 818 HTB mortgages were completed in December, and 2657 in March. The March figure was around 3.5% 

of mortgage completions. 

 

Third, the scheme has restarted the low deposit mortgage market. Banks are extending low deposit mortgages without the 

government guarantee. So the visible number of loans through the scheme understates the real effect. The Bank of Eng-

land’s credit conditions survey recorded a surge in availability of 90%+ LTV loans in March. In its Q4 2013 survey, the 

central bank said many lenders attributed the increases to participation in the Help-to-Buy scheme, “some others attributed 

it to increased competition associated with the scheme.” 

 

Shortage of supply as well as low interest rates and rising consumer confidence are also driving house prices up, particularly 

in London. The Help-to-Buy scheme cannot be held accountable for every more in house prices. But Help-to-Buy makes a 

significant contribution to the upward pressure on prices from those other drivers. 

 

Would curtailing the scheme by cutting the maximum property value it applies to do much good? Again, on face value no. 

The scheme is available for properties worth up to 600k and one option would be to reduce that to 300k. But less than 3% 

of HTB mortgages were on properties worth more than 350k. Remember the iceberg point though. The impression the 

scheme gives matters more than the direct impact. Curtailing the scheme – in any way – would send a strong, worthwhile, 

signal. 
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