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UK: MORTGAGE RULES ONLY A TEMPORARY DRAG 

Berenberg Macro Flash 

 
 Mortgage approvals, 

June 

Latest 67.2k 

Previous 61.7k 

Consensus 63.0k 

Berenberg 63.0k 

 
Housing activity is expanding again as the temporary hit from stricter mortgage rules passes.. Mortgage approvals 
rose to 67.2k in June from 62.0k in May, beating consensus expectations. That was the first rise since January, after prepara-
tion for time-consuming new regulations disrupted bank’s processes and cut mortgage approvals over the past few months. 
As the temporary disruption from tighter regulations passes we expect approvals to return to their upward trend. With in-
terest rates very low and house building way behind the demand for new homes we look for house prices to gain 10% in 
2014 and 2015. 
 
Some caution is warranted on the housing market over the next few months. There may be further residual effects 
from the new rules, particularly in London. While, in our view, the new regulations are mainly a temporary disruption, they 
could have more long-lasting effects in London where affordability is most stretched. Recent BoE action on the housing 
market, while gentle, could play on buyer’s minds and interest rate hikes are also a more imminent prospect than they were a 
few months ago. Indeed, a survey this week by the Halifax showed buyer interest slipping. But caution does not mean out-
right worry. Low interest rates, a supply shortage, a building economic recovery and buoyant consumer confidence together 
mean house prices are likely to continue rising rapidly. That same Halifax survey showed 71% of the public expected house 
prices to rise in the next year, with nearly half expecting prices to rise more than 5%. The RICS survey continues to signal 
10% yoy inflation.  
 
Households borrowing is picking up while firms continue to play it safe. Net mortgage lending rose £2.1bn in June, 
after a £2.3bn rise in May, reaching a twelve month growth rate of 1.5%. That is still a weak number in the grand scheme of 
things, but household lending flows are gradually picking up in response to low interest rates and rising house prices. On the 
other hand, non-financial firms’ borrowing contracted again, by £3.4bn. That being said, small firms registered a £0.2bn 
increase in borrowing from banks, a tentative sign of lending flows bottoming out. With an investment cycle kicking in now 
and firms’ confidence rising high, these credit flows should continue to improve through this year. 
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