14 July 2009  -  Steve McAvoy comments this month on the market are as follows: 

The Halifax reported a 0.5% fall in house prices during June, but house price falls appear to be slowing with overall evidence suggesting that the market is 'bottoming out' but the potential for further reductions remains, not least because of the acute under-supply of mortgages. This means that the UK average price has gone back to the same prices back in January 2006, which is hard to believe.

The NAEA report modest improvement in sales activity, albeit at a very low level and last month the stats show that there seems to be four registered buyers for every property, however many of these would be buyers are also sellers which will create more homes to be sold. Improvements in affordability and low interest rates had stimulated housing demand for buyers with at least a deposit of 25% or more as the lenders continue to ration out the best deals available from their limited money supply afforded to them by the Government i.e. here it is and don’t spend it all at once. With the low level of properties available for sale, the market is stable which should reduce the underlying rate of house price decline in recent months. 

Is the housing market over the worst? Not likely as the ball is firmly in the court of the lenders to respond to what the market needs, which is higher loan to value mortgages which are more accessible and affordable to most buyers. When this happens we will see a rise in activity and prices overnight. Is it for these reasons along with availability of money that the market will continue the trend shown so far this year of reducing prices? Pressure is ultimately being directed at the banks to lend and although there have been encouraging recent signs of improvement, the outlook for the UK economy remains uncertain with unemployment set to continue rising for sometime. 

The Buy To Let market seems to project this current soft market as an opportunity to buy due to low prices and rental demand with the majority of brokers reporting a large increase in Buy To Let activity. This trend will continue as the pattern of reducing prices continue.

It is no surprise that the Bank’s Base Rate remained at 0.5%. If the housing market is to recover successfully and regain some form of stability, it is imperative that the base rate continues to sit at 0.5% for the rest of 2009, although an increase in Quantative Easing (QE) will almost inevitably lead to higher inflation. When the Bank of England begins to increase interest rates once more to keep this in check, many borrowers will find themselves with limited options, suffering escalating mortgage costs and a home that is decreasing in value. Although the lenders put their fixed rates up last week, I would expect them to come back down possibly once more before the next 3 months and I would be looking for this to happen within the next 3 weeks (watch this space!). I believe rates will remain very low until the end of this year and therefore most people should treat this as a window of opportunity to organize and to prepare for this increasing cost by reducing debts and saving hard now.  After all due to the consolidation of the mortgage market and government intervention we now have four banking groups who control 80% of the current account market and six groups who are responsible for around 90% of mortgages written so please do not rely on competition factors to retain low rates after 2009.

That is all folks for now but anyone who has read my monthly updates and wish some other subject matter to be addressed or may have an idea for enhancing the latest news section or may just have a question in general, then please get in touch with me on my personal email steve@mortgagehelpscotland.co.uk or by contacting via our website. Go ahead don’t be shy!!!

More news to follow soon.

09 July 2009 - Bank Of England holds Bank Base Rate at 0.5% for the fourth time this year. 
