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Introduction 
 
1.     The CML is the representative trade body for the first charge residential mortgage lending 
industry, which includes banks, building societies and specialist lenders.  Our 113 members currently 
hold around 95% of UK first charge mortgages. In addition to lending for home-ownership, the CML’s 
members also lend to support the private rental markets and social housing.   

2.     We welcome this opportunity to respond to the call for evidence in advance of the planned 
session with the new Ministers for Planning and Housing.   

3.     There is huge political and social sensitivity around the availability and delivery of housing.  
For the past decade or so, it has been widely recognised that there is a growing shortfall between 
housing supply and need.  There is an increasing need for housing of all tenures, as a result of strong 
demographic pressures on household formation rates, but low levels of new build are falling well short 
of prospective requirements.  The credit crunch has clearly added to these difficulties, most obviously 
by shrinking how much mortgage finance is available and triggering the need for fiscal austerity.  
These additional pressures look set to only dissipate gradually. 

4.     Against this backdrop, the CML supports any efforts to bolster new build activity, regardless of 
tenure.  In the absence of a “magic bullet” solution to the UK’s housing difficulties, it is important that 
policy-makers and stakeholders craft initiatives that are well-designed and complementary in nature, 
in order to achieve maximum impact. 

Government guarantees and availability of funds for housing associations 

5.     We welcome, in principle, the announcement of government guarantees for housing 
association development.  There are two schemes which this support is intended to promote – a 
further 15,000 new affordable homes, and development of new properties for full market rent. 

6.     There is currently a lack of detail available as to the terms and structure of the schemes, and 
when they might be available.  Bond market commentators have suggested that the announcement 
on guarantees might affect availability of funding at some point, but it has not brought any immediate 
changes. 

7.     Recent issues show there is strong appetite in the market for housing association wholesale 
bonds; private placements continue to be available; the retail bond market has seen a number of new 
issues in August and September at competitive prices, with investor appetite still strong.  

8.     Pending further information, we anticipate the following potential issues: 

(a)   Pricing and timing of the debt guarantee could impact the existing good availability of 
funds and strong investor appetite in the bond markets.   

(b)   The detailed arrangements about how the debt would be accessed (possibly through 
an aggregator), and how this might operate have still to be established.   

(c)   There is still a lack of detail about security requirements for the new debt and the 
ranking arrangements which might apply.  In terms of covenant structures, existing lenders 
who have substantial investment in and exposure to the sector already will be keen to see 
security and covenant arrangements developed which do not compromise or undermine their 
existing positions.  



 
 
 
 
 

 
 

9.     It is still not clear at this stage how attractive the new guarantee will be.  Housing Associations 
which have recently gone to the bond markets might not be interested, although clearly pricing will be 
key here. 

10.     In terms of the guarantees to stimulate housing association development for full market 
renting, we anticipate that this is likely to be attractive to a number of larger associations, particularly 
in the south of the country where demand for quality full market rent homes is strong.  Clearly 
development finance will still have to be raised, and there could be issues for the Regulator to 
consider in terms of how this is secured and the requirement to protect existing social housing assets 
from exposure.  Diversification into full market rent housing is generally not core business for housing 
associations, and additional risk associated with this will have to be carefully assessed and managed.   

11.     Generally on the guarantees, it is likely that until there are further details, housing 
associations will continue with their current funding plans.  In order to prevent any build-up or glut of 
associations seeking to approach the bond markets, it would be useful if government were to provide 
clear messages around the likely timetable for the guarantees to become available.  This will help 
associations plan and manage their approaches to the markets, and not unnecessarily hold off  
doing so.  

Section106 affordable housing requirements 

12.     On the proposed changes to the planning system, and the relaxation of s106 obligations, 
there is the possibility that this might have a perverse consequence of reducing the level of affordable 
housing development.  We understand that many local authorities are already taking steps to 
proactively renegotiate s106 agreements where developments have stalled.  We are not convinced 
that s106 obligations are necessarily the key sticking point which needs to be addressed in 
stimulating growth.  There are, for instance, more pressing issues about land supply and, particularly 
in London and the south east, ensuring a pipeline of well priced land which is “shovel ready” for 
development.  Also in London and the south east, a number of associations have s106 developments 
in the pipeline, and there could be implications for existing developments and HCA contracts arising 
from relaxation of s106 obligations.  

Private Rented Sector 
 
13.     Buy-to-let activity has driven a remarkable renaissance of the private rented sector – in both 
scale and quality �  over the past 15 years.  While this can and will continue, we believe that there 
should also be scope for greater institutional investment, especially if focused on new build activity. 

14.     The government’s proposals in this area, following on from the recommendations of  
Sir Adrian Montague’s report on the barriers to institutional investment, should help to unlock this 
potential for increased delivery of good quality private rented sector accommodation. 

15.     However, we need to ensure that any policy initiatives do not distort the market and interfere 
with the existing range of activities undertaken by buy-to-let landlords; there should be a level playing 
field for landlords in terms of regulation, tax breaks and other fiscal incentives. 

Easier access to mortgages through NewBuy 
 
16.     Lenders and the CML worked closely with the government and home builders to help deliver 
an initiative that would work for lenders, builders and borrowers through NewBuy, not least because 
with a government guarantee it has created a market at 90-95% LTV in new build where previously 
none really existed.  The scheme continues to gather momentum and there are now over 1,500 
reservations under the scheme. 

17.     In assessing the impact of NewBuy so far, we must not forget that, although it has now been 
in place for six months, this autumn represents the first serious opportunity for builders to market it 
concertedly.  Having been launched in March, NewBuy could have had only a modest impact on 
home-buying activity in the spring.  Summer is usually a quiet time for the house purchase market, 
anyway, with buying activity this year further disrupted by the Jubilee celebrations and the Olympics. 



 
 
 
 
 

 
 

18.     Public awareness of the scheme has also taken time to grow and it is not always recognised 
that the scheme is for home movers as well as first time buyers.  Given that housing transactions 
usually take several weeks or even months to complete, the number of purchases under NewBuy was 
always likely to be modest at first.  FirstBuy had a similar trajectory when it was launched but is now a 
mainstay of the new build offering with further support recently announced by the government.  But, 
the scheme has expanded since its launch. The three participating lenders at launch 
(Woolwich/Barclays, Nationwide Building Society and NatWest) have now been augmented by 
Santander, Halifax and Aldermore. Meanwhile, the number of builders signed up to the scheme has 
grown from seven in March to 31 listed on the NewBuy website today. 

19.     Future demand from consumers will depend on a variety of factors, including the economic 
backdrop and the extent to which builders market and promote the scheme.  Government policy will 
also affect the outcome, and it is possible that the recent announcement of enhanced support for the 
FirstBuy initiative could lead to some future substitution of sales that might otherwise have been 
completed under the NewBuy scheme.  However, we are confident that the scheme will continue to 
grow and support more purchasers. 

Contact 
 
20.     For further information please contact Jackie Bennett, Head of Policy: email 
Jackie.bennett@cml.org.uk or telephone 020 7438 8931. 
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