SECOND
CHARGE
REPORT
NUMBER 4

020 8731 5333

www.enterprisefinance.co.uk

SECOND CHARGE MARKET
COULD BE HEADING BACK TO
SUSTAINED GROWTH IN 2017
THE
HIGHLIGHTS

• Second charge market
breaches £900m annualised
lending for the first time
• March, April and May showed
3 consecutive months of yearon-year growth in monthly
lending
• £93m in March is long-time
high for a single month,
exceeding pre-MCD peak in
2016
• Broker market education
appears to be fuelling growth
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HARRY LANDY
MANGING DIRECTOR
of Enterprise Finance, said:

The fourth edition of specialist master broker
Enterprise Finance’s Second Charge Report has
revealed a positive start to 2017, with green
shoots of activity pointing to a return to growth
for the sector.
This issue of the report – drawing on data from the Finance
and Leasing Association (FLA), Enterprise Finance’s
expertise and wider market input – analyses market
performance through to May 2017. It found that although
the Second Charge sector moved from being down monthon-month 4% in January, the market then posted four
months of strong performance, including three consecutive
months of year-on-year growth in March, April and May.

“

The second charge market has
shown its resilience in recent
months, and it’s promising to see
that 2017 has got off to a really
positive start.
While March’s long-term high
completion figure was partly
attributed to seasonal factors, May’s
almost-as-impressive performance
gives us real optimism for the
market in the months ahead
One year on since implementation
of the MCD, we are seeing the
quality of advice greatly improved
and an overall customer journey
that is now in line with the
experience of taking out a first
charge mortgage.

”

At the end of Q1, the year-on-year picture remained lower
than at the same point in 2016, with £871m lent in the year
to March 2017 versus £898m in the previous year. However,
an April monthly performance in 2017 of £79m was far
better than the £51m seen in April 2016. This contributed
to the annualised market returning to growth for the first
time in more than a year, reaching £899m in April and
topping the long-time high of March 2016. May 2017’s
performance only served to confirm the positive sentiment,
with an impressive £87m of new business posted, resulting
in annualised lending breaching the £900m mark for the
first time since the credit crunch (£917m).
There are a number of significant contributing factors to
consider when analysing the market’s 2017 performance
compared with the same time last year, not least the March
2016 implementation of the Mortgage Credit Directive
(MCD), and the subsequent dip of the market in the
following months. Moreover, in the latter half of 2016, the
EU Referendum Leave vote came through. The impact
of this effectively curtailed the prospect of second charge
market growth for 2016.
March spike in new business volumes – seasonal blip, or
the signs of a return to annualised growth?
It is in this context that the March 2017 monthly figure
of £93m new business lending was particularly significant.
It represented a huge spike on the prior 10 months, all
of which had posted relatively flat new business values,
fluctuating between £69m and £77m, with the average
monthly lending at £73m.
That the £93m for March 2017 was up by 22% on the
previous month’s average is telling. Perhaps even more
significant, however, is the fact that it is also over the March
2016 figure (£86m), given the pre-MCD rush to complete
deals under the previous Consumer Credit Act regulations.
Looking to April 2017, although activity decreased by 15%
compared to March’s high, the new business volume for
that month was £79m, significantly above the £71m average
from April 2016 – February 2017, and up £28m from the
previous April’s low of £51m. Moreover, in the general
mortgage market, March is traditionally a seasonal peak, so

an April fall-back was to be expected, suggesting £79m was a
relatively healthy monthly volume.
By May, the growth trend of the sector seemed to have
been confirmed, with new business volumes for that month
standing at £87m – the second highest monthly totals prefinancial crash.
While January is a typically quieter month for the mortgage
market, the return to form throughout the rest of the
quarter and into May is a positive indicator that the Second
Charge Mortgage sector is starting to rebound from a
disappointing 2016. What remains to be seen is whether
March’s remarkable performance was a seasonal spike, or
the start of positive momentum in the market that signals a
more general return to lending growth. The fact that May
2017’s new business volumes were at a high of £87m – and
annualised lending breached the £900m mark for the first
time – strongly suggests the latter.
Wider property picture
The UK’s property market has endured a challenging few
months, with political and economic uncertainty intensifying
market instability. This volatility is exemplified by the
fluctuation in house prices, which, according to Nationwide,
rose in January and February, only to subsequently endure
three months of consecutive falls – the first time this has
happened since the financial crash.
In this climate, it’s interesting to note that re-mortgaging
transactions in March and April also dipped slightly. In
April specifically, re-mortgaging activity was down 16% by
value and 18% by volume, and compared with a year ago,
was down 15% by value and 16% by volume. This decrease
runs in parallel to total mortgage lending falling by 11%,
from £20.7bn in March to £18.4bn in April, according to
figures from the Council of Mortgage Lenders.
However, due to the heightened speculation around the
possibility of a rise in interest rates, it’s likely that savvy

HARRY LANDY
CONCLUDED:

“

It is not just the experience that
has changed. There has been a
proliferation of products available
on the market, meaning client
needs are better able to be served.
We have seen rates become more
and more competitive, with lenders
like Masthaven starting at 3.74%,
and new entrants showing interest,
such as West One launching a
secured lending proposition.
What’s important now is that
brokers are aware of the wide
variety of property financing
available so they can best advise
their clients accordingly.
They need to understand the role
second charge mortgages can play
for their clients, as understanding
its benefits will help to unlock
further growth for the market.

”

EDUCATION, EDUCATION,
EDUCATION: STILL WORK TO
BE DONE TO DRIVE GROWTH
borrowers will still look to take full advantage of the
competitive rates on offer in the months that they still can.
And with second charge mortgages becoming more and
more accepted as a mainstream option for capital raising,
it’s likely too that that they will increasingly be seen as viable
alternative to re-mortgaging in the months ahead.
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MCD tipping point
The implementation of the Mortgage Credit Directive in
March 2016 was predicted to prompt growth on Second
Charge market volumes. The opposite was in fact true, with
the immediate effect of the MCD causing disruption in the
market. Whilst this was primarily a challenge of embedding
new processes and IT systems across the industry, a
proportion of the subsequent sluggish growth has been
down to a lack of education on second charges.
Brokers are not fully aware of the range of second charge
options available for clients, or of the situations when they
can offer a valuable alternative to first charge options for
homeowners looking to raise capital. Moreover, some do not
fully appreciate the new regulations and their obligations.
Indeed, independent brokers who do not consider second
charge mortgages when it is appropriate to do so are failing
to meet their regulatory obligations.

SECOND CHARGE
ANNUALISED
LENDING 2017

However, there is evidence that the benefits of both the
MCD and educational efforts by the industry are starting
to come through, and finally leading to market expansion.
Despite a slow start, consumers are now receiving better
advice and having an experience of the application process
that’s in line with the first charge mortgage market. As a
result of the market coming into the mainstream, a wider
range of product options, such as fixed rates, trackers and
discounted rates are also available, making it easier for the
product to fit borrowers’ needs.
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A lot of this progress has come as a result of increased
engagement. This has been borne out by Enterprise’s
own programme of broker education, reaching out to
that audience with webinars, educational videos, and
sponsorship of CPD-accredited training with key trade
publications. But there is still more to be done. Education
will increase brokers’ understanding of all the mortgage
options, as well as dispel some historical misconceptions that
still exist. Brokers can drive market growth, help improve
understanding of the market and, in doing so, help more
and more borrowers see that second charge mortgages can
be a reliable and helpful way for them to free-up equity in
their properties when first charge options aren’t suitable.
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Enterprise is a multi-award winning master broker
specialising in the safe distribution and packaging of
secured loans, bridging finance and commercial mortgages
and was established in 2002.

MEDIA CONTACTS:

It is widely recognised as one of the largest and most
innovative providers of broker services in the UK and its
services are offered to many of the UK’s major networks.
Its network partners include Openwork, Intrinsic, Tenet,
HLPartnership, Sesame Bankhall Group and The Right
Mortgage and Protection Network, as well as a large
percentage of the directly authorised community.

Matt Jamieson,
Teamspirit PR,
020 7360 7829 / 07875 842112

In 2014, Enterprise Finance was named the 15th fastestgrowing company in the UK according to The Sunday
Times / BDO Profit Track 100 programme and was
ranked in The Sunday Times / Virgin Fast Track 100 for 3
consecutive years, 2015-2017.

Rachel Harrison,
Teamspirit PR,
020 7360 7839
rharrison@teamspiritpr.com
Enterprise Finance Sales Director
Harry Landy is available for
comment on a variety of industryrelated topics. Please get in touch
for more information.
The Enterprise Finance Second
Charge Report is devised using
a combination of data from the
Finance and Leasing Association,
with Enterprise Finance’s own
management information and
data from other market sources.

Enterprise Finance would be grateful for any hyperlinks you could
provide. For ease, we’ve provided these links: Enterprise Finance, secured
loans or, preferably, commercial mortgages which you can copy and paste
directly into the articles.
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