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Monday 5th September 2011

Aldermore launches mortgage to help ‘disenfranchised’ first time buyers

New British bank Aldermore will launch a mortgage specifically designed to help underserved first time buyers get a foot on the housing ladder. 

The ‘Family Guarantee Mortgage’ is available up to 100% LTV and is designed for borrowers who do not have large cash deposits. The mortgage has a three year fixed rate of 6.48% and parents, step-parents or grandparents will be asked to provide a guarantee secured against their residential property for the amount of loan above 75% LTV.

Charles Haresnape, Managing Director of Residential Mortgages at Aldermore, said: “Many first time buyers have become disenfranchised from the housing market because of the large deposit demanded by most lenders. We believe this is the single biggest issue facing first time buyers and it needs to be addressed head on if the UK’s housing market is to have a chance of recovery.” 

“Buying and setting up a first home is an expensive process, which puts enough strain on a first time buyers’ finances without the additional pressure of needing to save a large deposit. Borrowers must be creditworthy and have sufficient income to comfortably afford their monthly mortgage repayments, with parents, step-parents or grandparents willing to provide a guarantee secured against their residential property”

Mr Haresnape added: “Family support in the form of gifted deposits has become commonplace and is widely accepted by most lenders. The Aldermore Family Guarantee Mortgage gives much greater flexibility, enabling guarantors to retain savings and instead provide a guarantee, requiring no cash deposit.”

“We’ve carefully considered the needs of the guarantor, resulting in a guarantee that is capped at the originally agreed amount.  The guarantee can also be repaid at any time, or released if the loan to value on the mortgaged property falls to 75% or lower.  Perhaps most importantly, we’ve limited the guarantee period to just 10 years at which point it will expire, giving guarantors clarity as to how long their commitment will last.”  

The Family Guarantee Mortgage will initially be piloted via three distributors (Connells Group, Arun Estates and 3mc) to potential homebuyers throughout England and Wales. Loans are available on a repayment basis only (no interest only); the maximum loan size is £250,000, and the minimum age of the borrower must be 25. There is a non-refundable booking fee of £299 and a completion fee of £999.

David Livesey, Group Chief Executive for Connells says: “Despite recent headlines about ‘generation rent’ and the UK taking a more European approach to home ownership, we believe there are many people who would prefer to buy their first home but feel disillusioned with the mortgage market and have lost hope of buying their own property. Indeed, our branches have registered 34% fewer first time buyers in 2011 compared to the peak in 2007.

“Aldermore’s new 100% ‘Family Guarantee Mortgage’ will help those who don’t have a large deposit but can afford monthly mortgage payments to buy their first home”, David continues. “Helping first-time buyers onto the property ladder is a top priority for Connells and we will be doing everything possible to ensure this product is available to the widest possible audience via our national network of mortgage consultants.”
Doug Hall of 3mc says: “Most brokers are only too aware that the lack of a deposit is a major problem for both first and subsequent buyers; an issue that has yet to be adequately addressed by intermediary lenders. Aldermore’s Family Guarantee Mortgage tackles the problem very effectively, having carefully considered the needs of both borrowers and guarantors. It’s a great product that will give intermediaries many more opportunities to help clients.”

Ends

Aldermore markets its residential mortgages exclusively via regulated intermediaries and, unlike most other lenders, decision-making is not dependent on credit scoring, but is based on sensible underwriting rules and criteria applied by experienced staff.

Details of Aldermore’s Family Guarantee Mortgage can be obtained from the above distributors, or by calling Aldermore on 0333 3211000.

For further information journalists can contact:

Josh Cooper, PR consultant                   office: 01295 688243

josh@cooper-consultants.co.uk             mobile: 07768 355265

Notes to Editors

Product specification

Borrowers:
First-time and subsequent buyers 

Credit Status:
Applicants must have a clean credit record. No arrears, CCJs, defaults, bankruptcy orders or IVAs will be permitted.

Max LTV: 
100%

Rate:
6.48% fixed for 3 years from completion

Reversion rate: 
5.73% (Aldermore base rate + 0.75%)

Parental guarantee:
Collateral charge required on parents, step parents or grandparents property equal to the amount of new mortgage above 75% LTV.

Booking fee:
£299

Completion fee: 
£999

Early repayment charges: 
5% in year 1, 4% in year 2 and 3% in year 3.

Overpayments: 
The amount of the collateral charge can be repaid during the first three years without incurring an early repayment charge, or at any time thereafter. 

Purpose of loan: 
House purchase only

Repayment type: 
Capital & Interest (no interest only)

Term: 
Min 10 years max 35 years

Loan amount:
Min £25,000 Max £250,000

Income:
Min £10,000 an affordability calculation will be used

Guarantee
A guarantee will be required from a parent, step parent or grandparent for the amount of mortgage above 75% LTV. Note: All secured debt including the new mortgage, guarantee and any first mortgage or other secured debt on the guarantor property cannot exceed a maximum combined LTV of 75% across both properties.

The guarantee will be secured by a collateral charge on the guarantors’ residential property and the amount of guarantee will be capped at the original agreed amount. The maximum guarantee period will be 10 years, at which point it will expire (and the charge against the guarantors property will be released) unless demand has been made under it and moneys remain outstanding, in which case it will expire when outstanding money is paid in full.

About Aldermore

Aldermore is a new name in British banking and is one of the most strongly capitalised banks in the UK. With backing provided by AnaCap Financial Partners LLP and Morgan Stanley Alternative Investment Partners, Morgan Stanley’s Private Equity Fund of Funds business, Aldermore raises deposits from consumers and lends to homeowners and small and medium sized businesses.

Aldermore does not depend on the wholesale, securitisation or international capital markets and has not been involved in any banking activities or the marketing of any exotic products which have been the cause of problems for so many financial institutions.

As a British bank, Aldermore is regulated by the Financial Services Authority and is registered under the Financial Services Compensation Scheme, which means customers’ savings are protected up to the statutory limit of £85,000 per person. Aldermore is also a member of the Council of Mortgage Lenders.

Aldermore markets it’s residential and buy to let mortgages via professional financial advisers located throughout England and Wales and all mortgages are underwritten and administered from an office in Wilmslow, Cheshire.

Aldermore also market a range of commercial mortgages via specialist commercial finance brokers located throughout England and Wales. Commercial mortgages are underwritten and administered via Aldermore’s head office in Peterborough. 
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