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Dream of small time property investors destroyed by lending drought & housing market downturn, says IVA.com

· No margins for downturn fatal for buy to let borrowers

· Bitter disappointment for Brits relying on buy to let market for financial leg-up

· Won’t sell? Can’t sell

THE BUY TO LET boom has blown up in the faces of borrowers who overstretched themselves to climb the property ladder, says debt solution comparison site IVA.com.
“Plummeting property prices and the effects of the global financial crisis are having disastrous effects on property market investors at the lower end of the scale,” said IVA.com director Terry Balfour.

“A couple of years ago when buy-to-let mortgages were stack ‘em high, sell ‘em cheap and property values were soaring, a second property was an affordable way for ordinary working people to try to build a nest egg for the future.

“But since living costs have gone through the roof and mortgage lenders have battened down the hatches in the wake of the credit crunch, this plan has backfired for many.”

As a consumer-facing organisation, IVA.com acts as a barometer for the UK’s debt problem by speaking directly to those affected by serious debt on a daily basis.

                                                       

“We are hearing from people with quite modest incomes who just didn’t have the margins to cope with a downturn in the economy,” says Balfour.

“The immediate obvious solution would be to sell up but with the state of the housing market right now that’s easier said than done.”

The recent crisis affecting Bradford & Bingley, Britain’s biggest buy to let lender, is an indication that the market is facing a serious downturn as lending options for landlords diminish. This is underlined by the beleaguered lender’s moves to draft in an extra 70 staff to cope with a predicted surge in defaulting customers.

“Owning a second property was a dream come true for a great many people and so letting go of that is difficult in more ways than one, particularly if they are now in negative equity and face making a loss on top of their growing debts.

“Their major concern, especially for those with families, is to hang on to their own home but with a second mortgage draining their resources, that is also under threat. They are very scared and bitterly disappointed that their attempt to improve their lives has gone so very wrong.”

Latest figures from the Council of Mortgage Lenders* illustrate the set-back the buy to let sector has suffered this year as fewer investors are able to meet lenders’ increasingly strict criteria

“The margins of rents over mortgage payments that made the buy to let boom possible have closed to such an extent now that more and more borrowers are having to dip into their disposable income to meet the repayments,” says Balfour. 

“”But if they already have debts, the problem can snowball very quickly and become unmanageable. The sums just don’t add up anymore.”

IVA.com acts as an interface between consumers looking for help with their debts and the professionals who can provide the best solutions. The website lists over 1,000 insolvency practitioners and debt management plan providers from all over the UK.

– Ends –

* The number of new BTL loans dropped by 18 per cent in the first half of 2008 compared to the previous six months – Council of Mortgage Lenders
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Editor's notes

Founded by its managing director Terry Balfour in 2007, IVA.com is the first IVA comparison website in the UK. It is a free interactive online service for consumers looking for an IVA firm most suitable to their needs. Its database has over 1,000 UK-based IVA firms and insolvency practitioners (IPs). IVA.com brings transparency to the market by employing its unique rating system based on the real experiences of IVA customers. There are over 500 reviews and many more ratings that provide people with details of how IVA firms are performing. 

IVA.com enables smaller firms to compete more effectively with the larger IVA factories. 

