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With the release of the spring’s mini-budget statement, the potential rate of inflation has risen from

5.00% to an estimated 7.40% this year. It’s an estimation that’ll leave the UK with the highest level of

inflation in the last 30 years, leading to a huge impact on living costs.

Since the housing market began operating again under the ‘new normal’ 18 months ago, sales have

increased. Fuelled by a change in property requirements and the stamp duty holiday, the average

property price now exceeds £250,000 and as of October 2021, annual price growth of 9.90% was

recorded. With inflation estimated to increase, interest rates will be impacted and are expected to

rise, could this impact the property market?

Mortgages

Homeowners with fixed-rate mortgages have little to worry about if and when interest rates increase.

Monthly payments will not be impacted, and life will continue as normal. This may evoke some

concern in those with variable rate mortgages as rises will take effect on payments straight away.

However, experts suggest that if the interest rate increases are spread over the next two years and

are gradual, payments should be manageable. If the opposite were to happen – sharp back-to-back

increases – the number of people refinancing will likely increase amongst those with variable rate

mortgages.

Property prices

Keeping interest rates in check is paramount and the Bank of England is responsible. A slow and

steady approach would also help manage any spikes in house prices in the future. This means

greater access to properties, particularly for first-time buyers who are having to navigate the £49,257

average price increase that has occurred over the past five years.

Generally speaking, however, the interest rate does not have a direct impact on property prices. It is

the repercussions of the interest rate increasing or decreasing that cause price fluctuations. If the

interest rate rises (and assuming the majority of people need a mortgage to buy), the cost of a

mortgage could become unachievable. Due to this, there would likely be a drop in demand, and this

could see lower house prices.



Rental properties

Similarly, whilst a rise in interest rates does not have a direct impact on rental costs, everything can

snowball. Interest rates going up mean higher inflation and rental prices often follow suit.

It has not gone unnoticed that rental prices have skyrocketed in 2021 – up 6% annually. The financial

ramifications of the past two years have seen a dwindling supply of rental properties which is

expected to only be exacerbated further by an interest rate increase. For those who want to buy,

inflation and rent increases are making it harder than ever to save for a deposit.

Access to capital

Whilst it has been reported that the Bank of England is unlikely to raise interest rates before

Christmas, it is expected to exceed 5% by spring. Mortgage rates will remain high, with the majority of

sub 1% rates being pulled from lenders’ offerings.

As has been the trend throughout 2021, the housing market will remain busy. However, demand is

high with the number of buyers exceeding sellers. This means competition is rife and being a cash

buyer or having access to capital is a benefit. TAB HQ is here to support those looking for fast, short-

term funding.

TAB can arrange residential bridging finance quickly, lending from £100,000 up to £10 million with a

maximum term of 24 months. Get in touch with TAB today on 0208 057 9070 or email

enquiries@tabhq.com and discover how we can help with your capital requirements. 

This article is for information only and does not constitute advice or a personal recommendation.

When it comes to financing, any property used as security is at risk of repossession if you do not keep

up with your payments. If you are unsure of the risks, you are advised to obtain appropriate

professional advice. TAB is an unregulated lender so will not lend on your principal property.

https://tabhq.com/borrow/first-charge-residential


Capital is at risk. Property values can go down as well as up. Borrowers may default and

investments may not perform as expected. Interest and income are not guaranteed. Returns

may vary. You should not invest more than you can afford to lose. TAB is not authorised by

the Financial Conduct Authority. Investments are not regulated and you will have no access to

the Financial Services Compensation Scheme (FSCS) or the Financial Ombudsman Service

(FOS). Past performance and forecasts are not reliable indicators of future results and should

not be relied on. Forecasts are based on TAB’s own internal calculations and opinions and

may change. Investments are illiquid. Once invested, you are committed for the full term. Tax

treatment depends on individual circumstances and may change.

You are advised to obtain appropriate tax or investment advice where necessary. Understand

more about the key risks here.
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