
February 1, 2013 6:13 pm

By Tanya Powley

The cost of fixing a mortgage has fallen significantly
over the past two years, with two-year fixed rates now
available from as little as 1.98 per cent.

HSBC has this week cut its two-year fixed rate to 1.98
per cent for borrowers with deposits – or equity – of 40
per cent or more. Meanwhile, more lenders including
Norwich & Peterborough Building Society and Chelsea

Building Society have launched deals at 1.99 per cent, alongside Yorkshire Building Society.

Unlike previous cheap headline rates, most of these deals come with a competitive £995 fee.
HSBC’s 1.98 per cent deal comes with a £1,999 fee.

This means it is 1.47 percentage points cheaper for homeowners with a 40 per cent deposit – or
equity – to fix their mortgage today compared to two years ago.

The cost of fixing has also fallen for borrowers with smaller deposits. Two years ago the
best-buy deal for a homeowner with a 15 per cent deposit was 5.15 per cent. The best rate today
is 1.67 percentage points cheaper at 3.48 per cent.

Lenders have been making the biggest rate reductions to fixed-rate deals, resulting in
fixed-rates now being cheaper than comparable variable rate products.

“The mortgage market is currently dominated by fixed rates, which is where the best deals
generally are if you make a direct comparison with tracker products using similar loan to values
and arrangement fees,” said Martyn Smith, a mortgage broker at Legal & General.

While two-year fixes are currently the cheapest option, advisers say homeowners should
consider the longer term view and what rates may be available after two years.

According to Ray Boulger of John Charcol, borrowers happy to fix their mortgage for five years
should consider paying the small premium to get a longer deal, because rates will almost
certainly be rising by then. The best-buy rate at 60 per cent loan-to-value is 2.74 per cent from
the Post Office, and 3.04 per cent at 75 per cent loan-to-value.

Some private banks will offer five-year trackers for as low as 2.15 per cent for clients borrowing
£1m or more with assets to place with the bank.

©Bloomberg

Fixed-rate mortgages drop below 2% - FT.com http://www.ft.com/cms/s/0/86dd522e-6ad6-11e2-9871-00144feab49a.html

1 of 2 04/02/2013 12:34



Printed from: http://www.ft.com/cms/s/0/86dd522e-6ad6-11e2-9871-00144feab49a.html

Print a single copy of this article for personal use. Contact us if you wish to print more to distribute to others.

© THE FINANCIAL TIMES LTD 2013 FT and ‘Financial Times’ are trademarks of The Financial Times Ltd.

You may be interested in

Faster trains and smarter people

Good news for holiday homeowners

Apple iPad upgrade targets Microsoft

Editor known for Herculean reading feats

Concern rises over focus on expense ratios

Mitie sees rise in local authority demand

A new take on the active vs passive debate

First social impact retail bond for UK

Wanted: a user's guide to every boss

Facebook mobile ad growth drives profit rise

Cosco shares drop after profit warning

Trinity in successful Aim fundraising

Soccer clubs line up to tackle costs

IMF fails to agree on EU voting power

Little change at top as entrants seek foothold

Q&A: the Green Deal

London borough has most Filipino speakers

Big themes for this year's new crop

China ETFs struggle to meet demand

No brand, no chance, say investors

Nigel Bedford of Largemortgageloans.com said that many of his clients are willing to pay a
premium to secure a deal for five years or longer to give more security against rates rising in the
medium term.

Borrowers taking out a short-term deal could also consider choosing one with a competitive
reversion rate. Aaron Strutt of mortgage broker Trinity Financial noted that Chelsea’s standard
variable rate (SVR) is fairly high at 5.79 per cent, compared to HSBC’s SVR of 3.94 per cent.
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