UK mortgage approvals slump to lowest in over a year following stamp duty exemption expiry
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The UK housing market has faced a notable downturn as mortgage approvals plummeted to their lowest level in over a year, a consequence of recent shifts in tax policy. In April 2025, the number of mortgages approved by British lenders dropped to 60,463, a substantial decline from the revised total of 63,603 in March, marking the lowest figures since February 2024. This steep fall was largely attributed to buyers rushing to secure properties before the expiration of a temporary stamp duty exemption, leading to an unexpected contraction against forecasts that had predicted a lesser decline.
Net mortgage lending was equally impacted, with a significant reduction of £759 million during April, the most considerable drop since January 2024, following a sharp increase of £12.963 billion in March. Analysts suggest that the weakness observed in April might not solely stem from buyers bringing forward purchases. Ruth Gregory, Deputy Chief Economist at Capital Economics, indicated potential long-term vulnerabilities, commenting on risks that could undermine the projected 3.5 per cent annual house price growth for the fourth quarter of 2025.
Despite these setbacks, the Nationwide Building Society reported stronger-than-expected house price growth of 3.5 per cent year-on-year in May. The bank attributes this resilience to robust underlying demand, driven by low unemployment rates and wages that continue to outpace inflation. This presents a somewhat paradoxical picture of the housing market: while recent months have demonstrated volatility, underlying economic indicators remain relatively strong. However, the prospective impact of rising living costs, in light of increasing household bills, looms large over future housing market forecasts.
Additionally, historical context reveals that this decline in mortgage approvals is part of a broader trend. For example, recent figures indicated similar challenges in the market, particularly concerning rising interest rates, which have made borrowing more expensive. Back in September 2023, approvals were noted to have dropped to levels not seen since January of that year, as higher rates began to weigh heavily on residential lending. The cumulative effect of these rate increases has fostered a challenging environment for potential homebuyers, contributing to elevated concerns surrounding affordability and market stability.
The examination of borrowing practices also reveals that, despite the dip in approvals, there has been a continued rise in unsecured consumer lending, which increased by £1.580 billion in April. This uptick in borrowing suggests that consumer demand remains relatively strong, countering the narrative of a faltering economy. However, experts from KPMG caution that this could indicate a strain on household finances, as families may be resorting to additional credit to cope with increased living expenses.
The interplay of these various economic factors indicates that while the immediate future of the UK housing market may appear daunting, with declining approvals and rising costs, certain indicators hint at a resilient undercurrent that could shape recovery in the months ahead.
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