Bank of Mum and Dad support widens UK first-time buyer divide
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The housing market in the UK is experiencing significant shifts, largely driven by the phenomenon often referred to as the "Bank of Mum and Dad" (BoMaD). A recent analysis by UK Finance illustrates how parental financial support is enabling first-time buyers to enter the housing market sooner and with greater purchasing power. However, this trend raises concerns about increasing inequalities in homeownership, as those without familial assistance are finding it progressively more difficult to secure their place on the property ladder.
According to the findings, assisted first-time buyers—those receiving help from family—tend to enter the market at an average age of 30, possessing an average household income of £56,000. This demographic manages to purchase homes valued at nearly £40,000 more than their unassisted counterparts, who typically buy at 32.5 years of age and earn a higher average household income of £65,000. The stark contrast in purchasing power is evident: assisted buyers deposit an average of £118,073, while unassisted buyers average just £60,741.
This reliance on family support is far from a mere trend; it has become a crucial element of home-buying strategies for many. Rising property prices and an insufficient supply of affordable homes exacerbate the challenge faced by prospective buyers lacking parental assistance. UK Finance's data highlights that, across the UK, average home purchase prices for assisted buyers are £317,846, compared to £279,381 for those without family support. In London, these discrepancies widen further, with assisted buyers averaging deposits of £224,054, while their unassisted peers managed significantly less.
As part of this evolving landscape, governmental measures such as the temporary stamp duty holiday during the pandemic disproportionately aided assisted buyers, while leaving many unassisted buyers struggling to navigate the financial repercussions of rising costs. Experts, including James Tatch from UK Finance, argue that while many first-time buyers continue to chart their own paths without familial aid, the growing need for assistance is a troubling trend that threatens to deepen the wealth divide in homeownership. Tatch emphasised the importance of addressing both supply and affordability issues to maintain equitable access to homeownership.
Furthermore, discussions surrounding the challenges of rising mortgage rates and increased housing costs are increasingly relevant. The average recent first-time buyer was expected to allocate a significant portion of their income—36% of take-home pay—towards mortgage repayments, eclipsing the historical norm of 30%. The recent reductions in base rates from the Bank of England aim to stimulate buyer interest but come against a backdrop of soaring rents and diminished savings potential for deposits.
Indeed, some analysts speculate that the high levels of family financial assistance—now seen in 57% of first-time buyer transactions—could further shape the political and economic landscape of the UK, perpetuating cycles of wealth and disadvantage. According to recent reports, family support for first-time purchases reached approximately £9.4 billion in 2023, with forecasts suggesting stable contributions into the coming years.
Moreover, rising rental expenses further complicate the ability for younger generations to save for a deposit, emphasising the necessity for structural changes within the housing market. Recent government initiatives, including proposals from the Labour Party to prioritise first-time buyers in new developments and the introduction of a 'Freedom to Buy' scheme, seek to alleviate some of these pressures. However, the effectiveness of such measures remains to be seen in light of persistent affordability challenges and high property prices.
In essence, while the "Bank of Mum and Dad" facilitates a pathway to homeownership for some, the implications of this support reverberate throughout the housing market, intensifying the conversation around inequality, social mobility, and the future of homeownership in the UK.
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