Bank of England allows lenders to exceed high loan-to-income mortgage cap to aid first-time buyers
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The Bank of England has announced a significant adjustment in mortgage lending regulations that could offer relief to first-time buyers struggling to enter the property market. Although an overarching sector-wide cap restricting high loan-to-income (LTI) mortgages at 15% remains in place, individual lenders will now be permitted to exceed this threshold if they choose. This flexibility aims to increase the availability of mortgages with high LTI ratios, potentially easing access to loans for creditworthy buyers, particularly those purchasing their first homes.
The decision follows extensive discussions by the Bank’s Financial Policy Committee (FPC) on the current application of LTI limits. The Bank acknowledged that while such high LTI lending poses some risk, maintaining a 15% aggregate lending cap across the sector provides a protective buffer against over-indebtedness during periods of rapid house price growth. The move allows lenders to adopt varied risk appetites reflective of their strategies without compromising overall market stability. Recent data revealed that nearly 10% of mortgage lending in early 2025 was at an LTI ratio above 4.5, with this share expected to increase amid the easing of affordability tests and changing economic conditions.
First-time buyers have faced particular challenges due to stringent deposit requirements combined with lending limits. UK Finance has highlighted that many prospective buyers must amass deposits well beyond twice their annual incomes, especially in London, where high house prices far outpace wage growth. Around 30% of high LTI lending is concentrated in London, illustrating the capital’s acute affordability pressures. This has made substantial external financial support, such as help from family, a common necessity for new entrants to the market. The Bank’s latest adjustment is therefore seen by some industry experts as a pragmatic step to reflect current housing and income realities without the risk of reckless lending.
The market is already showing signs of revitalisation, with the number of first-time buyers rising sharply. Research indicates a near 20% jump in first-time purchases in 2024, accounting for more than half of all new mortgages. Mortgage rates, having retreated from recent peaks, along with new product offerings from major lenders, have improved affordability to some extent. However, the requirement for large deposits remains a formidable obstacle. Compared to other European countries, UK borrowers face much higher upfront costs and often stricter lending criteria, including lower loan-to-value ratios and stricter affordability tests, which exacerbate challenges for many aspiring homeowners.
This regulatory relaxation comes in a broader context of attempts to balance market growth with financial prudence. The Bank of England will continue to monitor risks and plans to review overall bank capital requirements, with a report anticipated in its upcoming financial stability update. Meanwhile, the government is also preparing schemes to support homeownership, such as proposals for a 99% mortgage, designed to lower deposit barriers. These initiatives, however, carry warnings from some experts about potential pitfalls, including exposure to negative equity and heightened default risks, underscoring the delicate task of expanding access without undermining market resilience.
Industry voices have largely welcomed the Bank’s move as a sensible adjustment rather than a return to unsafe lending practices. Andrew Montlake, chief executive of Coreco mortgage brokers, described the change as a “welcome and pragmatic move” reflecting contemporary income and housing market conditions. He stressed that if implemented wisely, this flexibility could significantly aid first-time buyers without jeopardising the overall stability of the housing market.
Nonetheless, the Bank of England governor has voiced caution, warning that loosening lending criteria too much might lead to more repossessions and financial instability. The overall challenge remains finding a balanced approach that supports sustainable homeownership while safeguarding the financial system against future shocks.
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