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	Executive Summary

Key findings

Based on in-depth interviews with key stakeholders and a representative survey of lenders the research found that:

The impact of HIPS

l Lenders are generally supportive of HIPs and have taken steps to embrace them.  Two thirds intend to provide HIPs as part of a set of tools to attract and retain customers.  However, at the time of the research, there was widespread concern among lenders that the technical standards necessary to inform investment decisions in relation to using the Home Condition Report (HCR) in decision making were not yet known.  Although these were finally published on 14 June 2006, there is a real possibility that some lenders might not be fully geared up to use HCRs until 2008/9.

l Lenders believe that listings will increase in the run up to HIPs and decrease immediately afterwards, but do not expect there to be a long-term drop in transactions as a result of HIPs.  Less than half of the lending industry anticipates that HIPs will deliver substantial benefits for consumers.

l HIPs are seen as having a significant impact on their business by lenders, with the HCR viewed as the most important part of the pack.  

Valuation practices 

l Currently almost all house purchase transactions require a physical inspection.  The HCR is likely to have an impact on lenders practices and will significantly change how lenders make lending decisions.

l However, the full impact of HCRs on valuations will not be immediate.  Nearly eight in ten lenders believe that the need for a physical inspection will reduce and seven out of ten believe that the use of automated valuation models will increase one year after implementation.  Some of this change is already happening and is not being driven by HIPs.  

l AVMs, however, are unlikely to become the default valuation method.  After five years, lenders estimate that AVMs will account for about 40% of valuations with a physical inspection accounting for about half.  Drive by and desk top valuations will make up the remainder.  

l Initially at least, there is likely to be a significant strain on surveyors' resources as they cope with doing HCRs and physical inspections for valuation purposes. 

Back to the future

l Since the previous report in 2002, there has been considerable progress and innovation within the home buying and selling industry, especially in relation to the use of technology and lenders' practices but these have not universally embraced.

l There has been disappointing progress with the National Land Information System (NLIS) whereby local authority searches are provided electronically.  Three quarters of local authorities are still unable to provide a fully electronic service.  A lack of compulsion on local authorities and a lack of investment are thought to be the reasons for this.

l Lenders view the lack of certainty in the current home buying and selling system as the continuing key driver for reform.  Other issues that were originally cited as reasons for reform such as slowness, delays in getting mortgage offers out, lack of transparency and high levels of consumer dissatisfaction are not considered to be as significant today.

Moving on and recommendations

l Industry and government need to work closely together if the timetable for implementation is to be met.  If it appears that the timetable is unlikely to be met, it would be better to delay it wholesale rather than introduce the policy piecemeal.

l The government should recognise that the full benefits of HIPs, particularly from a lending perspective, may not be until several years after implementation because of the lateness of the technical standards and the resultant delay in investment in systems.

l NLIS is a mess.  That an electronic system depends on so many personal searches is a contradiction in terms and wholly unsatisfactory.  There has been no compulsion on local authorities to adopt full connectivity to NLIS and inadequate investment.  These issues need to be addressed urgently. 

l Lenders will need to make sure that sufficient surveying capacity for physical inspections is in place post 1 June 2007.













