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A cap on Standard Variable Rates for mortgage prisoners is supported by Martin Lewis and would 

provide immediate relief to the 250,000 mortgage prisoners. It would be a targeted intervention and 

would not distort the market. The 250,000 mortgage prisoners took out their mortgages prior to the 

financial crisis with fully regulated high-street banks like Northern Rock. They were then kept 

trapped on high SVRs before being sold to vulture funds like Cerberus, Tulip and Heliodor.  

The amendment applies a cap on the Standard Variable Rate for mortgage prisoners with inactive 

lenders and unregulated entities and ensures that they can access fixed-rate deals. It would have no 

impact on the market for active lenders such as the main high-street banks which compete to offer 

their existing customers new deals. The number of mortgage prisoners would decline over time as 

they repay their mortgages or reach the end of their mortgage term. 

The margins on these Northern Rock mortgages increased significantly after the financial crisis – as 

interest rates available to people at active lenders fell, the Government kept mortgage prisoners on 

high SVRs and then sold them off to inactive lenders and vulture funds which also kept them on high 

SVRs. Prior to the financial crisis the gap between the Northern Rock SVR and the base rate was 

2.09%, since 2009 it has been 4.29% above base rate. When the Government sold on the loans, it 

gave some of the purchasers such as Tulip mortgages “complete discretion” on interest rate policy 

after 12 months. Protections for later packages of mortgage sold only required the SVR to be kept at 

the level of the third highest of a basket of 15 SVRs – which is higher than the current rate charged 

to mortgage prisoners. 

If mortgage prisoners were entitled to new deals on the same basis as other customers then the 

average rate they would be paying would be 1.8%, below the level of the SVR cap of 2.1%.1 

Analysis commissioned by the APPG shows that when these mortgages were given they were not 

“high risk”, it is the subsequent treatment by UK Asset Resolution and unregulated firms like 

Cerberus by keeping mortgage prisoners on high rates which has led directly to the financial 

difficulties suffered by mortgage prisoners. 

As expected, given that Northern Rock was based in the North East and the trends in house prices 

since 2008, data from mortgages securitised by Cerberus shows that mortgage prisoners are 

disproportionately based in the North East (14%), the North West (16%), Yorkshire and 

Humberside (12%) and Scotland (11%). 

Feedback from mortgage prisoners has shown that only a small number have so far been able to 

switch to different lenders using the changes to the FCA affordability test rules in October 2019. The 

FCA’s cost-benefit analysis published when the rules were proposed estimated that 2,000 to 14,000 

mortgage prisoners would actually switch using the new rules. 

Martin Lewis of Moneysavingexpert.com supports a cap on Standard Variable Rates of closed book 

mortgages. When the amendment was tabled by Lord Stevenson during the Committee Stage, 

Martin issued a supportive press statement. He believes that “for those on closed-book mortgages [a 

cap on SVRs] is a good stopgap while other detailed solutions are worked up, and I'm very happy the 

APPG on Mortgage Prisoners is pushing it. This would provide immediate emergency relief to those 

most at risk of financial ruin. No one should underestimate the threat to wellbeing and even lives if 

this doesn't happen, and happen soon.” 

 
1 This analysis assumes that mortgage prisoners would be entitled to fixed-rate deals at the average rate given 
by Bank of England data (March 2021) for their relevant Loan-To-Value. This is based on data for the LTV 
published by the FCA in January 2020 and since then house prices have risen by at least 8.5% in England. 


