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Nikhil Rathi 

Chief Executive Officer 

Financial Conduct Authority 

12 Endeavour Square 

London E20 1JN 

 

Dear Nikhil 

We welcome your comments at your appointment hearing that issues around mortgage prisoners 

will be a priority for you at the FCA. We are writing about the FCA’s guidance on mortgages and the 

coronavirus. Given that this guidance was published before the resurgence of the virus and the 

introduction of the new local alert levels and the Wales circuit breaker lockdown we recommend 

that the FCA should review it. The discretion afforded to firms around the forbearance options they 

offer also means that it could be a lottery as to whether customers are treated fairly. 

The further damage caused to the economy by the coronavirus poses particular risks for mortgage 

prisoners. Thousands are still paying excessive interest rates and will have seen increases in their 

monthly payments at the end of payment holidays as the amounts are spread over the remaining 

term of the mortgage. Any mortgage prisoner that does miss a payment after 31 October due to the 

impact of the coronavirus will be prevented from switching using the new modified affordability test 

– meaning that thousands could continue to be trapped paying excessive interest rates and told that 

they can’t afford to pay less. 

The work of the APPG has been informed by the experience of mortgage prisoners and supporting 

MPs in constituency casework. UK Mortgage Prisoners are a member of our solutions working group 

and have shared the difficulties which mortgage prisoners are still facing due to the coronavirus and 

being trapped paying high interest rates. 

Informed by this engagement with mortgage prisoners, the APPG considers that the review of the 

guidance should introduce the following changes: 

• The FCA should be more prescriptive about the forbearance options which should be offered by 

lenders to customers. 

• The offer of a temporary 3 month payment holiday should be extended to all customers in Tier 2 

and Tier 3 areas if they are suffering from financial difficulties due to the coronavirus and the 

local restrictions. This extension will enable those with existing payment holidays which finish 

soon to extend them and also help those whose income might have recovered during August 

and September to apply for another payment holiday if they experience new difficulties.  
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• An urgent reconsideration of the lifting of the ban on repossessions in Tier 2 and Tier 3 areas and 

putting a further restriction in place for a time after a local area moves back into Tier 1. A strong 

message from mortgage prisoners has been that there should be no repossessions at all until the 

Spring. 

• All customers given a right to request a temporary switch to interest-only payments for a period 

of up to 12 months. Any customer taking advantage of this should not be classified as being in 

arrears. 

• All customers given a right to request an extension to the term of their mortgage for a defined 

period (such as a term extension of 1-5 years) without having to go through an affordability 

assessment. 

 

The FCA should change the rules for the modified affordability assessment so that any missed 

payments due to temporary financial difficulties caused by the coronavirus do not prevent mortgage 

prisoners from switching using the modified test. If lenders can’t exercise discretion in this way then 

any mortgage prisoner missing a payment due to the coronavirus would be trapped paying a high 

interest rate for the next 12 months. 

To protect those mortgage prisoners unable to switch, the FCA should publish the results of its 

investigation into outlier rates and introduce a cap on SVRs to ensure that all mortgage prisoners are 

paying reasonable interest rates. 

When the FCA announced the first version of the mortgages guidance it said that it covered “the 

steps firms should take to ensure that the payment holiday does not have a negative impact on the 

customer’s credit score.” We have received reports from mortgage prisoners that their credit scores 

have been affected when they took a payment holiday. Please can you confirm whether taking a 

payment holiday under the previous version of the coronavirus guidance could affect credit scores.   

We were grateful for the time Andrew and Chris spent to engage with the APPG and understand the 

problems faced by mortgage prisoners. We also welcomed their support for the set up of the 

mortgage prisoners solutions working group and their commitment to its ongoing work programme.  

The APPG would welcome a meeting with you to discuss what further action the FCA can take to 

help ensure that mortgage prisoners are treated fairly. 

Kind regards 

 

Seema Malhotra MP     Lord Sharkey 

Co-Chairs, APPG on Mortgage Prisoners 

 

Kevin Hollinrake MP 
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Co-Chair, APPG on Fair Business Banking 

CC Rishi Sunak MP 

appgmortgageprisoners@gmail.com 
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