
1 NewsLet ter 12

w w w.theastl .org

C o p y r i g h t  2 0 2 1 ,  a s t l w w w . t h e a s t l . o r g t w i t t e r . c o m / a s t l b r i d g i n g

NEWS INSIDE
• ASTL UPDATES

• HAVE YOUR SAY

• UNTIL NEXT TIME

 

The latest ASTL data shows an almost universally 

positive set of results for bridging lending in Q2 

2021, with completions increasing, applications 

remaining strong and defaults falling.

Q2 2021 Lending Data

ASTL UPDATES

Welcome to the latest edition of 
the ASTL member newsletter

We have recently published our lending data 

for Q2 2021, which was pleasing for a number 

of reasons. Not only is the market continuing to 

grow and show signs of ongoing recovery as we 

emerge from the pandemic, but the increase 

in completions also represents improving 

conversion rates, which is good news for brokers, 

lenders and customers. 

The falling value of loans in default and number 

of repossessions also reflect the quality of lending 

and shows that the market is continuing to 

grow in a sustainable way and enhance its ever-

improving reputation.

However, there remain challenges ahead, and in 

this edition of the newsletter there are insights 

into the potential impact of the removal of 

financial support schemes by Azets and CG&Co.

We are also publishing the open letter we issued 

to intermediaries in Bridging & Commercial in 

August on the subject of Breathing Space, and 

there are updates on new members, the website 

and research for our upcoming White Paper.

Thank you to our members and associates who 

continue to provide their expertise through their 

contribution to this newsletter. If you would like 

to submit a contribution or have any requests for 

future content, please let us know.

The figures, compiled by auditors from data 

provided by members of the Association of Short-

Term Lenders, show bridging completions were 

£1.1bn in Q2 2021, an increase of 23.2% on Q1.

https://www.theastl.org/
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Bridging loan books reflect the increase in 

completions and now stand at over £4.7bn.

Applications fell slightly, by 1.7% to £7.36bn, 

compared to Q1 but applications for the year 

ending 30 June 2021 were still 26.9% higher than 

applications in the year ending 30 June 2020. 

While average LTVs showed a small increase since 

the March 2021 quarter and now stand at 59.8%.

The value of loans in default continues to fall, 

showing a decrease of 7.6% on Q1 2021 and the 

number of repossessions also fell again this 

quarter, suggesting the continued easing of 

coronavirus restrictions is having a positive effect.

Vic Jannels, CEO of the ASTL says: “The Q2 

2021 lending figures are pleasing for a number 

of reasons. Not only is the market continuing to 

grow and show signs of ongoing recovery as we 

emerge from the pandemic, but the increase in 

completions also represents improving conversion 

rates, which is good news for brokers, lenders and 

customers. The falling value of loans in default and 

number of repossessions also reflect the quality of 

lending and shows that the market is continuing 

to grow in a sustainable way and enhance its 

ever-improving reputation. In this growing market, 

ASTL lenders continue to represent a benchmark 

of quality and customer focus, providing brokers 

with a source of flexible short-term finance that 

they can trust.”

Open letter to intermediaries
Published on Bridging & Commercial on 

18 August 2021

Earlier this year, when the enforcement 

moratorium was lifted, the government provided 

a safety net for struggling borrowers with the 

introduction of a new piece of legislation: The 

Debt Respite Scheme (Breathing Space).

Breathing space was introduced to give borrowers 

in problem debt the right to legal protections 

from creditor action for up to 60 days, including 

pausing most enforcement action and contact 

from creditors, as well as freezing most interest 

and charges on their debts. It works on the basis 

that borrowers should maintain interest payments 

on the principal in secured debt throughout, but 

that this will at least provide them with time to 

identify a solution without their financial position 

worsening.

On bridging loans, of course, there are rarely any 

ongoing interest payments to be made, but this 

hasn’t prevented breathing space being used in 

the bridging sector. And, I’m afraid, it’s also being 

abused.

Breathing space can only be applied for on 

behalf of a borrower by an FCA-registered debt 

adviser. However, we have been made aware 

that there are firms with both debt advice and 

finance capabilities that are using the legislation 

as a means of blocking enforcement action and 

suppressing charges on bridging finance while 

they attempt to refinance the borrower. What’s 

more, they are using this as a selling tool.

Not only is this against the spirit of the legislation, 

but it’s also ultimately detrimental to the 

customer. Brokers, who do not do the necessary 

spadework — forensically investigating the asset, 

debt and circumstances — before applying on 

the debtor’s behalf will invariably be likely to be 

unsuccessful in refinancing the loan. This will likely 

add to the emotional distress of the customer and 

leave the debtor in a far worse position. Breathing 

space, misused in this way, prolongs an issue 

without really addressing the problem — it’s bad 

for customers and lenders.
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We have been alerted to this by Jonathan 

Newman, a member of the ASTL executive and 

a senior partner at Brightstone Law, who has 

already seen a handful of examples of breathing 

space being abused.

On behalf of the ASTL, our request is this: please 

make use of legislation, like breathing space, in 

the spirit within which it was intended. Where a 

borrower is in genuine difficulty, I know that any 

of our members will be open to engage with the 

customer to reach a satisfactory outcome through 

the usual open and direct channels. Our lenders 

are committed to treating customers fairly and 

look to find sensible resolution; breathing space 

prohibits lender contact at a time when the best 

outcome is more often than not found through 

dialogue. 

Examples of misuse — in whole or in part — for 

one’s own business benefit at the costs of others 

is reputation damaging in the very marketplace 

in which an intermediary operates. So, look after 

your clients and do what’s best for them. Put 

the customer first. Make use of legislation and 

government schemes when they are genuinely 

required. The relationship between lenders and 

debt advisers/ intermediaries works best when it’s 

based on trust. It can be destroyed if that trust is 

broken.

Website and research updates

A quick update on these. We are in the final 

stages of development for the new website, 

which should be ready to launch in the coming 

weeks. We are also ready to press the button on 

the research we will use for our upcoming White 

Paper on bridging finance, including insights into 

consumer understanding and attitudes. 

HAVE YOUR SAY

CONSTRUCTION CASH CRUNCH LOOMS 
WHEN MORATORIUM ENDS

Stephen Grant, Partner at Azets and a specialist on 

the construction sector

The construction sector could see a high risk of 

business closures with the expiry of temporary 

measures introduced under CIGA (Corporate 

Insolvency and Governance Act 2020) and the 

removal of financial support schemes such as 

Furlough, both due to end on 30th September.

CIGA introduced a number of temporary 

measures to provide protection for businesses 

impacted by the pandemic and for directors 

running companies have become insolvent.  

Those temporary measures, including restrictions 

on winding-up processes and the suspension of 

wrongful trading rules have likely prevented a 

significant number of business failures.

Additional measures, such as the Furlough 

scheme and government-backed loans and grants 

were also introduced to sustain employment 

levels and provide businesses with vital cash flow 

and the time to adapt to the pandemic. And the 

end of these temporary measures, together with 

the introduction of new VAT and IR35 taxation 

rules are likely to cause serious problems for 

the construction sector. Sub-contractors are 

expected to be disproportionately affected with 

many businesses and sub-contractors unable to 

continue trading.

The VAT reverse charge system introduced on 

1st March this year means that VAT must now be 

paid directly to HMRC by the main contractors 

rather than be passed down the supply chain to 

sub-contractors. Many sub-contractors will have 

previously used VAT to assist with their cash flow 

prior to their quarterly VAT return. This cash flow 

benefit is now being removed in its entirety and 

many small businesses or contractors will not have 

the reserves to continue trading.

Cash flow pressure will be further impacted for 

many following the new IR35 legislation which
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will require more contractors to pay tax and NIC 

directly from their pay. The end of the moratorium 

and withdrawal of the Furlough scheme will 

almost certainly result in main contractors 

refocusing their cash flow priorities, potentially 

to the detriment of sub-contractors and those 

impacted most by the recent VAT and IR35 

changes.

Unfortunately, the outlook for the construction 

sector and sub-contractors in particular is very 

uncertain, and we are likely to see a significant 

number of smaller businesses close and sub-

contractors leaving the industry. Wider issues 

such as raw material and labour supply shortages, 

rising costs, reduced margins and ongoing trading 

uncertainties arising from the pandemic are well 

documented and simply add to the scale of the 

pending problem. Regrettably, we could see 

around 10% of construction businesses and sub-

contractors either failing or closing voluntarily by 

the end of 2022.

All businesses in the sector face the same 

challenges but they should be aware of the 

challenges facing them and plan strategically to 

navigate their way through. Cashflow planning is 

going to be vital to survival, along with keeping 

a close eye on margins. Funding will be available 

to those businesses that can present a credible 

business plan. Directors and business owners 

should establish at an early stage their funding 

requirements and then ensure they have a 

strategy in place to ensure they have the requisite 

funding in place.

PROPERTY RECEIVERSHIP DURING 
THE COVID-19 ERA: WHAT’S NEXT FOR 
LENDERS?

Edward Gee, Property Receiver and Insolvency 

Practitioner at CG&Co & associate member of the 

ASTL

We’re on the brink of a watershed moment… 

At the end of September 2021, the furlough 

scheme will finally conclude after 18 months. To 

put the significance and scale of this scheme in 

context, it’s worth noting that 1.84 million workers 

were still on furlough at the end of June 2021.

The wind down of the furlough scheme 

undoubtedly represents a step towards ‘normality’ 

in the labour market, but it also will mean big 

income losses for many of those who end up 

unemployed unless they are swiftly able to find 

alternative employment.

The ending of this scheme combined with the 

phased conclusion of the mortgage payment 

holiday is also likely to impact both the ability of 

tenants to pay their rent and property owners 

to meet their loan repayments. And then there 

are the government’s Bounce Back Loans to 

consider…

When the two headline coronavirus loans for 

businesses — the Bounce Back Loan Scheme 

(BBLS) and Coronavirus Business Interruption 

Loan Scheme (CBILS) — were launched in spring 

2020, repayments on both were deferred for 12 

months. 
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That means that many repayments have either 

recently started or will start soon for many 

applicants. The reality of running businesses post-

Covid 19 could be about to bite for many of these 

companies.

Given all the economic uncertainty that remains, 

it now seems inevitable that defaults will increase, 

whether this is arrears on payments or due to the 

expiry of the loan term.  

Whilst the appetite to lend is high within the 

specialist finance market, loan-to-values may 

struggle to meet outstanding debt figures, 

withborrowers unable to raise the funds to cover 

shortfalls.

This, in turn, has the potential to prevent refinance 

exits from progressing. Lenders are right to be 

concerned about underperforming or default 

loans at this point in time — especially those 

where the term has expired and they wish to 

allocate those funds to new deals. What’s more, 

the backlog of possession claims is only expected 

to increase for the foreseeable.

As far as CG&Co is concerned, this means that 

lenders owe it to themselves to take the most 

proactive and best-informed approach to ensuring 

that borrowers are engaged and negotiated with 

at the earliest opportunity. As we enter the next 

chapter of this unprecedented Covid-19 era, there 

remains much that can be done.

But lenders resolutely need the most proactive 

firm of property receivers on their side to ensure 

the best possible outcome.

UNTIL NEXT TIME

We hope you have enjoyed the latest edition 

of the ASTL newsletter. Remember, we value 

your feedback, so if you have any comments, 

or would like to register your interest to 

contribute in the future, please contact Alex 

Hammond (alex@alsocomms.com)
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