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This article summarises the responses received to the consultation on the loan-level data collection for

buy-to-let lending, published in the April edition of this publication. It also outlines planned changes to

the initial proposals in light of the feedback received.

Overview

The Bank of England published a consultation on
proposals to develop a new buy-to-let data
collection on 29 April 2016."

The loan-level collection will support the needs of
the Monetary Policy Committee, the Financial Policy
Committee and the Prudential Regulation Authority
(PRA) Board? and aims to combine Bank of England
statistical and regulatory data requirements into one
collection for the first time.

The Bank invited comments on the proposed list of
attributes, the potential difficulties in obtaining data
on lending to corporates, and the proposed timing of
the collection. Ten consultation responses were
received, with some of these from industry bodies
representing a wider group of respondents.

The consultation closed on 10 June 2016. This
article summarises the key themes from the
consultation responses and explains changes to the
proposals.

Timing

A number of responses highlighted issues with
meeting the proposed first period of data collection
of 2017 Q2 and favoured delaying the collection.
Respondents provided a number of reasons:

! For further details, see ‘Proposals for a loan-level data
collection for buy-to-let lending: a consultation’, by Ross Meader,
Bank of England Bankstats (Monetary & Financial Statistics),
April 2016, available at:
www.bankofengland.co.uk/statistics/Documents/articles/2016/11
apr.pdf.

% Under the Bank of England and Financial Services Act 2016,
which received Royal Assent on 4 May, the PRA will become an
authority within the Bank. This legislation could take effect later in
the year and will result in the PRA Board becoming a committee
of the Bank, the Prudential Regulation Committee. Firms should,
however, experience no change in relation to this data collection.

e There were concerns about collecting new
data fields on retail buy-to-let, where the
applications for loans can be made up to
six months before completion. Therefore
front-end systems changes that are
required for loans completed in April 2017
would need to be in place by October 2016;

e There were concerns about being able to
report data for buy-to-let lending held in
their corporate lending books by 2017 Q2,
given its greater complexity;

e The Council of Mortgage Lenders (CML)
currently collects loan-level data on buy-to-
let lending from 17 lenders. Firms that do
not currently report to CML may have
difficulties delivering systems changes.

In response, the Bank will delay the first period of
data collection by one quarter, and implement the
collection in three phases:

e Phase 1 - delivered in October 2017 for Q3
2017 data: core retail book * attributes
required for the most pressing policy
purposes together with some existing
attributes within the Product Sales Data
(PSD), reported to the Financial Conduct
Authority (FCA). Mostly these are already
collected by the CML from larger reporters.
There are four attributes that are optional
for phase 1. These are loan regulation,
type of dwelling, and date of birth (and an
accompanying borrower reference). They

% Firms should only report loans in the retail book of the firm
which are identifiable as buy-to-let lending. The Bank would
expect that these loans would be widely available as a buy-to-let
loan product, rather than bespoke loans to meet the needs of a
particular customer.
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are included because they are currently
included in existing reporting to the CML
and will be optional until phase 2 reporting
starts.

e Phase 2 - delivered in April 2018 for Q1
2018 data: the remaining retail book
attributes.

e Phase 3 - delivered in October 2018 for Q3
2018 data: data attributes required for buy-
to-let lending in the corporate book.

The Bank has today published details of the data
collection relating to phase 1.% Respondents
suggested aligning the publication of the details of
the data collection to the publication of the PRA’s
final policy on buy-to-let underwriting standards.
The PRA is reviewing responses to the consultation
paper on underwriting standards,® and will publish
its final policy in due course. The Bank intends to
publish details of phase 2 alongside the PRA’s
Policy Statement on underwriting standards.

The Bank welcomes the CML suggestion to set up a
working group with firms to refine the collection of
data relating to the corporate book, where there are
greater complexities. Details of the collection of
corporate data will be published once that work is
complete.

Reporting thresholds

The Bank had proposed that all firms with gross
flows of new lending exceeding £20mn annually
would be required to report. Respondents raised
concerns around the proposed population coverage
of the data collection, particularly for some specialist
firms that carry out a small number of high value
loans. The Bank is also mindful of the burden of
reporting for smaller entities within a wider banking

group.

To avoid disproportionate reporting burden, only
firms or groups of firms carrying out new buy-to-let
mortgage lending exceeding £20mn annually across
at least 60 loans will be required to report.
Individual entities that form part of a group are
expected to report, except where an entity lends

* The details are available at:
www.bankofengland.co.uk/statistics/Pages/reporters/defs/default.
aspx.

® Underwriting standards for buy-to-let mortgage contracts, PRA
CP11/16, April 2016:
www.bankofengland.co.uk/pra/Pages/publications/cp/201
6/cpl116.aspx.

29 July 2016

less than £20m and 60 loans per year and
contributes less than 2% of the number of new
loans within a group. This will be monitored using
the Mortgage Lenders and Administrators Return
(MLAR), for firms that report it, and market
intelligence.

Data sharing and data protection

In addition to the Bank and the PRA having access
to the data collection, the Bank anticipates sharing
data with the Financial Conduct Authority (FCA).
Some respondents questioned the purpose of this
data sharing and sought clarity on the
circumstances under which this will occur.

The Bank anticipates sharing data with the FCA, to
inform the FCA'’s considerations of how to advance
its statutory objectives under the Financial Services
and Markets Act 2000 (FSMA). This includes the
FCA considering whether and how it can advance
its market integrity objective, and whether activity in
the buy-to-let market might have any consequential
effects on consumers of regulated products and its
other statutory responsibilities.

The Bank envisages routine data sharing with the
FCA in accordance with Schedule 7 of the Bank of
England Act 1998. This permits the Bank to share
data collected under Section 17 of the 1998 Act with
the FCA in circumstances when the Bank considers
that disclosure would enable or assist the FCA to
discharge its functions under legislation, including
FSMA.

The data collected includes a limited amount of data
relating to individual borrowers that could
potentially, in combination with other data, allow
individuals to be identified — in particular, the Bank
requires borrower date of birth and postcode
attributes (as part of phase 2). These are required
for two purposes:

e To match to other datasets to understand
broader trends in the housing market to
inform monetary policy; and

e To match across borrowers and identify the
total borrowing across a borrower’'s entire
portfolio to support micro and
macroprudential policy.

As with all collections containing personal data, the
Bank will process this in accordance with the
requirements of the Data Protection Act 1998. As
such, we anticipate that where possible, use of the
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data will be restricted to a less detailed version of
the data.

Respondents highlighted that firms may need to
make their customers aware that certain personal
data are being used for purposes other than the
mortgage approval process. The Bank considers
that it is likely that the provision of this data to the
Bank and PRA by firms and any onward disclosure
by the Bank to the FCA would be on the basis that it
is necessary for the performance of their respective
statutory functions, and so would not require
consent from individuals. Nevertheless, firms may
wish to consider whether it is appropriate for them
to amend the terms of their agreements or privacy
notices with customers to make clear that such
information will be made available to the regulators
for the identified purposes. °

Detail of the collection

Following discussions with industry groups during
the consultation the Bank recognises that the
proposed collection requires flexibility to collect
attributes relating to multiple borrowers and multiple
properties. Some attributes will be collected for
each borrower and property relating to the loan.
The collection will be limited to loans that are wholly
secured by buy-to-let property or the borrower’'s
main residence.

Given similarities with the PSD attributes, firms
would prefer definitions to be aligned where a
common attribute is collected even though they are
for different sets of loans. The Bank has
endeavoured to do this where possible. Differences
will exist where data requirements are driven by the
PRA supervisory statement, or in order to be
comparable to other existing data sources collected
by the Bank because this collection needs to
support multiple purposes.

In response to concerns from respondents where
there are multiple tranches of loans, the
requirement will be to report based on the largest
part of the loan rather than each separately. This is
consistent with PSD definitions and avoids potential
difficulties with having to report each tranche
separately.

Firms have different practices in how they treat
remortgages resulting in additional borrowing where
the borrower refinances with the same lender.

® See Data Protection Act 1998, paragraph 3 of Schedule 1, Part
II.
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Some firms treat this as a further advance, while
others redeem the original loan and raise a new
loan. Discussions with industry groups during the
consultation concluded that, for the purpose of this
data collection, in both cases this should be
reported as a further advance for the additional
borrowing only.

Firms reported issues in being able to deliver data
relating to interest rate switches. The Bank has
weighed these difficulties against the benefits of
collecting this information and has decided to
remove interest rate switches data from the
collection.

A final updated list of phase 1 attributes can be
found in Appendix 1.

Plausibility checking

Validation rules applied to submissions will ensure
errors are kept to a minimum. The Bank will also
carry out 'plausibility' checking on the data and raise
queries with reporters about the data as
appropriate. Broadly speaking, validations relate to
ensuring accounting identites are met and
plausibility relates to comparing, for plausibility, the
latest reported data point with its time series and
other related information, both current and
historical. The Bank’s interest in collecting granular
data does not lie in wanting to examine individual
loans. Instead, it is to be able to better understand
the distribution of characteristics for lending within
the aggregate data. For this reason, the Bank does
not envisage the plausibility checking process being
more intense for reporters than traditional statistical
forms once the new data has settled down.



Appendix 1: List of phase 1 attributes
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Collected Optional
Attribute Data type Enumeration currently by attributes
CML for phase 1
Submission attributes
Submitting Firm .
Referenceg String Y
Loan attributes (to be reported for each loan)
Transaction Reference String 4
Book Type Category R: Retail
Intermediary Reference String NA: Not available 4
Account Open Date Date (YYYY-MM-DD) 4
HP: House purchase
LB: Let-to-buy
RE: Remortgaging
Loan Type Category FA: Further advance 4
SC: Second charge
CC: Consent-to-let conversion
NK: Not Known
Loan Amount Numeric (£) 4
Extra Money Lent Numeric (£) v
E: Extra funds lent to expand or re-leverage BTL
portfolio
I: Extra money lent for improvements to rental
Pur| f Additional roper
FLanzse ofAddtiena Category (p):OEF;ir;yfunds lent for other use v
NA: Not applicable
NE: No extra money lent
NK: Not known
C: Consumer buy-to-let
Loan Regulation Category O: Other regulated 4 4
N: Not regulated
Mortgage Term Integer (months) 4
C: Capital and interest
Repayment Method Category I: Interest only 4
M: Part and part
Initial Gross Rate Numeric (%) - 2dp 4
F: Fixed rate
D: Discounted variable rate
Interest Rate Type Category T: Rate tracker v
S: Standard variable rate
O: Other
Date Initial Rate Ends Date (YYYY-MM-DD) 4
Stressed Rate Numeric (%) - 2dp v
Property attributes (in the case of multiple properties to be reported for each property)
Property Reference String
Property Post Code String O: Outside the UK v
N: New dwelling
. E: Existing dwellin
New Dwelling Category NK: Not kgnown 8 v
NA: Not applicable
Property Value Numeric (£) 4
Purchase Price Numeric (£) NA: Not applicable 4
Monthly Rental Income Numeric (£) NA: Not applicable 4

" The CML collect a narrower breakdown.
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Type of Dwelling

Category

B: Bungalow

D: Detached house

S: Semi—detached house

T: Terraced house

H: House: type unknown

F: Converted flat or maisonette

P: Purpose-built flat or maisonette

A: Flat: type unknown

U: Multi-unit freehold blocks (MUFBs)

C: Part-commercial (i.e. a flat above a shop)
M: Multiple properties (in the case of portfolio
loans)

O: Other

NK: Not known

NA: Not applicable

Number of Bedrooms

Integer

NA: Not applicable

Borrower attributes (in th

e case of multiple borrowers to be reported for each borrower)

Borrower Reference

String

Date of Birth

Date (YYYY-MM-DD)




