
 

Gap between lifetime mortgage rates and long term fixed 
rate mortgages increases 

 
Analysis by Independent financial research company Defaqto shows that the average fixed 
rate charged for lifetime mortgages has increased when compared to its nearest analogous 
product in the residential mortgage market: the long term fixed rate mortgage. 
David Black, Banking Specialist at Defaqto said: “The gap between interest rates charged by lifetime 
mortgages and long term fixed rate residential mortgages has widened considerably over the last two 
years. It is worth pointing out however, that the ‘no negative equity guarantee’ is responsible for an 
additional cost to equity release providers of around 0.7% per annum.” 

Mr Black added: “A number of providers have exited the market over the past couple of years citing 
either funding constraints or more profitable opportunities in alternative product areas. Equity release 
has long been thought of as a sleeping giant but, given the perilous state of many people’s pensions, it 
can only be a matter of time before the two types of equity release schemes - lifetime mortgages and 
home reversions - become a more integral part of retirement planning.” 

He concluded: “The equity release business model clearly favours providers who also sell annuities, 
but the industry in general faces a number of pressing issues if it is to grow. These include: funding 
constraints need to be remedied; competition needs to increase along with the entry of more 
‘household name’ providers and consumer confidence in the product needs to be reinforced. 
Increased competition should result in a narrowing of the interest rate gap between lifetime mortgages 
and long term fixed rate residential mortgages.”  

The following table compares the average fixed rate charged by long term fixed rate residential 
mortgages and interest roll-up fixed rate lifetime mortgages over the last few years: 

Date 
Average fixed interest 

rate charged by interest-
roll up lifetime mortgages 

Average interest rate 
charged by residential 

mortgage with fixed rates of 
10 years or longer 

Differential 

August 2010 7.17% 5.72% 1.45% 

August 2009 6.94% 6.21% 0.73% 

August 2008 6.88% 6.57% 0.31% 

August 2007 7.06% 6.43% 0.63% 
 

-Ends- 

Notes to Editors: 
 
David Black is a Banking Specialist at Defaqto 
 
David joined Defaqto in May 2004 when Defaqto acquired the financial research company of Blay’s 
Guides where he had 16 years of banking research experience for the majority of which he was a 
director. Previously he was a political risk underwriter in the City. David is Defaqto's Banking Specialist 
and specialises in credit cards, current accounts, equity release, mortgages, savings and unsecured 



 

loans. He was the Banking Analyst in Defaqto’s Insight team until July 2009 when he switched to 
dealing with the press on all aspects of banking. He is a frequent commentator in both the printed and 
the broadcast media in his areas of expertise. He is ACII, CeMAP and CeRER qualified, as well as 
holding an Honours degree from Exeter University.  
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About Defaqto: www.defaqto.com  

Defaqto is an independent financial research company specialising in rating, comparing and analysing 
financial products.  

Since 1994, Defaqto has built the largest, whole of market, financial product database and become 
one of the leading providers of financial product data in the UK. We now cover over 30,000 products 
across banking, life, pensions, investments and general insurance. 

Our experts validate and analyse the data to provide insight and consultancy to all layers of the 
financial services sector including IFAs, mortgage and general insurance brokers, providers, web 
aggregators and the public sector. 

Our products and services include the following: 

Defaqto Star Ratings 

Our Star Ratings reflect the quality of a financial product and help to identify the range of features and 
benefits in each one.  We review and assess every financial product across various categories and 
award a Star Rating from 1 to 5.  The ratings are aimed at helping consumers and advisers decide 
which product suits their specific needs.  Providers also use the ratings to ensure they offer products 
to meet differing consumer demands.   

Aequos Online 

An extensive, independent, financial product analysis and comparison database available in the UK. 
The database contains feature, rate and fees information on more than 30,000 products from nearly 
2,000 providers. Our customers include leading insurance and assurance companies, banks and 
building societies and investment organisations.   

Defaqto Engage 

An integrated system for independent financial advisers (IFAs) and insurance brokers. The system 
makes the reporting, analysis, recommendation and review process easy, delivering the perfect 
product to meet client needs.   

Defaqto Compare 



 

An interactive, comparison tool enabling consumers to easily compare product features against each 
other on a host of key features, using a simple ‘traffic light’ system.  

Defaqto Group owns and operates Defaqto Limited and Defaqto Media Limited.  Defaqto Group is 
backed by FF&P Private Equity Limited, the private equity division of Fleming Family & Partners, and 
Acuity Capital Management Ltd.   

 

 

 


