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About CEW é. 
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Need for action - Climate Change  

 
Paris Agreement 
 

é hold the increase in global 

average temperature to well 

below 2° C above pre-

industrial levels and pursue 

efforts to limit the temperature 

increase to 1.5° C 
 

éto undertake rapid reductions 

in accordance with best 

science 
 

éon the basis of equity, and 

efforts to eradicate poverty 
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To achieve 2oC wealthy nations (inc. Wales) require: 

 

    At least 10% reduction in   

    emissions year on year   

    from nowé equivalent to: 

    50% reduction by ~2020 (c.f.1990) 

    75% ~2025 

    90% ~2030 

 

 

 Fully decarbonise ALL energy by 2035 

 

 c.f. EUôs submission to Paris 40% by 2030 
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ïCould a new approach to lending 

help drive the retrofit market? 

ï+/- £1million homes change hands 

every year ï big driver for retrofit 

ïHome owners more likely to 

undertake improvement works in 

the first year following sale 

ïCapturing 10% not unrealistic target 

The opportunityé. 
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ïTendency to under value energy 

efficiency 

ïLeads to low demand 

ïñGreen mortgagesò could change 

that 

ïRecognition that lower bills impact 

affordability - utilities second largest 

expense  

ïPossible impact on house prices 

 SUCCESS!!! 
 

 

The logic é 
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ïAs part of WLZCH, CEW funded 

ñproof of conceptò report  

ïDemonstrates link between energy 

efficiency (using data from EPC) 

and property types and actual fuel 

bill data 

ïReport highlights variance between 

fuel bills >£90/month between high 

and low energy homes 

ïAligns with findings of UKGBC and 

UCL larger scale study 

ïCollaboration to form LENDERS  

 
 

 

EPC & Mortgages Report é 
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Thank you 

www.epcmortgage.org.uk 

research@epcmortgage.org.uk 

 



Part funded by 

LENDERS  

Project Summary 
 

Levering Economics for New Drivers to Energy Reduction & Sustainability 

 

Andy Sutton, BRE 
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My talk will coveré 

ïWhoôs involved 

ïWhat weôre trying to do 

ïWhat weôre building upon 

ïHow weôre trying to do it 

ïWhen weôre trying to do it by 

 

The subsequent speakers will cover 

what we hope will happen as a result 

of our work; ñWhy weôre trying to do itò 
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Whoôs involvedé 

Collaborative research project 

involving Nationwide, Principality, 

BRE, Constructing Excellence Wales, 

UKGBC, EST, UCL, Arup & ZCH 

 

Part-Funded by Innovate UK 

 

Support for concept from Welsh 

Government, DECC and more 
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What weôre trying to doé  Project Goal 

In essence, weôre trying to put energy 

into mortgages. 
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Project Goal (more precisely) 

ïTo demonstrate a reliable link 

between energy information 

available on domestic properties at 

the point at which a mortgage would 

be offered, and those properties 

typical actual fuel costs.  

 

    andé 
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Project Goal (more precisely) 

ïTo provide robust evidence of this 

link free to the financial industry, 

probably through an 

equation/mechanism that can be 

used to replace the current fuel 

estimations in mortgage affordability 

calculations. 
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What weôre building uponé 

- Idea first mooted in 2011 by BRE as 

part of CEWôs WL/ZCH 

- CEW commissioned BRE to report 

on ñEPCs & Mortgagesò 

- UKGBC & UCL collaborated 

independently from 2014 on ñThe 

Role of Energy Bill Modelling in 

Mortgage Affordability Calculationsò 

- LENDERS project formed by BRE 

as a collaboration of all parties, and 

won part-funding from Innovate UK 
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ïMortgages are given based on the 

ability to repay the loan; checked via 

an ñAffordability Calculationò 

ïThe Affordability Calculation varies 

slightly, but is basically monthly 

income minus outgoings & some 

general spending 

ïThis determines how much you can 

afford to repay each month on your 

mortgage 

ïThe amount you can repay each 

month can then be capitalised to a 

total amount you could borrow 

What Weôre Trying to Doé Current Mortgage Method 
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ïThese Affordability Calculation 

costs are generally split into 

essential (i.e. unavoidable) and 

non-essential (i.e. avoidable if you 

have to pay the mortgage) 

ïFuel costs are one of the largest 

óessentialô costs in this calculation 

ïThis is the one weôre interested iné 

Current Mortgage Method 
M

o
n

th
ly

 H
o

u
s

e
h

o
ld

 I
n

c
o

m
e

 

M
o

rt
g

a
g

e
 P

a
y
m

e
n

ts
 

B
ill

s
 

S
p
e
n
d
in

g
 

F
u

e
l 

T
a

x
 



Part funded by 

ïThe current approach typically 

takes fuel costs from the Office of 

National Statistics ñFamily Spending 

Reportò 

ïSome lenders then vary this by 

number of occupants and/or region 

ïFuel costs are predicted by your 

household income and, excluding 

extremes, are c.£50-£75/month 

ïThis means typically a variance of 

± £12.50 on the Affordability Calc. 

 

 

Current Mortgage Method 
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ïOver 25 years at 5%, that means 

the impact of your fuel costs might 

be worth about ± £2,150 on what 

you might be able to borrow 

ïWhilst not ñfixedò, the fuel cost 

estimate based on your household 

income doesnôt vary much 

ïAnd none of this makes ANY 

consideration whatsoever of the 

actual propertyôs features or fabric, 

itôs based on your income 
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ïLENDERS project seeks to change 

the current calculation for fuel costs 

by considering the actual property 

 

What Weôre Trying to Do ï LENDERS Mortgage Method 
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ïEnergy Performance Certificates 

(EPCs) are legally required on all 

properties at point of sale 

ïFuel costs are known to vary 

approximately along EPC scores 

ïEPC ñAò & ñBò rated properties 

average fuel cost is c.£56/month  

(ñAò alone is even lower) 

ïEPC ñFò rated properties average 

fuel cost is £105/month 

ïThis alone gives a range x2 greater 

than the current method 

 

LENDERS Mortgage Method 
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ïLENDERS will also look at other 

factors that can be ascertained at 

the point of a mortgage 

ïThis potentially includes occupancy, 

age of house, type of house, size of 

houseé 

    éand yes, weôll look to see if 

    household income is a factor too! 

 

 

LENDERS Mortgage Method 
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ïSome evidence suggests that 

monthly costs for different homes 

with different occupancies can vary 

by £90/month or more 

ïOver 25 years at 5%, that means 

the impact of those fuel costs might 

be worth about £15,000 on what 

you might be able to borrow 

 

 

LENDERS Mortgage Method 
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ïLENDERS therefore seeks to make 

the Fuel Cost estimate actually 

relate to the energy performance of 

the house being mortgaged 

ïLENDERS also seeks to increase 

the range of the Fuel Cost estimate, 

in order to greater impact on the 

maximum mortgage lending amount 

LENDERS Mortgage Method 
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ïLENDERS is looking to complete in 

Spring 2017 

ïTo proof the concept, LENDERS 

needs a large dataset of information 

on houses, energy costs and EPCs 

ïWeôre running a survey to gather 

this; please help us out by filling it 

in.  

The survey can be found at: 

http://tinyurl.com/jc7wjqa 
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Thank you 

www.epcmortgage.org.uk 

research@epcmortgage.org.uk 
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