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About UKSIF

The UK Sustainable Investment and Finance Association (UKSIF) is the UK’s membership body
for those in sustainable finance. Our 320+ members, representing over £19trn in global assets
under management, include investment managers, pension funds, banks and financial
advisers.

Summary

The Treasury should work with the Financial Conduct Authority (FCA) to help standardise the
definition of green mortgages, encouraging the FCA to adopt a clearer definition of what
constitutes a green mortgage, to align market products and boost understanding. Clarity over
what these products entail would lead to better understanding and increased take up of these
products, potentially helping borrowers with better interest rates on their mortgage and
incentivising home energy efficiency improvements. Coupled with this, government should
launch an awareness campaign to further increase uptake of green mortgages. This could be
achieved via a task force bringing together investors, house builders and consumer groups.

Green mortgages

Green mortgages provide access to better mortgage terms (lower interest rates or extra
borrowing capacity) to those who purchase energy efficient homes or who commit to upgrading
a property’s energy performance. They could be a critical tool in driving home decarbonisation.

Nearly all (90%) real estate companies UKSIF surveyed earlier this year said they would like to
see more green mortgage products in the UK. The lack of green mortgage availability is also
hindering investment; our survey found that over half (51%) identified the availability of green
mortgage options as a barrier they have faced in the UK, emphasising the need for this from a
consumer and business viewpoint.

However, awareness and take up of these products currently is low. A poll conducted by the
Mortgage Advice Bureau found that two-thirds (63%) of brokers said their clients had not heard
of green mortgages.

To counter this, we believe the government should encourage take up of green mortgages, by:

o Encouraging the FCA to standardise the definition of green mortgages to provide
clarity for customers;

o Working with the FCA, lenders and brokers to better signpost green mortgage
options.

The FCA has set out the growing role it expects green mortgages to play in decarbonising
Britain’s housing stock, and is committed to supporting and encouraging the industry in this
area. More needs to be done however to make more people aware that green mortgages exist,
and to support customers in understanding the energy savings they can make with a more
energy efficient home.

For more information, please contact Harry Burnham at harry.burnham@uksif.org.


https://gbr01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fuksif.org%2F&data=05%7C02%7CHarry.Burnham%40UKSIF.org%7C1b3d87bb950446d242d908dcc38086d6%7C188b3fc5bf2b4cbba64675747707b635%7C0%7C0%7C638600203980490367%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C0%7C%7C%7C&sdata=pXJTz52XHdp8HjdtbewT8OPCmQ4aKPqQ6xI8tNnMfc4%3D&reserved=0
https://uksif.org/election2024/housing/
https://www.fca.org.uk/news/speeches/fca-view-green-mortgages
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Ministers should encourage the FCA to continue their work on green mortgages, steering them
towards creating a clearer definition of green mortgages. This could include developing a
lenders’ charter for green mortgage providers, or encouraging lenders to offer their green
mortgages to any home that has an EPC rating of C and above.

Furthermore, the FCA should issue guidance on how lenders can facilitate affordable loans
against new and existing mortgages used to improve a home’s energy efficiency and incorporate
predicted energy cost savings into affordability assessments. For example, Nationwide offers
zero per cent loans for up to £15,000 for home energy efficiency improvements, and Leeds
Banking Society considers predicted energy saving for energy efficient homes when calculating
mortgage affordability.

The FCA should set up a working group between lenders and consumer groups to help
standardise the definition of green mortgages to provide clarity for customers.

As well as providing a standardised definition of what a green mortgage is, work is needed to
raise public awareness of what is a relatively new addition to the mortgage market.

An example of what might be done to raise awareness is provided by UK Finance’s Reach Out
campaign. The campaign, which launched in July 2023, aimed to raise awareness of the support
available to mortgage customers. We would urge the government to work with lenders and
brokers in a similar way to promote the benefits of accessing green mortgages to decarbonise
homes, as well as encouraging existing home owners to retrofit their homes.

For example, the government could set up a task force to run a campaign to promote green
mortgages as a good alternative option for buyers, and the benefits more broadly to consumers
of improvements to the energy efficiency of homes. The task force should bring together
investors, house builders and consumer groups to curate a public information campaign that
promotes the benefit of green mortgages. The campaign should also seek to increase
understanding of the benefits of retrofits and other home improvements that boost energy
efficiency.

Assuming that an awareness campaign would have a similar cost to the UK Finance Reach Out
campaign, such a policy could cost up to £5 million.

Given that 56% of investors we surveyed said that they would increase investment in social
housing if there were greater awareness of green mortgages in the UK, implementing this policy
could have a significant impact in reducing emissions from private housing. Private housing
accounts for approximately 15% of the UK’s overall carbon emissions (in total, 22% of the UK’s
emissions come from housing), and so reducing emissions from this part of the housing sector
will be necessary if the government is to achieve its net zero targets.

Implementing this policy would also save consumers money on their energy bills and contribute
to broader decarbonisation targets — such as the 2030 clean power mission — by reducing power
demands.

For more information, please contact Harry Burnham at harry.burnham@uksif.org.


https://www.ukfinance.org.uk/news-and-insight/press-release/reach-out-campaign-launch-uk-finance-highlights-lender-support

