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complaint

Mr T complains that West Bromwich Mortgage Company Limited unfairly increased the 
interest rate on his buy-to-let tracker mortgages by changing the interest rate differential. 

background

Mr T took out 22 buy-to-let mortgages with West Bromwich. The interest rate reverted to a 
rate that tracked the Bank of England base rate by an interest rate differential or margin.

In 2013 West Bromwich wrote to Mr T to tell him that it was increasing the interest rate 
differential on his buy-to-let mortgages. It said that market conditions had changed since 
Mr T took the mortgages and it was increasing the differential to reflect that its funding costs 
had gone up. West Bromwich said that the terms and conditions of the mortgages allowed it 
to do so. 

West Bromwich says that Mr T was a buy-to-let landlord with multiple properties and was 
therefore able to assess and understand the contractual terms it was now relying on to 
increase the differential.

Our adjudicator did not recommend that the complaint should be upheld. He considered that 
West Bromwich had acted fairly in the way it increased the interest rate in this case.

Mr T did not accept the adjudicator’s finding. He responded to make a number of points 
including:

 Through West Bromwich’s network of intermediaries he was encouraged to place 
business with it. West Bromwich’s management of its business isn’t his concern. And 
it shouldn’t be able to pass on the costs for its poor management to him. This is 
unacceptable and immoral. 

 The increased costs are the same whether for a single or multiple mortgage 
borrower. It’s both unfair and immoral that West Bromwich is only passing on its 
costs to the multiple borrowers, such as him. And it goes against the customers 
who’ve supported West Bromwich and, like him, have properly conducted their 
mortgages. And other lenders in similar positions haven’t increased their rates by the 
same margin. 

 The reference to the terms and conditions is selective and misleading. The mortgage 
offer quotes a premium of 0.99% above Bank of England base rate. And the terms 
and conditions don’t allow for West Bromwich to treat different customers in different 
ways. West Bromwich has not acted fairly, or within the spirit of the mortgage 
conditions.

 We should not accept West Bromwich’s comments that Mr T had benefitted from the 
low rates. This applies to all customers, both when rates were higher and now 
they’ve reduced. West Bromwich is profiteering.   

my findings

I have considered all the available evidence and arguments to decide what is fair and 
reasonable in the circumstances of this complaint.
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fairness of increase

The mortgage offers state, as is relevant:

“…your loan reverts to a variable rate which is the same as the Bank of England Base Rate, 
currently X%, with a premium of X%, until the term end, giving a current rate payable of X%.”

Mr T accepted both the mortgage offers and the Standard Conditions of Offer (which 
incorporates the Mortgage Conditions 2006 (Daily Interest)). 

The Mortgage Conditions 2006 (Daily Interest) state:

“These Mortgage Conditions incorporate any terms contained in the Offer of Loan. If there 
are any inconsistencies between the terms in the Mortgage Conditions and those contained 
on the Offer of Loan then the terms contained in the Offer of Loan will prevail.”

West Bromwich is relying on section 5 of its Mortgage Conditions 2006 (Daily Interest) to 
increase the margin, which states as follows:

“5.1 Interest is payable by you … at the rate or rates specified in your Offer of Loan Letter which, 
except during any period in which interest is expressed to be at a fixed rate, may be varied by the 
Company at any time for any of the following reasons:
…
to reflect market conditions generally; and
…
to make sure our business is carried out prudently, efficiently and competitively”

I accept that Mr T would have to read the Mortgage Conditions 2006 (Daily Interest) to fully 
understand that West Bromwich could change the interest differential and the circumstances 
in which it would do so. But Mr T signed the mortgage deeds and accepted the Standard 
Conditions of Offer. I consider that West Bromwich took reasonable steps to draw his 
attention to those conditions. 

I don’t agree that the Standard Conditions of Offer are inconsistent with the mortgage offer. 
The mortgage offer does not say whether West Bromwich can change the rate for certain 
reasons. Nor does it say that West Bromwich can’t change the rate in the way it has – and it 
does say the rate may change.

For West Bromwich to have had a valid reason to make the change, there needed to be a 
genuine need for it to do so that was in line with its stated reasons. In addition, any change 
would have to be proportionate to the need it had identified.

West Bromwich has given me details of its financial position and I have carefully assessed 
its response. It has asked that this information remain confidential. Under our rules I am 
allowed to accept information on this basis providing that a summary or description is 
provided to the other party. 

I accept that the information West Bromwich has given to us is commercially sensitive and 
therefore I have accepted it in confidence. Where necessary I will describe such information. 
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I am satisfied that West Bromwich’s funding costs had gone up relative to the interest rates 
being charged on these mortgages and the capital requirements placed on it had changed – 
meaning it needed to hold further capital. I have established this by looking at the 
information West Bromwich has provided and from my awareness of both the former and 
future regulatory requirements.

After considering the financial information provided by West Bromwich, I accept that market 
conditions, its cost of funding, and its capital requirements have all changed since the 
mortgage was taken out. Therefore, I consider it was reasonable for West Bromwich to 
increase the interest rate differential – and that it has done so for reasons which are 
specified in the contract.

I have considered whether West Bromwich needed to increase the rate by the amount that it 
did. I have looked at all the information available. I am mindful of the fact that a need to 
make the increase has been established. I also note that the new interest rate is in line with 
other similar rates available on the market. 

On balance, I think that West Bromwich’s actions were reasonable. I have not seen any 
evidence to suggest that the increase was an attempt to generate excessive profits in 
relation to this group of customers – and the evidence suggests that it was proportionate.

the specific circumstances of this complaint

The interest rate has gone up because West Bromwich applied the conditions allowing it to 
increase the differential. I have found that the contract allowed West Bromwich to vary the 
rate in this way and that in the circumstances it was reasonable for it to increase the 
differential.

Further, these were tracker mortgages. It was always a possibility that the rate would go up 
because of a change to the base rate. And, while I’ve considered all Mr T’s concerns, I note 
that the new rate is still lower than the original rate on the mortgages. 

West Bromwich says that Mr T holds 22 buy-to-let mortgages with it. Mr T has not disputed 
this.

West Bromwich has only applied the increase to borrowers who hold multiple buy-to-let 
mortgages. It says that these types of borrowers are generally professional investors and 
therefore able to assess and understand the contractual terms relating to the mortgage.

After carefully considering what both Mr T and West Bromwich have said, I don’t consider 
that West Bromwich has acted unfairly in the way it applied the increase.

Overall my final decision is that West Bromwich has not acted unfairly or unreasonably in 
applying the variation to Mr T’s mortgages.
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my final decision

My final decision is that I do not uphold this complaint.

Amanda Maycock
ombudsman
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