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   REAL LIFE

By Eva Hogan

LifeStyle

IRELAND is currently in the  
middle of a mortgage crisis, 
with people struggling to repay 

their mortgages and many in fear 
of losing their homes. 

But there are things you can do to 
improve your situation, as Fran 
Dalton explains in his new book, 
Making A Deal With Your Bank. 

Having worked in financial services 
for over 35 years, Dubliner Fran uses 
his expertise to highlight to people 
the solutions available to people who 
are in serious personal debt, and in 
particular, those with unsustainable 
mortgage debt. 

We take a look at some of his best 
tips... 

MANAGING YOUR  
MORTGAGE DEBT 

Negotiation is key if you’re going to 
get a deal that suits you, as well as 
your bank. Fortunately, there’s a  
formula involved which can help. 

Trading value: You may value having 
a good lifestyle for your family, while 
your lender will be more interested in 
recovering loans. If you accept 
deferred debt with a long-term repay-
ment structure, your lender may be 
prepared to accommodate this. 

Reservation price: Both you and your 
lender will have your own ‘walk-away 
price’, which is basically a deal that 
doesn’t work for you. 

Your lender may not offer you a deal, 
and that sale is the only option. This is 
why assessing all your options, includ-
ing bankruptcy, is important. 

Know your figures: It’s a cliché, but 
‘failing to plan is planning to fail.’ You 
must know your figures, they must be 
accurate and you must assess your 
long-term prospects. 

Listen: Losing your temper or failing 
to listen to what your lender is offering 
will leave you unsuccessful. If you don’t 
act professionally, your lender may  
suggest dealing through solicitors, 
which will only cost you money. 

THE MORTGAGE  
ARREARS RESOLUTION 
PROCESS (MARP)

This term refers to your lender’s 
short-term solutions to mortgage 
arrears. The objective of MARP is for you 
to keep your home, which should reas-
sure you. 

Once again, there are some tips for 
using MARP successfully... 

Engagement: In order to gain the  
protections of the Code of Conduct on 
Mortgage Arrears, you must provide full  
disclosure of your financial position and 
adhere to any initial loan modification  
agreement with your lender. 

It’s a process: Like all processes, MARP 
moves from one stage to the next and should 
end in a result. That result will not necessar-
ily be your desired outcome, so it’s important 
to take each stage slowly and ensure you’re 
happy with how the process is developing. 

There is no 11th hour: In general, it’s hard 
to see how someone who 
engages with their lender can 
lose their house in the medium 
term. 

This is because MARP is 
designed to allow people to 
stay in their homes with their 
existing level of debt, and has 
the potential to go on for 
many years without achieving 
an outcome. This could be 
enough time for you to get 
back on your feet. 

How do I assess my financial 
situation? 

There are many things you 
must take into account. 
Firstly, consider your basic 
needs such as food, water, 
shelter. 

Consider what your goal is — 
do you want to achieve debt 
forgiveness, or try to ensure a comfortable 
retirement in the longer term?

You’ll also need to look to the future. What 
do you currently earn and is it likely to 
remain the same in the coming years? These 
are questions you will need to think about 
before doing anything. 

What if my lender wants to repossess my 
home? 

The lender is required to make every rea-
sonable attempt to agree an alternative 
arrangement with you, before applying to the 
court to start legal action for repossession.

You must cooperate with your lender, 
because provided you do that, they must also 
wait 12 months from the day you were classi-
fied as in need of resolution before applying. 

The Mortgage Arrears Resolution Strategy 
(MARS) 

This is a longer-term strategy, which has 

three possible solutions... 
Trade-down mortgage: This will involve 

selling your current home as part of any 
arrangement an moving to a house which 
achieves a reduction in your debt to an 
amount you can repay over a reasonable 
period. 

Split mortgage: This will involve the ware-
housing or parking of an element of your 
debt and repaying the balance over an agreed 
period. 

The warehoused portion is reintroduced as 
your repayment ability improves. 

Mortgage to rent: This is a Government 
scheme under which you give up your house 
and rent it back from a housing agency. 

As the housing agency will purchase your 
house from your lender at market value, there 
may be residual debt left over if the purchase 
price is less than the loan. 

How you deal with this residual debt is 
between you and your lender. 

DO ANY OF THE LONG-TERM 
OPTIONS PROVIDE DEBT 
FORGIVENESS? 

Debt forgiveness could be a part of any 
solution if you or your advisor can negotiate 
such a result, but it’s not an automatic part of 
this process. The emphasis is on providing 
you with a home at a mortgage level that you 
can service at present, while retaining  
liability for all the debt. 

Different lenders may use the new arrange-
ment differently. 

For instance, it has been reported that some 
lenders that offer the split mortgage arrange-
ment do not charge interest on the ware-
housed element of the loan, while others do. 

While this is interest forgiveness as opposed 
to writing off the debt, it’s a significant  
concession you should look for if you are 
agreeing to warehouse an element of your 
mortgage. 

WHAT ARE THE UPSIDES TO 
THESE ARRANGEMENTS?

The upsides are that you remain in your 
home, or one you trade down to, which is the 

prime objective of the mortgage arrears 
process. 

You also achieve monthly repayments based 
on your income which should be more 
manageable. 

WHAT ARE THE DOWNSIDES? 

The main downsides may be that you may 
not receive any debt forgiveness, so your debt 
level remains high. With a trade-down mort-
gage, you will reduce your debt level.

However, you may still have significant 
negative equity in the new house. With the 
split mortgage the debt is deferred and may 
continue to attract interest. 

The arrangements are also subject to  
annual reviews, so if you earn more  
disposable income, your lender will expect 
you to increase your repayments. 

And the arrangements will have an  
emphasis on repaying the debts, so  
negotiations on living expenses may be 
difficult. 

PERSONAL INSOLVENCY 

A person is insolvent if they have insuffi-
cient assets to pay their debts and financial 
liabilities. This is an option for some people, 
but consider this: 

Do I get to stay in my house? 
All processes, bar bankruptcy, have an 

emphasis on you being able to stay in your 
house, so it’s likely you will. 

It may come down to the appropriateness of 
the house in relation to family size and 
income, and the solution may involve having 
a family home, but not the one you currently 
live in (i.e. trading down to a smaller house). 

n Making a Deal with Your Bank by Fran 
Dalton is available nationwide and online at 
www.openpress.com, priced e14.99
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