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Mortgage lending continues boom
Adapted from BBC Online News 24th May 2004

The UK's appetite for mortgage debt continued rising in April, but existing borrowers showed growing caution. Mortgage lending in April totalled £25bn - 25% higher than the same month last year.

In recent years, many homeowners have made good use of historically-low interest rates and remortgaged to a cheaper deal, cutting their mortgage costs in the process. Others have used remortgaging as a cheap borrowing vehicle, for example, to consolidate debts or to provide finance for home improvement projects.

Earlier in the week it emerged the Monetary Policy Committee (MPC), the Bank of England's rate-setting body, debated lifting rates to 4.5% from 4% at its May meeting, before settling on a rise to 4.25%.

Its publication has fuelled expectations that the bank will act soon, raising rates further. 

Questions

1
Is the mortgage-lending boom a macroeconomic or microeconomic problem?

2
What would be the microeconomic and macroeconomic implications of a rise in interest rates?

