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Borrowers rush to fix loan rates as end of
cheap money looms

Duncan Hughes Reporter

Oct 29, 2021 - 4.17pm O »

Mortgage brokers say borrowers are rushing to fix their loans as lenders increase

longer-term fixed rates and tighten lending conditions in response to regulatory
pressures and rising bond yields.

Sharp rises in bond yields are increasing borrowing costs, which are getting passed
on to borrowers.

Michelle and Simon Hutchison, shown with children Zara and Ezra, split their loan into a mix of fixed and
variable. Louie Douvis
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“Fixed rates might be on the rise but they are still incredibly low in the scheme of
things,” said Sally Tindall, research director of RateCity.

The percentage of residential property buyers fixing their loans has more than
trebled in the past 19 months as interest rates fell to record lows, property prices
boomed and fears about the financial impact of COVID-19 caused borrowers to
seek additional security.

Three cash-rate cuts since the pandemic outbreak in March last year resulted in
fixed rates soaring from about 13 per cent to more than 47 per cent of loans as
record numbers switched from variable loans, according to RateCity, which
monitors rates.
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The proportion of new fixed rates typically hovers between 10 per cent and 20 per
cent.

One year fixed rates offered by the big four lenders fell from a high of about 2.98
per cent to a uniform 1.99 per cent, with smaller lenders offering ever cheaper
loans for attractive borrowers, which typically means someone with a 20 per cent
deposit and regular income.

Homeowners such as Michelle Hutchison, chief operating officer of Schebesta
Ventures, a consultancy set up by Fred Schebesta, who founded online comparison
site Finder, says she chose a fixed rate because of the security and predictability in
volatile times.
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Hutchison and her husband, Simon, a school assistant principal, are this weekend
selling their five-bedroom home in St Ives, which is about 21 kilometres north of
Sydney.

The couple, who have two children, Ezra, 10, and Zara, 5, split their loan into a mix

of fixed and variable, which means they get a lower rate but can retain variable loan
features, such as their offset account and early repayments.

They plan to rent a property while looking for a new home.

Phoebe Blamey, director of Clover Financial Solutions, says borrowers believe rates
are on the rise and are rushing to fix their loans, typically for two to three years.

Chris Foster-Ramsay, principal of Foster Ramsay Finance, another mortgage
broker, adds: “Borrowers are beginning to realise that rates have hit the bottom.”
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Investor stress to rise as house price falls loom

Veteran brokers compare the fixed-rate boom to before the global financial crisis
(GFC) when borrowers believed interest rates would be increased to calm
overheating markets.

“The GFC took hold of our market and the Reserve Bank of Australia took an axe to
the cash rate, leaving lots of fixed rate homeowners high and dry because they
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were stuck on what were suddenly high-rate loans,” says Ms Tindall.

Lenders are also starting to roll out tougher lending terms in response to
regulatory pressure to cool down property markets.

For example, ANZ will this Saturday increase, from 2.5 per cent to 3 per cent, the
lending buffer it uses to ensure borrowers can pay higher rates. Other lenders are
expected to follow.

Duncan Hughes is a Walkley award-winning personal finance reporter, based in our

Melbourne newsroom. Connect with Duncan on Twitter. Email Duncan at duhughes@afr.com.au

[:] Save # Share License article

READ MORE AND FOLLOW TOPICS

Interest rates + Home loans v Property investment v

Property market N4

LATEST STORIES

Opinion The AFR View

Reserve Bank’s chance to start getting rates back to normal
1 hrago

Hotels

Sydney’s Sofitel Wentworth in new hands for $315m
1 hrago

Dictators

US urges investigation of Myanmar military torture
1 hrago

Exclusive Inflation

Don’t panic on inflation, insists Josh Frydenberg
1 hrago

SPONSORED


https://rightsportal.copyright.com.au/pages/republicationpage.aspx?author=Duncan%20Hughes&publication=AFR&publicationdate=2021-10-29T05%3A17%3A51Z&publisher=fxj&title=Borrowers%20rush%20to%20fix%20loan%20rates%20as%20end%20of%20cheap%20money%20looms&url=https%3A%2F%2Fwww.afr.com%2Fcompanies%2Ffinancial-services%2Fborrowers-rush-to-fix-their-loans-as-the-end-of-cheap-money-looms-20211029-p594cg
https://www.afr.com/by/duncan-hughes-j7gc6
https://twitter.com/duhughes?lang=en
mailto:duhughes@afr.com.au
https://www.afr.com/topic/interest-rates-5yo
https://www.afr.com/topic/home-loans-5yb
https://www.afr.com/topic/property-investment-60v
https://www.afr.com/topic/property-market-60w
https://www.afr.com/latest
https://www.afr.com/the-afr-view
https://www.afr.com/policy/economy/reserve-bank-s-chance-to-start-getting-rates-back-to-normal-20211028-p59449
https://www.afr.com/topic/hotels-hqf
https://www.afr.com/property/commercial/sydney-s-sofitel-wentworth-in-new-hands-for-315m-20211029-p594h3
https://www.afr.com/topic/dictators-hn9
https://www.afr.com/world/asia/us-urges-investigation-of-myanmar-military-torture-20211029-p594gt
https://www.afr.com/topic/inflation-1mph
https://www.afr.com/politics/federal/don-t-panic-on-inflation-insists-josh-frydenberg-20211029-p594f7

Better service through automation

Sponsored
by Service Now

Market-leading CRM has arrived

Sponsored
by HubSpot

LATEST IN FINANCIAL SERVICES

Breaking Governance

ACCC case against bank criminal cartel
implodes as ANZ charges dropped

Oct 29, 2021 | Tony Boyd

Big four

NAB’s ‘diverse experience’ director quits after
backlash

Updated Oct 29, 2021 | Liam Walsh

Insolvency

Bill Papas’ green dream potentially insolvent
from the start
Oct 29, 2021 | Max Mason and Jonathan Shapiro

Street Talk

Australian Potash raising $8m via Shaws,
Canaccord

Oct 29, 2021 | Anthony Macdonald, Yolanda Redrup and Kanika Sood

Managed funds

Bitcoin ETF gets ASIC nod but alt-coins left out

Oct 29, 2021 | Aleks Vickovich

MOST VIEWED IN COMPANIES

1 Woodside to build $1b hydrogen plant in WA


https://www.afr.com/companies/financial-services/bank-cartel-case-implodes-20211029-p594gm
https://www.afr.com/companies/financial-services/nab-s-diverse-experience-director-quits-after-backlash-20211029-p594c2
https://www.afr.com/companies/financial-services/bill-papas-green-dream-potentially-insolvent-from-the-start-20211029-p594cv
https://www.afr.com/street-talk/australian-potash-raising-8m-via-shaws-canaccord-20211029-p594e4
https://www.afr.com/companies/financial-services/bitcoin-etf-gets-asic-nod-but-alt-coins-left-out-20211029-p594bm
https://www.afr.com/topic/corporate-governance-1m02
https://www.afr.com/companies/financial-services/bank-cartel-case-implodes-20211029-p594gm
https://www.afr.com/topic/big-four-banks-5ux
https://www.afr.com/companies/financial-services/nab-s-diverse-experience-director-quits-after-backlash-20211029-p594c2
https://www.afr.com/topic/insolvency-jga
https://www.afr.com/companies/financial-services/bill-papas-green-dream-potentially-insolvent-from-the-start-20211029-p594cv
https://www.afr.com/street-talk
https://www.afr.com/street-talk/australian-potash-raising-8m-via-shaws-canaccord-20211029-p594e4
https://www.afr.com/topic/managed-funds-hon
https://www.afr.com/companies/financial-services/bitcoin-etf-gets-asic-nod-but-alt-coins-left-out-20211029-p594bm
https://adclick.g.doubleclick.net/pcs/click?xai=AKAOjssyQQdicctZO_V4bsxKzUj-ItqtP-2rvQyOEBs0_lK4QvIplPR4xVbH-D8sLVNmUAtSqlaujOrVO1UXWKAesy4JeX5JuCuhoRM93AMJY55vsw_dN6qm_UMq4JWKCBkmyT_PssJG-Vk5Qh7K1xXhtX1SwwIXfOi-Agq7osZrMN5HfX_OsRj81nT1D1fBK--K0ycskItm9OBgSmiGX6XkR5CV9I67g_SzDstqcukaOo2pd02GO_7GlHSIolHwVCOPMBooj4BXQSCdCb2vu6c-i3OOQUvf2eUn4OfLJCllQWxaiz4ZYUcDrEBqT8Fnohedyjp9kf7A0aEvU1r6dBHlHpcjsWGSwz31MA&sai=AMfl-YSc2YkW0QATsFZDwqYwybD_8fNqr8zOE1GDXrf6WccbpG0SdhgoVmVwC7--mePLQiP4TSGPL4DRGju49E76ZanGDp8g0I2J6RP2qnxv4LN9ODsQwu3BwTvp6lj0NiuT5fy-3ZTjAltWMQGxHMkn&sig=Cg0ArKJSzFCFvIfITZvbEAE&fbs_aeid=%5Bgw_fbsaeid%5D&urlfix=1&adurl=https://www.afr.com/companies/financial-services/understanding-the-workflow-revolution-20210909-p58q6w
https://adclick.g.doubleclick.net/pcs/click?xai=AKAOjssyQQdicctZO_V4bsxKzUj-ItqtP-2rvQyOEBs0_lK4QvIplPR4xVbH-D8sLVNmUAtSqlaujOrVO1UXWKAesy4JeX5JuCuhoRM93AMJY55vsw_dN6qm_UMq4JWKCBkmyT_PssJG-Vk5Qh7K1xXhtX1SwwIXfOi-Agq7osZrMN5HfX_OsRj81nT1D1fBK--K0ycskItm9OBgSmiGX6XkR5CV9I67g_SzDstqcukaOo2pd02GO_7GlHSIolHwVCOPMBooj4BXQSCdCb2vu6c-i3OOQUvf2eUn4OfLJCllQWxaiz4ZYUcDrEBqT8Fnohedyjp9kf7A0aEvU1r6dBHlHpcjsWGSwz31MA&sai=AMfl-YSc2YkW0QATsFZDwqYwybD_8fNqr8zOE1GDXrf6WccbpG0SdhgoVmVwC7--mePLQiP4TSGPL4DRGju49E76ZanGDp8g0I2J6RP2qnxv4LN9ODsQwu3BwTvp6lj0NiuT5fy-3ZTjAltWMQGxHMkn&sig=Cg0ArKJSzFCFvIfITZvbEAE&fbs_aeid=%5Bgw_fbsaeid%5D&urlfix=1&adurl=https://www.afr.com/companies/financial-services/understanding-the-workflow-revolution-20210909-p58q6w
https://adclick.g.doubleclick.net/pcs/click?xai=AKAOjstdDFQbZAb3k7x3ZLu9p-aKnKwJA5vZoOKdpfs5Q-W0Qsafg24mq63gMJmRYqTZRHtdGMitmTL0E-9yUS6QDhpAWT3oDE46NyIU-ayhfOLXSzqvD5yUiP2bHnYOgdQ0thFet9KSmyZNge3RM9tlh_v9ldDK0w_T0VOxs3I6jxtcTWL71YDNiiHaEC_GvPf9tj0ntMHchYY0LK4VHOaHypggzTZhGAbF3cWabNZh52kKdW1T-FoOcjnFmJ68jMZQB7yG0M0Xv897-FbLhtboOGWy1CtJDTk41jhgd08e3wmtkJPV--t2Sn9ea9ixjvqc_eegKVDtcUGONgcf1l5tFd65D3fEFwK_ZQ&sai=AMfl-YSNKhVDui4FGeET-UE3tuTjbzRzYLnehWmHM-x2-s1QfQCEsL052TpVrofhwJhQAuxHQGUPSZmgmCM6Z77U7dinnCe7NNmAtb4U1WxFXAdNjrx9fS8kPRl_l7u9K34YK3YNnWlvaUoqKEvPf-27&sig=Cg0ArKJSzPvttOMdUz-ZEAE&fbs_aeid=%5Bgw_fbsaeid%5D&urlfix=1&adurl=https://brandedcontent.afr.com/hubspot/crm-technology-key-boost-business-success/
https://adclick.g.doubleclick.net/pcs/click?xai=AKAOjstdDFQbZAb3k7x3ZLu9p-aKnKwJA5vZoOKdpfs5Q-W0Qsafg24mq63gMJmRYqTZRHtdGMitmTL0E-9yUS6QDhpAWT3oDE46NyIU-ayhfOLXSzqvD5yUiP2bHnYOgdQ0thFet9KSmyZNge3RM9tlh_v9ldDK0w_T0VOxs3I6jxtcTWL71YDNiiHaEC_GvPf9tj0ntMHchYY0LK4VHOaHypggzTZhGAbF3cWabNZh52kKdW1T-FoOcjnFmJ68jMZQB7yG0M0Xv897-FbLhtboOGWy1CtJDTk41jhgd08e3wmtkJPV--t2Sn9ea9ixjvqc_eegKVDtcUGONgcf1l5tFd65D3fEFwK_ZQ&sai=AMfl-YSNKhVDui4FGeET-UE3tuTjbzRzYLnehWmHM-x2-s1QfQCEsL052TpVrofhwJhQAuxHQGUPSZmgmCM6Z77U7dinnCe7NNmAtb4U1WxFXAdNjrx9fS8kPRl_l7u9K34YK3YNnWlvaUoqKEvPf-27&sig=Cg0ArKJSzPvttOMdUz-ZEAE&fbs_aeid=%5Bgw_fbsaeid%5D&urlfix=1&adurl=https://brandedcontent.afr.com/hubspot/crm-technology-key-boost-business-success/
https://www.afr.com/companies/energy/woodside-to-build-1b-hydrogen-plant-in-wa-20211025-p592wk

Taxpayers bankroll Telstra’s $2.1b Digicel buy

Year’s biggest IPO has a warning for tech and ESG investors

Why China’s new property tax is bad news for Australia

Lithium rally brings Wodgina back to life

S Ot =~ W N

Beijing plays for time with Evergrande

THE AUSTRALIAN

Fifiaicial Review Magazine

At home with ‘the godfather of postmodernism’ in
London

Stephen Todd

How to make a new restaurant’s ‘perfect summer weekend dish’ at home

This wine business has a knack for knowing your next favourite drink

BOSS

Former Nike executive to take RM Williams to the n!
world L

Sally Patten

Meet the 29-year-old acting CEO of RM Williams

Four tips that will make you thrive like a CEO in tough times

Life & Leisure

LG’s new flagship TV might leave you seeing ghosts

John Davidson

The race that stops the nation gets set to restart Australia


https://www.afr.com/life-and-luxury/design/at-home-with-the-godfather-of-postmodernism-in-london-20210913-p58r8d
https://www.afr.com/afr-magazine
https://www.afr.com/life-and-luxury/design/at-home-with-the-godfather-of-postmodernism-in-london-20210913-p58r8d
https://www.afr.com/life-and-luxury/food-and-wine/how-to-make-a-new-restaurant-s-perfect-summer-weekend-dish-at-home-20210913-p58r8f
https://www.afr.com/life-and-luxury/food-and-wine/this-wine-business-has-a-knack-for-knowing-your-next-favourite-drink-20210913-p58r8g
https://www.afr.com/work-and-careers/leaders/former-nike-executive-to-take-rm-williams-to-the-world-20211027-p593pa
https://www.afr.com/boss
https://www.afr.com/work-and-careers/leaders/former-nike-executive-to-take-rm-williams-to-the-world-20211027-p593pa
https://www.afr.com/work-and-careers/leaders/meet-the-29-year-old-acting-ceo-of-rm-williams-20211026-p5933j
https://www.afr.com/work-and-careers/leaders/four-tips-that-will-make-you-thrive-in-tough-times-20211020-p591p9
https://www.afr.com/technology/lg-s-new-flagship-tv-might-leave-you-seeing-ghosts-20211021-p591xi
https://www.afr.com/life-and-leisure
https://www.afr.com/technology/lg-s-new-flagship-tv-might-leave-you-seeing-ghosts-20211021-p591xi
https://www.afr.com/life-and-luxury/arts-and-culture/the-race-that-stops-the-nation-gets-set-to-restart-australia-20211020-p591ok
https://www.afr.com/companies/telecommunications/telstra-snaps-up-digicel-for-2-1b-with-government-backing-20211025-p592s7
https://www.afr.com/companies/financial-services/year-s-biggest-ipo-has-a-warning-for-tech-and-esg-investors-20211024-p592l9
https://www.afr.com/companies/financial-services/why-china-s-new-property-tax-is-bad-news-for-australia-20211025-p592uq
https://www.afr.com/companies/mining/lithium-rally-brings-wodgina-back-to-life-20211025-p592zj
https://www.afr.com/companies/financial-services/beijing-plays-for-time-with-evergrande-20211024-p592mp

Australia’s finest chef reveals the four secrets of a perfect dish

RICH LIST

Meet this year’s 26 new Young Rich Listers

Julie-anne Sprague and Michael Bailey

Why a video game built on blockchain is the ultimate crypto coup

The fast, loose (and lucky) life of a crypto anarchist

MY ACCOUNT v
SUBSCRIBE v
ABOUT US v
CONTACT v
MAGAZINES v
COLUMNS v
MARKETS DATA v
LISTS v
EVENTS v
OUR NETWORK v
TERMS AND CONDITIONS v

© Copyright 2021 The Australian Financial Review

Site Map


https://www.afr.com/
https://twitter.com/FinancialReview
https://www.instagram.com/financialreview/
https://www.linkedin.com/company/1628885
https://www.facebook.com/financialreview
https://www.afr.com/sitemap
https://www.afr.com/life-and-luxury/food-and-wine/australia-s-finest-chef-reveals-the-four-secrets-of-a-perfect-dish-20211025-p592un
https://www.afr.com/young-rich/meet-this-year-s-26-new-young-rich-listers-20211026-p593f9
https://www.afr.com/rich-list
https://www.afr.com/young-rich/meet-this-year-s-26-new-young-rich-listers-20211026-p593f9
https://www.afr.com/young-rich/why-a-video-game-built-on-blockchain-is-the-ultimate-crypto-coup-20210913-p58r88
https://www.afr.com/young-rich/the-fast-loose-and-lucky-life-of-a-crypto-anarchist-20211028-p5944r

