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Property buyers face new threat from lenders

Deals can be cancelled at the last moment, according to buyers iStock

Property buyers are being let down because lenders are
increasingly pulling out of deals at the last moment, forcing loan
renegotiations on worse terms or the need to start looking for
another loan.
by Duncan Hughes

Prudent buyers getting pre-approvals up to six months before
Advertisement

ﬁnding the property they want to buy are being told that the rates, terms and
conditions have changed for the worse, claim mortgage brokers.
The spurning of buyers at completion is a common experience for off-the-plan
purchases, where completion of the building and contract settlement can take years,
routinely resulting in changing property values forcing loan renegotiations.
But the number of snubs to short-term agreements is increasing because lenders are
discreetly changing loan conditions, imposing new borrowing terms, changing rates
or reducing the amount a buyer qualiﬁes for by thousands of dollars.
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"It is forcing a lot of buyers out of the market. They have to look for another place to
buy, or ﬁnd another lender," says Jessica Darnbrough, a spokesperson for Mortgage
Choice, who says mortgage brokers are regularly reporting it happening.
Lenders under the watchful eye of the Australian Prudential Regulation Authority are
being told they have to keep loan growth under 10 per cent a year in a bid to control
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demand and keep a lid on prices.
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For example, Teachers Mutual Bank and subsidiary UniBank, which have more than
$5.4 billion in assets and 175,000 members, are temporarily withdrawing from new
investment lending to reduce annual growth from about 15 per cent after breaching
the limit by 60 per cent.
In other cases, criteria used to assess a property loan are being tightened so that living
expenses are increased, assessable incomes reduced and maximum borrowing caps,
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says Mortgage Choice.
Borrowers who sought pre-approval for a loan six months ago before looking for a
new property are being told their home loan application has expired and no longer
qualiﬁes.
For example, six months ago a couple earning net income of about $116,000 could
have qualiﬁed for a loan of about $1.1 million, according to Mortgage Choice.
Under the new rules they would qualify for about $70,000 less. During this period
variable rates have dropped by up to 25 basis points.

Stress test rates raised
"You are between a rock and a hard place," says Christopher Foster-Ramsay, director
of Foster-Ramsay Finance, referring to buyers caught by changes to loan conditions.
Living expenses used to qualify for loans are routinely being increased by 20 per cent
and assessment rates – which is a "stress test" rate to assess whether the borrower
can cope with successive rate increases – are being raised by 15 basis points.
This is regularly resulting in maximum loans offered being reduced by 10 per cent.
Other lenders are not taking into account certain types of income. For example,
overtime, bonuses, commission payments are either being excluded, or only a
percentage considered in calculating eligibility.
Some lenders, such as P&N Bank, one of the nation's largest lenders, is making it
tougher for applicants with "less dependable" jobs to qualify for loans.
Foster-Ramsay recommends that borrowers try to make sure that – where possible –
their ﬁnancial circumstances do not change.
In addition, he suggests borrowers keep saving so that they are attractive to other
lenders.

Ban on discretionary pricing
"If there is a policy change at lender A that excludes a borrower, there is always B, C, D
and E that might suit," he adds.
It is even tougher for some temporary and provisional visa holders who are being
excluded from special borrowing and saving packages.
For example, ANZ has written to mortgage brokers warning its "appetite for
discretionary pricing" for the borrowers has changed.
The ban on discretionary pricing means eligible foreign applicants will be charge 5.37
per cent for a variable rate home loan and 5.64 per cent for a residential investment
loan.
Borrowers are also barred from special savings and investment accounts that allow
lenders to draw down equity in their property.
Last month ANZ announced tough new measures intended to tackle fraudulent
applications, such as authorising documents missing pages, untraceable employer
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references and suspicious income statements.
The big four banks, Adelaide and Bendigo Bank, Macquarie Bank, Citi and ME Bank
have either banned new loans to foreign buyers, imposed currency restrictions, or
stricter terms.

RECOMMENDED

FROM AROUND THE WEB

Edward Snowden calls for boycott of Google's
newest messaging app, Allo

Adelaide startup Edible Blooms has built a best
in class digital business…
Smarter by Telstra

Why Angus Aitken left Bell Potter. Was it really
sexism?

He turned a modest $10,600 investment into an
$8,016,867 fortune.
Motley Fool Australia

Low returns means superannuation doesn't add
up

Enterprise IT is changing faster than ever. Learn
what comes next with…
Verizon APAC

Apple's loss is 4 times worse than Enron

Save on tax before 30 June: Pooling family super
into a joint account
ESuperfund

KKR's solarpowered tomatoes lead change in
Iron Triangle

New Zealand's Changes To GST Laws Impact On
Australian Businesses
NZ Tax Info

Recommended by

SUBSCRIBE

TOOLS
Markets Data
Australian Equities
World Equities
Commodities
Currencies
Derivatives
Interest Rates
Share Tables

LOGIN

FAIRFAX BUSINESS MEDIA
The Australian Financial Review Magazine
BOSS
BRW Lists
Chanticleer
Luxury
Rear Window
The Sophisticated Traveller
CONTACT & FEEDBACK

CONNECT WITH US

YOUR OPINION IS IMPORTANT TO US

GIVE FEEDBACK

CHOOSE YOUR READING EXPERIENCE

FAQ
Contact us
Letters to the Editor
Give feedback
Advertise
Reprints & Permissions
ABOUT
About us
Our Events
Digital Subscription Terms
Newspaper Subscription Terms
Site Map
Corporate Subscriptions

© Copyright 2016 Fairfax Media Publications Pty Ltd

| Privacy | Terms & Conditions of Use

http://www.afr.com/business/banking-and-ﬁnance/property-buyers-face-new-threat-from-lenders-20160608-gpednd

4/5

6/14/2016

Property buyers face new threat from lenders | afr.com

http://www.afr.com/business/banking-and-ﬁnance/property-buyers-face-new-threat-from-lenders-20160608-gpednd

5/5

