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Lenders making it tougher for borrowers, despite lower rates. Louie Douvis

A lender is weeding out unsuitable local house buyers by warning

they need minimum monthly surplus income of $1000 after

deduction of all taxes, costs and expenses to qualify for a loan  

Teachers Mutual Bank, which has more than $5 billion in assets

and 170,000 members, claims the tough borrowing conditions are

in response to regulatory calls that underwriting standards "remain prudent".

"We have to get our investment lending down like all the others," a bank spokesperson

said about the surplus that is equivalent to about 20 per cent of after tax pay for the

average full-time employee.

The $1000 buffer above 'assessment repayment ability', which is the traditional

benchmark for a borrowers' capacity to repay, applies to all investment loans, despite

loan-to-value ratios of more than 80 per cent.

Lenders are continuing to toughen borrowing conditions as they lower mortgage and

savings rates in response to the Reserve Bank of Australia's latest cut. 

"Lenders have tightened investor borrowing across the board," said Jessica

Darnbrough, a spokeswoman for Mortgage Choice, a mortgage broker.

"Measures range from tough new financial benchmarks for assessing loan

by Duncan Hughes
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serviceability through to scrapping discretionary discounts and increasing scrutiny of

other investments used to support a loan application," Ms Darnbrough said.

This is in addition to the tough measures imposed on foreign borrowers.

Lenders are having to juggle lower rates with the 10 per cent speed limit introduced

by the Australian Prudential Regulation Authority in December 2014.

Tightening lending was intended to reduce demand in overheating markets, such as

Melbourne and Sydney, and improve housing affordability, particularly for first time

home buyers.

Big banks have also been toughening lending criteria with measures including higher

loan-to-value ratios, tougher scrutiny of documentation and limits on the use of

negative gearing.

For example, Australia and New Zealand Banking Group has written to mortgage

brokers warning that the maximum age for a property valuation is three months and

six months for a contract of sale.

Lenders and buyers are fearful that original purchase prices for off-the-plan

apartments might be higher than their market value upon completion, particularly in

central business districts where there are high concentrations of high-rise residential

buildings.

 "Where the valuation date is longer than three months, it is at ANZ's discretion if this

is accepted," a spokesman said.

Other lenders, such as P&N Bank, one of the nation's largest mutual lenders, are

telling brokers that 'certain income types' will have the annual total of overtime,

allowances and commissions 'shaded' – or reduced – by 20 per cent when assessing

eligibility.

Police, nurses, teachers, firefighters and prison officials are defined as 'dependable'

and do not have overtime payments automatically reduced.

All other occupations where total income is supplemented by irregular income,

which can range from taxi drivers to bankers, will be reviewed.

http://www.afr.com/business/banking-and-finance/competition-to-limit-airfare-hikes-when-surcharges-cut-accc-20160516-govzh0
http://www.afr.com/business/banking-and-finance/financial-services/where-the-big-banks-went-wrong-in-the-bbsw-scandal-20160516-govxax
http://www.afr.com/business/banking-and-finance/uk-banks-face-29bn-loss-to-mobile-apps-20160516-gow0kh
http://www.afr.com/business/sport/golfer-jason-day-poised-to-top-20-million-pay-mark-after-players-championship-win-20160516-gow219
http://www.afr.com/real-estate/perth-hotspots-despite-falls-some-suburbs-are-rising-in-price-20160516-gow0we
http://www.afr.com/technology/redbubble-jumps-13-per-cent-on-asx-debut-20160512-gotflw
http://www.afr.com/business/sport/golfer-jason-day-poised-to-top-20-million-pay-mark-after-players-championship-win-20160516-gow219
http://www.afr.com/real-estate/perth-hotspots-despite-falls-some-suburbs-are-rising-in-price-20160516-gow0we
http://www.afr.com/technology/redbubble-jumps-13-per-cent-on-asx-debut-20160512-gotflw
http://www.afr.com/business/banking-and-finance/investment-banking/macquarie-banker-ben-brazils-highrisk-debt-unit-in-labor-royal-commission-view-20160426-gofbei
http://www.afr.com/business/banking-and-finance/investment-banking/macquarie-banker-ben-brazils-highrisk-debt-unit-in-labor-royal-commission-view-20160426-gofbei
http://www.afr.com/markets/jobs-data-rba-minutes-clues-to-rate-move-20160514-gove8f
http://www.afr.com/markets/jobs-data-rba-minutes-clues-to-rate-move-20160514-gove8f
http://www.afr.com/business/legal/robolawyers-of-the-future-are-coming-for-lawyers-jobs-20160504-golqel
http://www.afr.com/business/legal/robolawyers-of-the-future-are-coming-for-lawyers-jobs-20160504-golqel
http://www.afr.com/opinion/columnists/alan-mitchell/the-inconvenient-truth-behind-slowing-world-growth-20160421-gobzo3
https://mozo.com.au/home-loans/articles/rba-rate-cut-what-are-the-cheapest-home-loan-deals-available-now?utm_source=outbrain&utm_medium=outbrain-online-content&utm_campaign=home-loans&mz_source=outbrain__HL4
https://mozo.com.au/home-loans/articles/rba-rate-cut-what-are-the-cheapest-home-loan-deals-available-now?utm_source=outbrain&utm_medium=outbrain-online-content&utm_campaign=home-loans&mz_source=outbrain__HL4
https://expert360.com/blog/how-an-on-demand-chief-financial-officer-will-revolutionise-your-business/?utm_source=outbrain&utm_medium=cpc&utm_campaign=cxo&utm_content=all_clients
https://expert360.com/blog/how-an-on-demand-chief-financial-officer-will-revolutionise-your-business/?utm_source=outbrain&utm_medium=cpc&utm_campaign=cxo&utm_content=all_clients
http://www.ampcapital.com.au/smsf-suite/articles/avoid-short-termism-top-tip-for-smsf-investors?utm_medium=native&utm_source=outbrain&utm_campaign=smsf&utm_content=avoid-short-termism-top-tip-for-smsf-investors
http://www.ampcapital.com.au/smsf-suite/articles/avoid-short-termism-top-tip-for-smsf-investors?utm_medium=native&utm_source=outbrain&utm_campaign=smsf&utm_content=avoid-short-termism-top-tip-for-smsf-investors
http://dsct2.com/path/lp.php?trvid=10191&trvx=1a352562&KW=DSPOTB&CAMP=A296A
http://www.afr.com/real-estate/apra-rules-bite-investor-home-loans-fall-for-sixth-month-20160410-go37gr
mailto:?subject=Bank%20demands%20%241000%20buffer%20before%20lending&body=I%20would%20like%20to%20share%20something%20with%20you%0A%0Dhttp%3A%2F%2Fwww.afr.com%2Fbusiness%2Fbanking-and-finance%2Fbank-demands-1000-buffer-before-lending-20160506-goo7hz
https://plus.google.com/share?url=http%3A%2F%2Fwww.afr.com%2Fbusiness%2Fbanking-and-finance%2Fbank-demands-1000-buffer-before-lending-20160506-goo7hz&title=Bank+demands+%241000+buffer+before+lending
https://www.facebook.com/sharer/sharer.php?u=http%3A%2F%2Fwww.afr.com%2Fbusiness%2Fbanking-and-finance%2Fbank-demands-1000-buffer-before-lending-20160506-goo7hz&title=Bank+demands+%241000+buffer+before+lending
https://twitter.com/share?url=http%3A%2F%2Fwww.afr.com%2Fbusiness%2Fbanking-and-finance%2Fbank-demands-1000-buffer-before-lending-20160506-goo7hz&text=Bank+demands+%241000+buffer+before+lending&via=FinancialReview
http://www.linkedin.com/shareArticle?mini=true&url=http%3A%2F%2Fwww.afr.com%2Fbusiness%2Fbanking-and-finance%2Fbank-demands-1000-buffer-before-lending-20160506-goo7hz&title=Bank+demands+%241000+buffer+before+lending&source=Financial+Review&summary=A+lender+demands+house+borrowers+have+surplus+income+of+%241000+after+deduction+of+all+taxes%2C+costs+and+expenses+to+qualify+for+a+loan.
http://www.reddit.com/submit?url=http%3A%2F%2Fwww.afr.com%2Fbusiness%2Fbanking-and-finance%2Fbank-demands-1000-buffer-before-lending-20160506-goo7hz&title=Bank+demands+%241000+buffer+before+lending


5/16/2016 Bank demands $1000 buffer before lending | afr.com

http://www.afr.com/business/banking-and-finance/bank-demands-1000-buffer-before-lending-20160506-goo7hz 3/3

Recommended by

It's official: Alibaba is coming to Australia The house price correction Sydney had to have
Domain

  LOGIN

TOOLS

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

FAIRFAX BUSINESS MEDIA

The Australian Financial Review Magazine
BOSS
BRW Lists
Chanticleer
Luxury
Rear Window
The Sophisticated Traveller

CONTACT & FEEDBACK

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

CONNECT WITH US

YOUR OPINION IS IMPORTANT TO US

CHOOSE YOUR READING EXPERIENCE

   

© Copyright 2016 Fairfax Media Publications Pty Ltd  | Privacy  | Terms & Conditions of Use

SUBSCRIBE

 GIVE FEEDBACK

http://www.outbrain.com/what-is/default/en
http://www.afr.com/opinion/columnists/alan-mitchell/the-inconvenient-truth-behind-slowing-world-growth-20160421-gobzo3
http://www.afr.com/technology/alibaba-is-officially-coming-to-australia-20160420-goaxe0
http://www.afr.com/technology/alibaba-is-officially-coming-to-australia-20160420-goaxe0
http://dsct2.com/path/lp.php?trvid=10191&trvx=1a352562&KW=DSPOTB&CAMP=A296A
http://www.domain.com.au/news/the-house-price-correction-sydney-had-to-have-20160127-gmdzv9/?utm_source=outbrain&utm_medium=cpc&utm_content=link-widget&utm_campaign=c-all-alwayson_ffx
http://www.domain.com.au/news/the-house-price-correction-sydney-had-to-have-20160127-gmdzv9/?utm_source=outbrain&utm_medium=cpc&utm_content=link-widget&utm_campaign=c-all-alwayson_ffx
http://tools.afr.com/markets-data/
http://tools.afr.com/markets-data/
http://tools.afr.com/markets-data/worldEquities.aspx
http://tools.afr.com/markets-data/commodities.aspx
http://tools.afr.com/markets-data/currencies.aspx
http://tools.afr.com/markets-data/derivatives.aspx
http://tools.afr.com/markets-data/interest_rates.aspx
http://www.afr.com/share-tables
http://www.afr.com/afr-magazine
http://www.afr.com/boss
http://www.afr.com/leadership/brw-lists
http://www.afr.com/chanticleer
http://www.afr.com/luxury
http://www.afr.com/rear-window
http://www.afr.com/sophisticated-traveller
http://www.afr.com/faq
http://www.afr.com/contact-us
http://www.afr.com/letters-to-the-editor
https://www.kampyle.com/feedback_form/ff-feedback-form.php?site_code=6028473&form_id=112282&lang=en
http://adcentre.com.au/brands/australian-financial-review/
http://professional.fairfaxsyndication.com/C.aspx?VP3=CMS3&VF=Home
http://www.afr.com/about-us
http://www.afr.com/our-events
http://www.afr.com/digital-subscription-terms
http://www.afr.com/newspaper-subscription-terms
http://www.afr.com/sitemap
http://corporatesubscriptions.com.au/
http://fairfax.com.au/conditions.html
http://www.fairfax.com.au/privacy.html
http://fairfax.com.au/conditions.html
http://afr.com/subscribe?iid=houseinv:nnn-15omn0331-acq-consumersubs:bau-06/07/2015-afr_bau-dom-bau_botnav-nnn-afr-o&campaign_code=baujul15&promote_channel=house_inventory
http://www.facebook.com/financialreview
http://twitter.com/FinancialReview
http://www.linkedin.com/company/1628885?trk=tyah&trkInfo=tas%3Afinancial+review%2Cidx%3A1-1-1
https://plus.google.com/117110503471959828934/posts
https://www.kampyle.com/feedback_form/ff-feedback-form.php?site_code=6028473&form_id=112282&lang=en

