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2 0 0 9 Mortgage
Trends Report
Welcome to the fifth annual edition of the Genworth Financial Mortgage
Trends Report, providing comprehensive and unique insights into
the changing attitudes of Australians regarding the mortgage and
property market.
As the leading lenders mortgage insurance (LMI) provider in Australia, Genworth Financial (Genworth) understands
the need for our lender customers to have deeper insights into consumer thoughts and trends, particularly in these
dynamic times. This year we have again surveyed over 2000 consumers to better help our customers achieve their
business objectives.
Recent and ongoing fundamental changes in market conditions and the global financial crisis will shape the mortgage
landscape for years to come. As a result of these extraordinary times, we have expanded our survey to focus on key
issues affecting consumers, to gain a better understanding of the debt and hardship that Australians currently face.
We also provide an overview of strengths and weaknesses of key market segments market highlighting areas where
lenders may capitalise on new opportunities.

Genworth Financial

R e ta i l F i n a n c e I n t e l l i g e n c e ( R F I )

Genworth is a leading provider of LMI in Australia and
New Zealand. Together with our partners, our aim is to
make home ownership more accessible to borrowers
through the provision of LMI solutions. Working with
more than 200 lenders, Genworth has built a reputation
for its expertise in understanding the evolving mortgage
market. Our financial strength is underpinned by our
AU$2.7 billion investment portfolio, as well as our rich
data gained through insuring mortgages over 40 years.

RFI is a leading provider of specialised strategic
research, intelligence, and advisory services to
financial services institutions in Australia, New Zealand
and the UK. Using its innovative research approach
RFI consistently provides clients with tailored and
independent intelligence and advice based exclusively
on primary research. RFI combines market and
customer analytics to offer strategic advice and
tailored solutions, enabling clients to identify customer
needs and preferences, competitive opportunities or
threats and how best to address these issues to gain
market advantage.
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GENWORTH'S PERSPECTIVE
Signs of optimism emerge
We live in unprecedented times. As the events of the
global financial crisis continue to unfold, Australia’s
economy and mortgage market are proving relatively
resilient when compared to other established nations.
The results of the 2009 Mortgage Trends Report show
consumers are generally optimistic; record low interest
rates are having a positive impact on their ongoing
ability to service debt; borrowers feel confident they
can meet their repayments; expectations of stress are
declining; and Government incentives directed at first
home buyers are supporting the low to middle end of
the property market.

Misplaced optimism?
Despite the growing optimism, consumers are clearly
becoming more conservative in their approach to
finances, and deleveraging across all forms of debt is
on the rise. Trends in the higher risk first home buyer
segment also provide reason for concern, as first time
homeowners increase their commitments and bring
forward their purchases, fuelling a house price surge
in the lower end of the market. An increasing exposure
to future interest rate rises may contribute to future
mortgage stress as Australians convert their loans to
variable en masse.
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Unemployment the great
unknown
As first home buyers extend themselves and interest
rate exposure grows, the effect of future increases in
unemployment and underemployment remain unknown.
While the official unemployment rate is still hovering
around long-term averages, Government projections
of 8.5% loom on the horizon. A dramatic shift in
underemployment is already underway, with many
forced to reduce their hours or move to part-time as
companies seek to maintain their profitability. With a
significant minority unable to cover their mortgage for
more than a month in the event they lose their jobs, the
threat of reduced working hours has the potential to
accelerate mortgage defaults for some.

Small shifts in
unemployment translate
to increased delinquencies
Genworth is already beginning to see the effects of
increases in unemployment, and more specifically
reduced income as a result of underemployment, in its
90 day arrears rates. Between January 2008 and May
2009, the delinquency rate has increased 25%. The
impacts of a 2%+ rise in the official rate are all too clear,
and all involved in the industry have a role to play in
ensuring borrowers keep their homes.
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Preserving home
ownership
In late 2006 Genworth set up a Hardship Solutions
Team, dedicated to facilitating assistance for borrowers
unable to meet their mortgage repayments due to
financial hardship. Since its inception, relief has been
provided to over 6,000 borrowers, of whom more than
95% have remained in their homes. The past financial
year has seen a growing number of borrowers turn to
our Hardship Solutions Team, with requests for help in
2009 increasing threefold from the 07-08 financial year.
Analysis of these hardship requests highlight that
it takes a defined event for a borrower to default
on their mortgage, whether that be illness, injury,
unemployment or relationship breakdown. In 2009
there has been a significant shift in the key reasons for
hardship assistance, with unemployment (which also
includes reduced income and redundancy) overtaking
illness and injury as the key drivers.
The key to keeping borrowers in their homes is
early notification – the earlier a lender is aware a
borrower may have trouble meeting their repayments,
the more options can be implemented to keep them
in their homes.

The role of LMI
in an economic
downturn
LMI insures the lender for any short fall on a
home loan resulting from borrower default due
to credit risks such as house price depreciation,
unemployment or interest rates. With the current
economic environment, these credit risks are
increasingly a threat, meaning LMI is more
valuable now than ever.

Reasons for hardship (Jan 09 - May 09)
Personal
reasons
9%

Illness/Injury
22%

Other
9%
Over committed
1%
Bushfire & Flood
6%

Unemployment
53%

Source: RFI Finance
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CHANGING ECONOMIC BACKDROP
While much has been said of the extraordinary times
we are currently living in, a look back over the last 3
years at a number of key economic indicators in June of
each year, sheds light on just how dynamic these times
really are.
Issues of pressing concern in 2007 and 2008, such
as high interest rates and inflation, are no longer of
significant concern to borrowers. However increasing
unemployment is now a major concern, despite not
being mentioned in previous surveys.
There have also been significant shifts in the affordability
index over the last 24 months, largely driven by

decreasing interest rates. With greater participation in
the market, and encouraged by Government stimulus,
the average first home buyer loan has increased 18%
since 2007.
As well as favourable interest rates in 2009, Australians
at the time of the survey also were benefiting from the
Federal Government’s cash stimulus payments, the
unemployment rate surprisingly decreased in March,
and the Q1 GDP figures were positive. It is therefore
understandable that there is an undercurrent of
optimism amongst survey respondents.
Whether this is misplaced, remains to be seen.

2007

2008

2009

Official cash rate

6.25%

7.25%

3.00% 

Inflation

2.4%

4.5%

2.5%



Unemployment

4.3%

4.3%

5.8%



Oil prices per barrel US$

$66.30

$127.76

$67.73




Affordability Index

100.0

92.4

153.4

Average FHB loan

$238,600

$243,100

$283,400 

As at June of each year. Oil prices based on benchmark NYMEX LS Crude
Sources: ABS, RBA, HIA, GO-TECH

SURVEY METHODOLOGY
Genworth Financial’s 2009 Mortgage Trends Report
is based on the results of an online survey of 2,000
adult Australians conducted in April and May, 2009.
The sample is nationally representative by state of
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residence, age and gender. The median household
income of the respondents was $50,000-$100,000
while the average age was 41.4 years.

7

ta b l e o f C o n t e n t s
I n t ro d u c t i o n to G e n wo rt h F i n a n c i a l a n d R F I

3

Genworth Financial
Retail Finance Intelligence (RFI)

3
3

Genworth's perspective

4

Signs of optimism emerge
Misplaced optimism?
Unemployment the great unknown
Smalls shifts in unemployment translate to increased delinquencies
Preserving home ownership
The role of LMI in an economic downturn
Changing economic backdrop
Survey methodology
C h a p t e r 1 : THE DREA M O F HO M E OWNERSHIP IS STILL ALIVE	
Property ownership
The appeal of property ownership
Timing still favourable for property purchase
Location, location, location
C h a p t e r 2 : F i n a n c i a l C o n s e r vat i s m r e i g n s
Debt and stress
Reducing debts a core priority
Debt servicing ability increasing
C h a p t e r 3 : M ORTGAGE REPAY M ENTS AND HARDSHIP
Threat of unemployment looms large
Contrasting outlooks into the future
Profile of struggling borrowers
The impact of unemployment
Mortgage holders concerns
Renters concerns
CHAPTER 4 : F IRST HO M E B U Y ERS	
The First Home Owner Boost
The impact of the Boost on First Home Buyers

4

4
4
4
4
5
5
6
6
8
8
9
10
11

12
12
13
13
14
15
16
18
19
20
20
21
22
23

CHAPTER 5 : CHOOSING A M ORTGAGE LOAN	

25

Variable interest rates dominate
FHBs driving higher LVR loans
Refinancing activity may have peaked

25
26
27

CHAPTER 6 : LENDER SATIS FACTION
Major banks
Regional/overseas banks
CUBS
Non-banks
Keeping borrowers in their homes
Savings for a rainy day
CHAPTER 7 : M ORTGAGE B RO K ERS	
Broker usage
Broker recommendations and choice
Broker satisfaction and advocacy
Definition of segments
Definition of generations

28
30
33
34
35
36
37
38
38
40
42
43
43
The Genworth Financial Mortgage Trends Report

8

chapter 1

THE DREAM OF
HOME OWNERSHIP
IS STILL ALI VE

PROPERTY OWNERSHIP
In the 2009 survey of 2,000 Australians, property ownership has
continued to decline with 58% of Genworth’s survey respondents owning
property, compared to 60% in the 2008 survey. Both home ownership
and investment property ownership are at the lowest level captured in
the past five years, at 55% and 16% respectively. Despite lower rates of
property ownership, Genworth’s 2009 survey captured more First Home
Buyers (FHBs) than in previous years. Respondents who bought their
first home in the past 12 months accounted for 6% of the survey sample
in 2009, up from less than 5% in 2008. The proportion of mortgage-free
property owners has remained consistent at 30%.
The Genworth Financial Mortgage Trends Report
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THE APPEAL OF PROPERTY OWNERSHIP
For many, property ownership is part of the great Australian dream.
According to Genworth’s 2009 survey, 89% of respondents aspire to own
some form of property throughout their lives. The large majority are
strongly attached to property because they feel that property ownership
gives them a sense of security, while being a good tangible investment.

•

For more than one third of respondents, property
ownership gives them a peace of mind with
the added benefit of being a safe and tangible
investment. For these individuals, property ownership
is largely driven by emotive factors such as security
and stability.

•

Non-property owners, especially those aspiring to
own property soon, are more likely to believe that
property ownership gives them peace of mind with
36% stating this, compared to just 13% of property
investors. Those outside of the market are more
driven to own property by feelings of security than
investment opportunity.

•

In total, 33% of respondents would consider buying
property because it is a good investment, while
another 6% said it is for tax-associated benefits such
as negative gearing. Property investors were more
likely to cite these reasons for purchasing property,
as well as the fact that property ownership provides
them with an alternate source of income, with 18%
stating this.

33% of respondents would
consider buying property
because it is a good investment.

Which of the following statements best describes the reason
you would consider purchasing property?
I would not consider buying property

100%
90%
80%
70%

22%

60%
50%
40%
30%
20%
10%
0%

Other

13%
26%
10%

35%

Property ownership gives me peace of mind

36%

7%

7%
42%

6%
29%

I don’t want to be left behind

33%

It provides me with an alternate source of income
It’s a tangible investment
It’s a good investment
For tax associated benefits

7%

10%

3%

6%

Homeowner

Property
investor

Non-property
owner

All

Source: Retail Finance Intelligence (RFI)
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TIMING STILL FAVOURABLE FOR PROPERTY PURCHASE
Towards the end of 2008 housing affordability improved significantly in
most parts of Australia, particularly in and around capital cities. Lower
interest rates and improved mortgage serviceability have been key
factors in this improvement in affordability, as well as the Government’s
incentives for FHBs entering the market.
•

•

Respondents in 2009 were more likely to believe
that now is a good time to buy investment property
with 43% stating this, compared to just 33% of
respondents in the 2008 survey.
Property investors were more likely to say that now
is a good time to buy property, with 58% agreeing,
compared to 46% of non-property owners.

Housing affordability and FHBs as share of
dwellings financed
30%

FHBs as % of all dwellings

25%

HIA Affordability Index (RHS)
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•

When asked whether they believe now is a good
time to buy, 50% of respondents felt that it is a good
time to buy a home and 43% believed it is a good
time to buy an investment property. 20% said it is a
good time to buy a holiday home.

Source: ABS, HIA

Proportion of respondents who believe that now is a good time to buy the following types of property
70%
60%
50%
40%

50%

58% 57%
47%
34%

29%

50%

46%

43%
33%

26%

20%

30%
20%

Home
Investment
Holiday home

10%
Home owner

Investor

Non-property
owner

Total

Source: Retail Finance Intelligence (RFI)

•

•

Respondents from SA are most likely to believe
that now is a good time to buy property, with 52%
believing it is a good time to buy a home and 43% to
buy an investment property. SA is one of the more
affordable states in which to buy property, and its
significant deposit of minerals and resources make it
an attractive state for property investors looking for
potential capital growth.
Meanwhile WA respondents were the least likely to
say now is a good time to buy property, with 44%
believing it is a good time to buy a home and 37%
to buy an investment property. The global economic
downturn has reversed many years of strong
property prices in WA, as mining activities stagnate
in response to lower overseas demand for mineral
exports.
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•

Of those who believe that now is a good time to buy
investment property, 84% said it is because property
prices are low. 78% mentioned that interest rates
are low by historic standards, while 51% believe
the rental shortage will lead to high rental income
potential, particularly in high density areas.

•

However, despite lower property prices and interest
rates, 28% of all respondents felt that now is not a
good time to buy an investment property. Almost two
thirds of these respondents (64%) believe the market
is too unstable, while 48% believe that property
prices are still too high.
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The key deciding factor
when purchasing property
is proximity to city or
town centre.

LOCATION, LOCATION, LOCATION
It is important to understanding the key choice drivers for those
purchasing property
•

•

The key deciding factor when purchasing property
is proximity to city or town centre, with 46% of
respondents choosing this as the top 3 choice
factors. More than one fifth of all respondents said
that proximity to city or town centre is the most
important driver of choice.

•

Proximity to current place of employment is the
most important factor for 13% of respondents.

•

There was a slight difference in emphasis between
homeowners and property investors, with 13% of
homeowners stating that the rental potential of a
suburb was a top 3 deciding factor compared to
26% of property investors.

Other important factors include proximity to shopping
centres and the potential price appreciation of the
suburb, with 41% of respondents choosing these
as one of their top 3 choice drivers.

When looking to purchase a residential property, which of the following are key deciding factors?
50%
45%
40%
35%
30%
25%
20%
15%
10%
5%
0%

Rank 3
Rank 2
Rank 1
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chapter 2

FINANCIAL CONSER VATISM
REIGNS
DEBT AND STRESS
The proportion of debt-free individuals has increased for the second year
in a row. Genworth’s 2009 survey shows that 21% of respondents had
no debt, compared to 18% in 2008 and 15% in 2007. This trend towards
deleveraging suggests that many Australian households are becoming
more conservative with their finances, with Australian Bureau of Statistics
(ABS) data showing that Australia’s savings rate jumped to a ten-year high
of 6.2% in December 2008.
There is a marked fall in the number of respondents
with debt commonly associated with discretionary
spending. The proportion of respondents stating that
they had credit card debt fell from its highest level of
60% in 2007 to 52% in 2009, suggesting that many
consumers have either paid off their outstanding card
balance or have decreased their card spend. Store
finance products have seen a downturn, falling from
8% in 2007 to 5% in 2009, as have investment loans
falling to 7%.

The majority of respondents consciously try to save
a proportion of their salary each month. 33% of
respondents said they try to save up to 10% of their
salary, and a further 23% aim to save between
10%-29% of their salary. However, 18% of respondents
stated that they typically don’t try and save anything.
In 2009, the only type of debt that saw an increase
from the previous year was mortgage with 40% of
respondents having one, compared to 39% in 2008.
This increase can be largely accounted for by the influx
of new entrants into the property market over the past
year, especially FHBs capitalising on the Government’s
Boost and other favourable market conditions.

Which of the following types of debt do you have? Choose all that apply.
70%

2007

60%

2008

50%

2009

40%
30%
20%
10%
0%
it
red
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*Not an option in the 2007 survey

Source: Retail Finance Intelligence (RFI)
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of respondents
stating that they
had credit card debt
fell from its highest
level of 60% in 2007
to 52% in 2009.
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REDUCING DEBTS
A CORE PRIORITY

DEBT SERVICING ABILITY
INCREASING

Paying off debts remains the number one priority
for almost 80% of respondents. Given recent
Government incentives for FHBs and a combination
of factors including record low interest rates
and increased affordability, the priority placed in
purchasing a home has increased, with 44% of
respondents making this a high priority in 2009,
compared to 39% in 2008. However, respondents
in 2009 had a smaller investment appetite compared
to the previous year. The proportion of respondents
who placed a high priority on property investment fell
from 20% in 2008 to 18% in 2009, while priority on
investing in the stock market also fell slightly in 2009,
from 12% to 11%.

Lower interest rates have led
to a greater capacity to service
debts for many Australians.

Proportion of respondents that place a high priority
on the following financial situations
90%
80%
60%
50%
40%
30%
20%
10%
0%

2008
2009

Pay off debts

Purchase a Investing in
home
property

Investing in
stock market

In 2008, 25% of respondents allocated more than
half of their total monthly income to service their
debts, however this percentage retreated to 17%
in 2009. In 2009, 59% of respondents allocated
less than 30% of their monthly income to pay
off debts.

What proportion of your total monthly income
goes to servicing/paying off these debts?
100%
90%
80%
70%
60%
50%
40%
30%
20%
10%
0%

12%
25%

17%

Over 50%
41% - 50%
31% - 40%
21% - 30%
11% - 20%
Less than 10%

2007

2008

2009

Source: Retail Finance Intelligence (RFI)

Source: Retail Finance Intelligence (RFI)
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chapter 3

MORTGAGE REPAYMENTS
AND HARDSHIP
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Threat of unemployment looms large
The proportion of borrowers that made an overpayment
to their mortgage in the past 12 months increased from
31% in the 2008 survey to 41% in 2009. At the same
time, the proportion of borrowers that struggled fell from
23% in 2008 to 17% in 2009. In total 3% were at least
one month behind with their repayments.
Borrowers in QLD/NT were more likely to have
experienced repayment difficulty in the past 12 months,
with 23% finding difficulty compared to the national
average of 17%. On the other hand, SA borrowers
were most likely to have easily met their mortgage
repayments, with 90% having done so in the past
12 months. 47% of SA borrowers made overpayments
to their mortgage.
Mortgage serviceability has seen the biggest
improvement in NSW/ACT, where the proportion of
struggling borrowers has fallen significantly over the
past few years. In 2007 29% of NSW/ACT borrowers
struggled with mortgage repayments in the 12 months
prior to the survey, and this proportion decreased to
24% in 2008 and 15% in 2009. During this period the
proportion of NSW/ACT borrowers that overpaid their
mortgage increased from 28% in 2007 to 46% in 2009.
Credit Union and Building Society (CUBS) borrowers
were most likely to have overpaid their mortgage last
year and were by far least likely to have experienced
repayment difficulty. Just 10% of CUBS borrowers
experienced some hardship in the past year, compared
to 21% of regional/overseas bank borrowers and 18%
of non-bank borrowers.

The most commonly cited reason for hardship was
higher cost of living, with 51% of struggling borrowers
citing this as a key factor. A further 26% struggled
with other debt obligations and 10% fixed their interest
rates when rates were at their highest. Unemployment
and underemployment were also major reasons for
hardship, with 17% citing that redundancy of self
or partner contributed to their repayment difficulty.
A further 15% said they took up a new job with less
pay while 6% changed their job status from full-time
to part-time.
ABS’s job figures in May 2009 show that the rate
of full-time employment in Australia is decreasing
while part-time employment is on an upward trend.
This suggests growing underemployment and
under-utilisation of the labour force, leading to
reduced income and, more importantly for borrowers,
reduced mortgage servicing ability.

The most commonly
cited reason for hardship
was higher cost of living,
with 51% of struggling
borrowers citing
this as a key factor.

During the last 12 months did you do any of the following?
100%
90%
80%
70%
60%
50%
40%
30%
20%
10%
0%

Found it difficult to meet your mortgage
repayments during every month
31%

57%

48%

46%

42%

Found it difficult to meet your mortgage
repayments during some months
Easily met your mortgage repayments
every month

46%

2005

27%

29%

31%

2006

2007

2008

41%

Made an overpayment to your mortgage

2009

Source: Retail Finance Intelligence (RFI)
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CONTRASTING OUTLOOKS INTO THE FUTURE

Consumer confidence recorded the highest jump in June 2009 since
the Westpac-Melbourne Institute series began, on the positive news
that the Australian economy grew by 0.4% in the March quarter 2009
after contracting by 0.6% in December 2008.

Respondents had mixed views regarding their ability
to service their mortgage going forward, with some
confident in their ability to service their debt, while
despite decreased interest rates, 15% of borrowers
are still expecting hardship in the next 12 months.
Such confidence also differs by state and type of
lender chosen.

In 2008 the most common reason for expecting hardship
was interest rate rises with 44% citing this, followed by
higher cost of living with 28%. The first half of 2008 was
characterised by high interest rates and consequently
there were borrower concerns over further rate rises. The
RBA’s cash rate peaked at 7.25% in March 2008 before
retreating to 4.25% by December 2008.

In total, 68% of borrowers are expecting to easily
meet their mortgage repayments every month
in the next year. QLD/NT borrowers are the least
optimistic about their ongoing repayment ability, with
23% anticipating difficulty over the next 12 months.
Meanwhile SA borrowers are the most confident about
their repayment ability, with just 10% expecting some
level of hardship in the coming year.

In 2008 the most common
reason for expecting
hardship was interest
rate rises with 44%
citing this.

Although CUBS borrowers were most likely to have
easily met their repayments in the past year, they
In 2009, higher cost of living was the key reason for
are less optimistic about servicing their mortgage
anticipating hardship with 44% of responses, even
going forward, with 16% anticipating difficulty. CUBS
though year-to-year inflation has fallen substantially
borrowers tend to be older and financially conservative
from a peak of 5.0% in September 2008 to 2.5% in
individuals, so it is possible that they are more
March 2009.
concerned with the economic environment and its
follow-on impact on their
During the next 12 months which of the following will apply to you?
repayment ability.
On the other hand,
non-bank borrowers are most
confident about their mortgage
repayments, with just 11%
expecting problems over the
next 12 months. Non-bank
borrowers tend to be younger
and may be more self-assured
of their financial situation.

100%
90%
80%
70%
60%
50%
40%
30%
20%
10%
0%

20%

14%
16%

16%

16%

16%

69%

66%

47%

51%

68%

I will be easily able to meet my mortgage
repayments during some months
I will be easily able to meet my mortgage
repayments during every month

2006

2007

2008

Source: Retail Finance Intelligence (RFI)
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I will find it difficult to meet my mortgage
repayments during every month
I will find it difficult to meet my mortgage
repayments during some months

22%

32%

2005

14%
24%

2009
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Unemployment and underemployment will continue to
be key reasons for hardship in the next year, with 24%
expecting that redundancy or reduced working hours
will have the biggest effect on their ongoing mortgage
servicing ability.
Analysis of multiple years of survey data allow for a
comparison of borrower’s anticipation of stress into
the future with the experience of stress over the
past 12 months.
Such analysis shows the high interest rates in 2008
were causing 27% to expect hardship over the next
12 months, however the rapid decline in rates following

the onset of the global financial crisis meant that the
experience of stress was actually not as severe, with
only 23% having difficulty meeting their repayments.
In 2009 the effects of unemployment and in particular
underemployment are beginning to emerge, with
the experience of hardship actually outstripping the
expectation. This indicates today’s borrowers may not
be prepared for changes in their personal circumstances,
and despite the priority placed in paying off debts, may
see themselves falling behind.

Expectation vs Experienced
30%
Expectation of stress higher than experience

25%

Experience

20%

Expectation
15%
Experience of stress is worse than expectation

10%

2005

2006

2007

2008

2009

Year of survey
Source: Retail Finance Intelligence (RFI)
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PROFILE OF struggling borrowers
income compared to the national average. Aside
from a mortgage, struggling borrowers tend to
have more debt obligations than the national
average. For example, 71% of struggling borrowers
have credit card debt compared to the national
average of 52%. Struggling borrowers are also
more likely to have a personal loan, car loan,
investment loan, store finance and loan from
family or friends.

With the threat of unemployment looming, it is essential
to shed light on the 15% of borrowers who expect to
struggle in the next 12 months.
•

SA and QLD borrowers are more likely to expect
hardship with 22% and 21% stating so respectively.

•

A higher than average proportion of FHBs are
expecting hardship over the next year with 19%
stating this compared to just 9% of investors.

Proportion of borrowers who expect to struggle
over the next 12 months

Not only do struggling borrowers tend to have
more debt than average, they are less likely to
save a good portion of their income because
of multiple debt obligations. 37% of distressed
borrowers direct more than half their disposable
income to service their debts, compared to the
national average of 17% in 2009.

•

In addition, 29% of distressed borrowers do
not aim to save anything on a monthly basis
compared to the average of 18%.

19%

20%
18%
16%
14%
12%
10%
8%
6%
4%
2%
0%

15%
9%

FHB

Investor

Average

A higher than
average proportion of
FHBs are expecting
hardship over the
next year with 19%
stating this.

Source: Retail Finance Intelligence (RFI)

• Those anticipating difficulties tend to be middlehigh income earners that struggle to manage
multiple debts and who are faced with the threat
of unemployment.
•

•

Borrowers expecting repayment difficulties tend
to have more debts and tend to save less of their

Struggling borrowers tend to have more debt than the national average
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THE IMPACT OF UNEMPLOYMENT
Australia’s unemployment rate in 2009 rose sharply in response to the
global downturn and lower demand. Seasonally adjusted unemployment
rose to 5.8% in June 2009, the highest level since early 2004.
Genworth’s survey shows almost 1 in 5 Australians have been directly
touched by unemployment, with 19% either facing redundancy themselves
or seeing it affect colleagues.
In total, 15% of respondents faced either redundancy
or unemployment in the past 12 months while an
additional 6% were asked to reduce their hours of work.

over 8% by 2009-10. One in 5 respondents remain
concerned about losing their job in the next 12 months.

The wide-ranging impact of unemployment in the
community is evident in the 27% of respondents
who have seen a friend or family member either face
redundancy or unemployment in the last year.

One in 5 respondents
remain concerned about
losing their job in the next
12 months.

Speculation continues of tough times ahead, with
Treasury forecasts of unemployment to jump to

Thinking about unemployment, which of the following statements is true?
Choose all that apply
I have been asked to reduce my hours
of work in last 12 mths

6%

A colleague has faced redundancy/
unemployment in last 12 mths

13%

I have faced redundancy/unemployment
in the last 12 mths

15%
27%

A friend/ family member has faced redundancy/
unemployment in the last 12 mths
0%

5%

10%

15%

20%

25%

30%

Source: Retail Finance Intelligence (RFI)
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Mortgage holders concerns
By far the biggest concern for borrowers is their inability to repay their mortgage, with 57% stating this. Of concern
is the 13% of borrowers who would only be able to keep paying their mortgage for 1 month if they or their partner
were to lose their job. In the event of a redundancy, two thirds of borrowers would be able to keep paying their
mortgage for more than 4 months and 25% could keep paying their mortgage indefinitely.

Which one of the following worries you the most?
Not being able to:

If you or your partner lost your job, how long could
you keep paying your mortgage?
Indefinitely
25%

Buy petrol
2%

1 month
13%

Repay mortgage
57%

Buy food
7%

More than 1 year
17%

Pay household bills
14%

2 - 3 months
22%

4 - 6 months
24%

Find another job
19%

Source: Retail Finance Intelligence (RFI)

Source: Retail Finance Intelligence (RFI)

Renters concerns
The biggest concern for renters is their inability to pay
their rent with 36% stating this. 24% said they are
most worried about their inability to pay household bills
while 21% are worried about not being able to find
another job.

Which of the following worries you the most?
Not being able to:
Buy petrol
1%
Repay mortgage
6%

Pay rent
35%

Of some concern is that 27% of renters would only be
able to pay rent for 1 month if they or their partner were
to lose their job. This suggests that borrowers are more
prepared than renters to service their mortgage/rent in
the event of redundancy.

If you or your partner lost your job, how long could
you keep paying your rent?
Indefinitely
31%

1 month
27%

Buy food
13%

Find another job
21%
Source: Retail Finance Intelligence (RFI)
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Pay household bills
24%

2 - 3 months
18%

More than 1 year
11%
4 - 6 months
13%
Source: Retail Finance Intelligence (RFI)
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chapter 4

FIRST HOME BUYERS

Despite the Government’s recent incentives to attract FHBs into the market,
property ownership remains an elusive dream for many Australians. The
strong demand for property, especially in capital cities, combined with
economic realities of raising a deposit and servicing a mortgage, are
keeping many aspiring owners out of the market altogether. The large
majority of those who have never owned property would like to buy
property, but are simply not in the financial position to do so.
These renters are trapped in the rental market and
are most sensitive to increases in rent – as such
they have difficulties saving for a deposit.

•

30% of the Australian population have never owned
property, and a further 12% used to own property
but do not currently own any.

•

Generation Y are significantly under-represented in
the property market, with 61% having never owned
property of any kind. 41% of Gen Y would ideally
like to buy their first property in the next year but
are not in the financial position to do so.

•

Those currently outside of the property market
expect to need more of a deposit in 2009 than
in previous years. 58% of respondents in 2009
expected to need a deposit of more than 15%
compared to 46% of respondents in 2008.

•

40% of the Australian population are currently
renting their principal residence and the majority
of them (66%) are Gen X and Gen Y.

•

•

46% of renters saw their rental payments increase
in the past 6 months, but the majority of them are
happy to continue renting. Only 8% of these renters
said that the latest increase in rent has driven them
to start looking for a property to buy.

Tougher credit conditions have led to many lenders
tightening their lending criteria and pulling high LVR
products from the market. Currently no lender in
Australia offers 100% loans and only certain lenders
offer 95% loans to their existing customers.

•

Only 8% of respondents in 2009 believed that
those with a deposit of less than 5% can qualify
for a loan.

•

For many renters, they have no option but to
continue renting despite increases in their rent.

The Genworth Financial Mortgage Trends Report
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The First Home Owner Boost
The First Home Owner Grant (FHOG) was first
introduced and put into effect in July 2000. FHBs
responded to the introduction of the FHOG by capturing
around 25% of all dwellings financed in the first few
months of its introduction in July 2000.
The rationale behind the Government’s introduction of
the FHOG was to offset the impact of GST on property
purchase and to help first-time buyers bridge the deposit
gap. Data from the ABS shows the resulting dip in the
average FHB loan size from $203,600 in June 2000 to
$170,500 by October 2000, which represents a 16% fall.
The First Home Owner Boost (FHOB), introduced by the
Rudd Government to encourage growth in the property
and building sector, was put into effect in October 2008.
In the 2009-10 Budget the Government outlined its plan
to extend the FHOB until the end of 2009.
Average loan size change since the FHOB
was introduced in October 2008

FHB

Non-FHB

% Increase

6.4%

2.8%

$ Increase

$16,800

$7,100

Source: ABS. Data as at May 2009

Average FHB and non-FHB loan sizes and
FHB share of market
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25%
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200
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100
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Average FHB loan (LHS)
Average non-FHB loan
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Source: ABS. Data as at May 2009
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The average FHB loan has increased by 6.4% since the
introduction of the FHOB in October 2008, compared to
1.4% for the average non-FHB loan as at May 2009.
The average FHB loan in October 2008 was $264,500
but this had jumped to $281,300 by May 2009
translating to an increase of $16,800. The increase in the
FHB loan size indicates that FHBs are now taking out
and servicing bigger mortgages, but also suggests that
there may be pressure in prices at the lower end of the
property market.
Meanwhile, the average non-FHB loan increased by only
$7,100 during the same period.
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The impact of the boost on first home buyers
Since the introduction of the Government’s FHOB, there has been a
significant influx of FHBs capitalising on falling interest rates and
improved housing affordability. The proportion of new FHBs in the market
increased from 19.4% in October 2008 to a new high of 29.5% in May 2009
– the highest level since the ABS record began in 1991.
Recent FHB
FHOB encouraged purchase
despite no prior plans
21%

Type of dwelling purchased
100%
69%

FHOB brought
forward purchase
24%

FHOB
made no
difference
55%

50%

0%
Source: Retail Finance Intelligence (RFI)

•

•
•

•

31%

Established

New

Recent FHB

FHOB encouraged purchase

FHOG encouraged them to buy property earlier than
6% of respondents
had
purchased their first property
despite no prior
plans
Type of dwelling purchased
21%
in the 12 months prior to the 2009 survey, up Imminent
from
FHBthey had planned, while 21% were encouraged to
100%
actively consider property despite no prior intention
less than 5% in 2008.
FHOB encouraged purchase
despite no prior plans
to buy.
69%
48% of these Recent
22% FHBs are Gen Y, while 38%
Type of dwelling planned
• The additional
Boost for brand new properties
are Gen X.
FHOB
50%
100%
made no
31%
drove 37% of Recent FHBs to purchase
new
75%
brought
14% FHOB
of Gen
Y bought their first home in the difference
12
dwellings over established dwellings. However, for
55%
forward purchase
months prior
24% to the survey while 11% are planning
those intending to purchase their first home in the
FHOB
50%
to buy their first property in the next 12 months.
0%
next 12 months
only
28% plan to purchase
a brand
made no
Established
New
25%
difference
new
dwelling.
The FHOB has been a key driver for 45% of FHBs.
46%
Source: Retail Finance Intelligence (RFI)

For 24% of FHBs who bought their first property in
FHOB will bring
the 12forward
months
prior to the survey, changes to the
purchase

0%

32%

Established

New

Imminent FHB
FHOB encouraged
purchase
Source:
Retail Finance
Intelligence (RFI)
despite no prior plans
22%

Type of dwelling planned
100%
75%

FHOB
made no
difference
46%
FHOB will bring
forward purchase
32%

50%
25%

0%

Established

New

Source: Retail Finance Intelligence (RFI)
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•

22% of Recent FHBs bought an apartment, but
apartments are more preferred for imminent FHBs
with 29% of those looking to buy their first home in
the next year planning to buy an apartment.

•

The extension of the FHOB through 2009 is
expected to drive more FHBs into the market. Of
these soon-to-be FHBs, 32% are bringing their
property purchase forward to benefit from the
FHOB, while 22% are actively considering buying
property, even though they had no intention prior to
the Boost.

•

In 2009, just 12% of non-property owners said
they plan to and are in a financial position to
purchase a property in the next 12 months. This
proportion of FHBs looking to buy in the 12 months
after the survey has actually declined over the
years. In 2006 17% of non-property owners said
they were planning to buy a property in the 12
months after the survey and this proportion
declined to 15% in 2008.

The Genworth Financial Mortgage Trends Report

•

Since almost one third of FHBs are bringing
their property purchase forward to take advantage
of the FHOB, it is likely that the end of the FHOB
in 2010 will create a small slump in activity at
the lower end of the property market. This is
because most FHBs who are now in a financial
position to buy would be coinciding their
purchase with the FHOB.

Of these soon-to-be
FHBs, 32% are bringing
their property purchase
forward to benefit from
the FHOB.
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chapter 5

CHOOSING A
MORTGAGE LOAN
Major banks continue to dominate the mortgage market at a time when
stability is increasingly important for consumers.
•

62% of borrowers sourced their most recent
mortgage from a major bank, while 19% sourced
it from a regional or overseas bank (other banks).
11% of borrowers went to a non-bank, and 8%
went to CUBS.

•

There is an increasing trend towards major banks,
with 69% of respondents who took out their most
recent loan in 2009 having sourced it from a major
bank, up from 61% in 2005.

•

When asked to nominate a preferred lender of
choice, 75% of respondents cited a major bank,
35% nominated other banks and 17% preferred
CUBS. Non-banks overall received 16% of
preference.

62% of borrowers sourced
their most recent mortgage
from a major bank.

Variable interest rates dominatE
85% of new loans written in 2009 were variable rate
loans, up from 66% in the previous year. The first few
months of 2009 saw aggressive interest rate cuts from

the Reserve Bank of Australia, and the falling interest
rate environment has encouraged many borrowers to
opt for variable rates on their mortgage.

What type of interest rate did you choose originally?
100%
90%
80%
70%
60%
50%
40%
30%
20%
10%
0%

Part-fixed, part-variable
52%
66%

61%

63%

66%

85%

Variable rate
Fixed rate

18%

4

-200

2000

27%

2005

39%

2006

28%

2007

23%

2008

13%

2009

Source: Retail Finance Intelligence (RFI)
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FHBs driving higher LVR loans
•

•

•

•

58% of borrowers who took out a mortgage in 2009
did not have a 20% deposit, compared to 47% of
those who took out a mortgage in previous years.
This is largely driven by the increased proportion
of borrowers with less than 10% deposit in 2009.
Overall, 35% of borrowers in 2009 took out a loan
with 90%-100% loan to value ratio (LVR), compared
to 21% in 2008.
The removal of 100% loans from the market in early
2009 indicates that 90%-95% LVR loans have grown
substantially.
It is likely that the influx of FHBs has driven this
surge in the proportion of 90%+ LVR loans in 2009.
The Government’s FHOB and other incentives have
created an influx of FHBs into the market who are
attracted by improved housing affordability and low
interest rates.
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What proportion of the value of the
property did you borrow?
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73% of those on fixed rate mortgages
cited exit/break fees as the biggest
barrier to refinancing.

Refinancing activity may have peaked
Interest rate rises between 2003 and 2008 prompted many borrowers to
refinance their loans to benefit from lower rates from another lender, or to
decrease their monthly mortgage repayments. By June 2009, interest rates
had fallen 400 bps to 3.0% and reduced mortgage stress for borrowers
may mean reduced appetite for refinancing over 2009.
Decreased refinancing activity may also be driven by
lender policy tightening which has significantly reduced
the availability of debt consolidation loans as well as
lowered the possible loan to value ratio available. Flat
house price growth across the country has also limited
the ability of Australians to tap into their existing equity.
•

44% of borrowers have refinanced in the past
however only 24% plan to refinance in the next
12 months.

•

51% refinanced to benefit from lower interest
rates from another lender, and 45% refinanced to
decrease their monthly mortgage repayment.

•

37% of borrowers have never refinanced and have
no plans to refinance in the next 12 months.

•

While exit and break fees are the most common
barriers to refinancing overall, the proportion citing
this as their key reason differ between interest rate
types. 73% of those on fixed rate mortgages cited
exit/break fees as the biggest barrier to refinancing,
compared to 58% of variable rate borrowers. While
fixed rate borrowers often face large break costs,
variable rate borrowers may also be subject to
deferred establishment fees.

•

Other fees such as stamp duty and the overall
time and effort it takes to refinance were also cited
as common barriers to refinancing, with 11% of
responses each.

The Genworth Financial Mortgage Trends Report
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chapter 6

LENDER SATISFACTION

Borrowers are increasingly driven by factors such as stability and
professional reputation when choosing a mortgage provider, especially
in light of economic uncertainty arising from the global financial crisis.
Interest rates remain the key factor when choosing a lender, however
by not offering such an option in the Genworth survey, it is possible to
determine some of the other key drivers of choice and satisfaction.
Although fees remain a key driver of choice, a lender’s reputation
has become much more important with a score of 5.7 out of 7, up from
5.3 in 2008. Meanwhile introductory teaser rates have been less of a
deciding factor for borrowers.
The Genworth Financial Mortgage Trends Report
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as product features and branch accessibility, however
these are not considered as important in driving
borrower choice.

By measuring the level of importance of key drivers, and
corresponding that with the levels of satisfaction, it is
possible to highlight where lenders should focus to drive
loyalty and increase satisfaction.

There has been a significant shift in these choice drivers
in 2009, with aspects such as recommendation and
teaser rates considered much less important than the
stability and reputation of their lender.

The chart below shows that while borrowers place the
highest level of importance on exit fees when choosing
a lender, they are also the most dissatisfied. In contrast,
satisfaction overall remains quite high on aspects such

Difference between scores for importance and satisfaction
No exit/ early repayment fees
Stability of lender
Ability to overpay
The associated fees
Reputation of the lender
The customer service
Redraw facility
Offset account
The introductory rate
Good branch accessibility
Existing relationship with lender
Broker recommendation
Friend/family recommendation

Most important
choice drivers

-1.0
-0.1
0.0
-.09
0.0
-0.1
0.3
0.4
0.7
0.7
0.9
0.6
0.4

-1.5 -1.0 -0.8 -0.6 -0.4 -0.2

0.0

0.2

0.4

0.6

0.8

1.0

Source: Retail Finance Intelligence (RFI)

borrowers place a high level of importance on the ability
to overpay, while major bank borrowers are driven by the
stability of their lender.

While exit fees are considered the most important
aspect when choosing a lender, these aspects vary
by type of lender chosen. Outside exit fees, CUBS

What aspects are important in your choice of lender?
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MAJOR BANKS
Major banks dominate the mortgage market in terms of market share
and customer satisfaction. Stability and good branch accessibility are
important choice drivers for major bank borrowers.
•

60% of borrowers considered a major bank as
their preferred lender of choice.

•

Although 75% of borrowers considered taking out
their most recent loan from at least one major bank,
62% actually did.

•

62% of major bank borrowers chose variable rates
when they took out their most recent mortgage,
while 26% fixed their rates and 9% chose the
part-fixed part-variable option. This was largely
consistent with the average.

•

Financial institution branches are considered to
be the most valuable source of mortgage-related
information for major bank customers, slightly more
so than financial institution websites.

•

Major bank borrowers generally feel that financial
advisors are more valuable than mortgage brokers,
with average scores of 4.3 and 4.0 out of 7
respectively for value of information.

•

•

Western Australia has the largest share of major
bank customers than any other state, with 73% of
survey respondents sourcing their most recent loan
from a major bank in that state compared to the
national average of 62%. This is largely driven by
BankWest’s dominance of the WA mortgage market,
accounting for 23% of loans in WA alone.

•

Major banks also have a stronghold in
NSW/ACT, accounting for a combined 65% share
of respondents’ most recent mortgage loan.

60% of borrowers
considered a major bank
as their preferred lender
of choice.

41% of respondents’ most recent loans sourced
from a major bank were broker-written, compared
to the average of 43%.

Market share by state
100%
90%
80%
70%
60%
50%
40%
30%
20%
10%
0%

Non-bank
CUBS
Regional/overseas bank
Major bank

WA

/ACT

NSW

SA

Year of mortgage origination
Source: Retail Finance Intelligence (RFI)
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•

One in two major bank borrowers have never
refinanced in the past, however 24% of major bank
borrowers plan to refinance in the next 12 months.
7% would like to refinance but feel that it would be
too difficult.

•

Major bank borrowers are most satisfied with the
stability of their lender as well as the ability to
overpay their mortgage, with both aspects scoring a
satisfaction rate of 86%.

•

Major bank borrowers are also most likely to be
satisfied with the good branch accessibility of their
lender, with a satisfaction rating of 78% compared
to the average of 70%.

•

Meanwhile, the least satisfactory aspects are feerelated with only 63% of major bank borrowers
satisfied with the fees associated with their
mortgage product.

•

Overall 85% of major bank borrowers are satisfied
with their major bank lender – the highest
satisfaction rate across all borrowers including those
from Credit Unions and Building Societies.

The Genworth Financial Mortgage Trends Report
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58% of respondents’ most recent loans
sourced from a regional/overseas
bank were broker-written.
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REGIONAL/OVERSEAS BANKS
Regional/overseas banks the most ‘brokerfriendly’ with over half sourcing their most
recent loan through a mortgage broker.
•

19% of borrowers nominated a regional/overseas bank as their
preferred lender of choice.

•

Although 35% of borrowers considered taking out their most recent
loan from a bank other than a major bank, only 19% actually did.

•

61% of regional/overseas bank borrowers chose variable rates when
they took out their most recent mortgage, while 26% fixed their rates
and 12% chose the part-fixed part-variable option. This was largely
consistent with the average.

•

Regional/overseas bank borrowers find that financial institution
websites and branches are the most valuable sources of
mortgage-related information.

•

58% of respondents’ most recent loans sourced from a regional/
overseas bank were broker-written, well above the average of 43%
and the highest across all lender segments. This is largely driven
by their lack of branch network to attract new borrowers.

•

QLD/NT has the largest share of regional/overseas bank borrowers
than any other state, with 27% of survey respondents sourcing
their most recent loan from a regional/overseas bank in that state
compared to the national average of 19%.

•

However, regional/overseas banks are under-represented in SA,
with only 10% of borrowers in that state having sourced their
most recent loan from a regional/overseas bank.

•

23% of regional/overseas bank borrowers plan to refinance their
mortgage in the next 12 months, while 9% would like to do so
but believe it would be too difficult.

•

Regional/overseas bank borrowers are most satisfied with their ability
to overpay on their mortgage and their redraw facility, with both
aspects scoring a satisfaction rate of above 83%. The least satisfactory
aspects among regional/ overseas bank borrowers are fee-related.

•

80% of regional/overseas bank borrowers are satisfied overall, slightly
below average.
Proportion of mortgages written through a broker
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CUBS
Generally CUBS customers are older individuals that have considered
their Credit Union or Building Society to be their main financial
institution for a long time. CUBS customers are also generally happy
with their institution and the level of service they receive.
•

10% of borrowers nominated a Credit Union or
Building Society as their preferred lender of choice.

•

Although 17% of borrowers considered taking out
their most recent loan with at least one Credit Union
or Building Society, only 8% actually did.

•

CUBS customers are least likely to choose a
part-fixed part-variable loan, with just 4% having
chosen this option for their most recent loan
compared to the market average 9%.

•

Financial institution branches are considered to
be the most valuable source of mortgage-related
information for CUBS customers, more so than
financial institution websites. CUBS customers
highly value face-to-face contact, unlike non-bank
customers who value financial institution branches
the least compared to market averages.

•

CUBS customers rely more on positive word-ofmouth and recommendations from friends and
family than professional advice.

•

Only 14% of respondents’ most recent loans from
CUBS were broker-written, compared to the average
of 43%, demonstrating their focus on building direct
customer relationships through the branch channel.

•

Tasmania and SA have the largest share of CUBS
customers than any other Australian state. 25% of
borrowers from Tasmania sourced their most recent
loan from a Credit Union or Building Society while
this figure was 19% for SA. The national average
is 8%.

•

The average age of a CUBS borrower is 44.9 years,
which is higher than customers of banks and
non-banks. 57% of surveyed CUBS borrowers are
over 45 years old compared to 42% for bank and
48% for non-bank customers.

Age profile of CUBS borrowers
55 - 64 years
22%

18 - 24 years
6%

25 - 34 years
14%

45 - 54 years
35%

Source: Retail Finance Intelligence (RFI)

•

CUBS borrowers are generally stickier than
borrowers from other institutions with 41%
having no plans to refinance their mortgage
in the next 12 months.

•

CUBS borrowers are more satisfied with the
customer service they receive from their lender than
any other borrower, with a satisfaction rate of 79%.

•

CUBS borrowers were most likely to have easily
met their repayments in the past year, with 10%
experiencing some hardship compared to 21% of
regional/overseas bank borrowers and 18% of
non-bank borrowers. However they are less
optimistic about servicing their mortgage going
forward with 16% anticipating difficulty in the
next 12 months.

Only 14% of respondents’ most recent loans from CUBS
were broker-written, compared to the average of 43%.
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NON-BANKS
Non-bank borrowers tend to favour
online resources when looking for
a mortgage and are most open
to using brokers and financial
advisors. However, when it comes
to satisfaction, non-bank borrowers
are least happy with their lender.
•

Only 5% of borrowers nominated a non-bank
as their preferred lender of choice.

•

Although 16% of borrowers considered taking out
their most recent loan from at least one non-bank,
only 11% actually did.

•

Non-bank borrowers were the least likely to favour
a fixed rate loan, with 11% having chosen this option
for their most recent loan compared to the market
average 25%.

•

Financial institution websites are by far the most
preferred source of mortgage-related information
for non-bank borrowers. With limited branches
this demonstrates a non-bank customer’s level of
comfort with dealing online.

•

Non-bank borrowers are generally more open to
using brokers, financial advisors and accountants
than borrowers of other institutions.

•

53% of respondents’ most recent loan from a
non-bank were broker-written, which is well above
the average of 43%.

•

Victoria has the largest share of non-bank customers
than any other Australian state. 13% of Victorian
borrowers sourced their most recent loan from a
non-bank compared to the national average of 11%.

•

Non-banks are under-represented in SA and
Tasmania, with only 7% and 6% of borrowers in
those respective states having sourced their most
recent loan from a non-bank.

•

Non-banks have the highest proportion of borrowers
who have refinanced in the past, as well as the
highest proportion of borrowers planning to refinance
in the next 12 months.

Refinancing activity
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55%

50%
43%

30%

24%

Never refinanced
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40%
23%
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overseas bank
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Source: Retail Finance Intelligence (RFI)
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Keeping borrowers in their homes
With borrowers facing uncertain economic
circumstances, the focus on loss mitigation across the
industry has intensified. It is in everyone’s interest, the
borrower’s, lenders and the insurer to keep Australians in
their homes wherever possible.
As lenders focus on loss mitigation, borrowers also have
a role to play in being proactive in identifying any issues
meeting their repayment. This years survey sought to
identify borrower perception regarding contacting their
lender in the event of unemployment. This defined event,
which also includes redundancy and reduced income,
has been identified as the leading cause of hardship in
Genworth’s Hardship Solutions Team.

Regional/overseas bank borrowers are less likely than
average to proactively approach their lender if they
were to lose their job
3%

4%

3%

2%
0%
-2%

-1%

-4%
-6%
-8%
-9%

-10%

Major bank Other banks

In total, 72% of mortgage-holding respondents would
proactively contact their lender if they lost their job.
CUBS and major bank borrowers are far more likely to
proactively contact their lender if they lost their job, with
75% and 74% stating this respectively.

Source: Retail Finance Intelligence (RFI)

12%
12%

It is of concern that 22% of borrowers stated that they
would only approach their lender as a measure of last
resort if they lost their job. Regional/overseas bank
borrowers are least likely to proactively contact their
lender and most likely to only approach their lender as a
measure of last resort, with 34% stating this. Non-bank
borrowers are also less keen to approach their lender,
and 24% would only do so as a measure of last resort.
In general, borrowers are more likely to seek their lender
rather than their broker if they lost their job. Among
those that used a broker for the most recent loan, 47%
said they would proactively contact their broker while
68% would proactively seek out their lender if they lost
their job.
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4%
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2%
0%
-1%

-2%
-4%

-4%
Major bank
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Source: Retail Finance Intelligence (RFI)

Please imagine that you have a mortgage and that you have lost your job.
To what extent do you agree or disagree with the following statements:

I would proactively my broker

19%

23%

I would approach my lender
as a measure of last resort

35%

23%

12%

46%

25%

21%

16%

24%

69% agree

23%

11%

39% agree

10%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
Source: Retail Finance Intelligence (RFI)
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Non-bank

Conversely regional/overseas bank borrowers are more
likely to agree that they would approach their lender
as a measure of last resort

At the other end of the spectrum, regional/overseas
bank borrowers are least likely to proactively contact
their lender, with just 62% willing to do so if they lost
their job.

I would proactively my lender 6% 5%

CUBS

21% agree

CUBS

Non-bank
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SAVINGS for a rainy day
29% of respondents expecting to struggle with
repayments in the next year will only be able to pay
their mortgage for 1 month if they were to lose their job.
These borrowers are likely to have little savings and rely
heavily on regular employment for income with which to
make repayments.
CUBS borrowers tend to have a higher savings buffer
than other borrowers, with 73% able to continue to
repay their mortgage for more than 4 months if they
were to lose their job compared to the average of 66%.
Regional/overseas bank borrowers are least able to
continue making repayments, with 16% able to pay their
mortgage for only one month.

29% of respondents
expecting to struggle
with repayments
in the next year will
only be able to pay
their mortgage for
1 month if they were
to lose their job.

TAS and QLD have the highest proportion of borrowers
who can only pay their mortgage for one month if they
were to lose their job, with 19% and 17% of borrowers
respectively.
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chapter 7

MORTGAGE BRO KERS
BROKER USAGE
Brokers continue to be an important part of the mortgage landscape, with
a growing number of Australians preferring to use a broker for general
advice and recommendations. More than half of Australian borrowers
have used a broker in the past, and the large majority of them are happy
and satisfied with their broker’s service.
Proportion who visited a broker for their
last mortgage loan
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10%
0%
2005

2006

2007

2008

2009

Year of survey
Source: Retail Finance Intelligence (RFI)

•

51% of borrowers have used a broker before and
39% would use one again in the future.

•

16% of borrowers have never used a broker but
would consider using one for a future loan. However
33% of borrowers are completely closed to the idea
of using a mortgage broker.

•

SA is the most broker-friendly state, with 61% of SA
borrowers having used a broker before compared to
the national average of 51%.

•

TAS and VIC borrowers were least likely to have
used a mortgage broker before, with 44% and 41%
stating this respectively. TAS and VIC borrowers were
also more likely to be closed to the using a broker in
the future, with 44% and 38% respectively stating
that they have not used a broker in the past and
would not consider using one.
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In the 2009 Genworth survey,
41% of borrowers said they used
a mortgage broker for their most
recent loan. This proportion of
broker-written loans has grown
significantly over the past five
years, from 30% in 2005.

Potential market for mortgage brokers
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but would do so in the future
Source: Retail Finance Intelligence (RFI)
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reasons for using a broker were to obtain specialist
advice and guidance on mortgage products across
the market.

•

Younger borrowers are more open to using brokers,
with 58% of Gen Y borrowers having used a broker
in the past compared to 54% of Gen X and 46% of
Baby Boomers.

•

Gen Y borrowers are also more likely to approach
a broker for a future loan, with 59% stating this
compared to 57% of Gen X and 50% of Baby
Boomers.

•

As with the previous year, the most common reason
for using a broker was to get a better deal, with 71%
of non-property owners stating this. Other common

•

Significantly, the proportion of non-property owners
who would not consider using a broker fell from 26%
in 2008 to just 3% in 2009. This indicates that the
large majority of non-property owners are willing to
consider using a broker, driven largely by their belief
that brokers can get them a better deal and that their
advice would be valuable.

For which of the following reasons would you consider using
a mortgage broker?

Younger
borrowers are
more open to
using brokers,
with 58% of Gen Y
borrowers having
used a broker in
the past.
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BROKER RECOMMENDATIONS AND CHOICE
Brokers act as an important intermediary because they are seen to be
well-informed specialists in the mortgage market. Based on Genworth’s
2009 survey, brokers recommend an average of 1.7 lenders and major
banks account for the largest share of these recommendations.
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•

Major banks accounted for 61% of the brokers’
share of recommendations, followed by 17% for
regional banks and 10% for foreign banks.

•

Meanwhile non-banks accounted for 8% of the
share of broker recommendations while CUBS
made up just 4% of recommendations.

•

In total, 199 respondents had a major bank
recommended to them and 184 eventually chose
a mortgage from a major bank, resulting in a
conversion rate of 92% – the highest across all
lender segments.

•

70 respondents had a regional bank recommended
to them but 47 eventually chose a mortgage from a
regional bank, resulting in a conversion rate of 67%.

•

43 respondents had a foreign bank recommended
to them and 39 eventually chose a mortgage from a
foreign bank, resulting in a conversion rate of 91%.

•

34 respondents had a non-bank recommended to
them and 31 eventually chose a mortgage from a
non-bank, resulting in a conversion rate of 91%.

Share of broker recommendations
CUBS
4%

Non-bank
8%

Foreign bank
10%

Regional bank
17%
Major bank
61%

Source: Retail Finance Intelligence (RFI)

•

18 respondents had CUBS recommended to them
and just 9 eventually chose a mortgage from CUBS,
resulting in a conversion rate of 50%. This low
conversion rate is driven by low use of brokers by
CUBS, and focus on customer services provided
with their branch network.

Major banks accounted for 61% of the brokers’ share of
recommendations, followed by 17% for regional banks and
10% for foreign banks.
Conversion rate - Proportion of borrowers who had a lender recommend
them and eventually went with the recommended lender
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BROKER
SATISFACTION AND
ADVOCACY
In 2009 87% of borrowers said they
were generally satisfied with the
service they got from their broker,
with 57% stating they were very
satisfied. This broker satisfaction
rate has fallen from 85% in 2007
and a peak of 94% in 2008. Almost
two thirds of respondents would
consider recommending the broker
they last used to a friend or family
member, with 34% ‘very likely’
to do so.

The Genworth Financial Mortgage Trends Report

43
43

Definition of
segments

Definition of
Generations

Major bank – CBA, ANZ, NAB,
Westpac, St George, BankWest,
BankSA, Homeside

Baby Boomer – aged 45+ (born
before 1965)

Other banks – Bendigo and
Adelaide, Suncorp, BOQ, HSBC,
Citibank, AMP, Macquarie Bank,
Members Equity Bank, ING Direct

Gen X – 30-44 years (born between
1965 and 1979)
Gen Y – 18-29 years (born between
1980 and 1992)

CUBS – Credit Unions and Building
Societies
Non-bank – GE, Wizard, Aussie,
Liberty, Pepper, Bluestone etc.
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