
 

 

 

 

With the Royal Commission now over, 

What changes have the banks put in place? 
 

Since the Royal Commission has finished last month, I have seen a marked impact on what 

banks will use to assess your new home loan, even if you now request a small increase. 

I can see that the Banks have taken on board the Royal Commission’s comments and so there is 

an increased emphasis on how you will repay the home loan without stress. 
 

The Banks and the Brokers have always had a legal requirement to offer you a “Not Unsuitable” 

home loan, but the Royal Commission is wanting to take this requirement much further into 

what is best advice for the customers interest. I have always done this for every customer, and 

it is nice to see the Banks catching up to our standards. 

 
  

This has led to greater emphasis on several areas that didn’t have much effect on your loans in the past, but are now 

at the front of the bank’s assessments. 

The areas we are seeing a real concentration on are: 

Living Expenses. The Banks are really looking at the actual expenses you have 

each month. It used to be a standardized system, but there is a larger requirement 

that actual expenses are now used in that calculation. Living expenses is the 

first of the deductions from your income, and after that is allowed for, the ability 

to repay any other loans is assessed. If your expenses are higher than normal, 

your ability to borrow to repay a loan is reduced. The Banks are using different 

methods to assess this. Normally we talk to you and take down your outgoes, 

although I have one bank that takes 4 months of your credit cards and savings 

accounts and manually verify these figures based on your calculations. So, all 

those extra Pay TV and school fees are considered. 
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So, what should you do? I think that this comes down to budgeting your daily expenses. Normally there is space 

to save some discretionary outgoes, simply do this as the Banks are now looking at this area. Of course it is also 

beneficial to you, as it allows you to help repay the new loan without financial struggle. 
 

Previous History. This used to be a minor area, simply a look at your credit history checking for black marks, 

defaults on loan repayments and any Court actions for non repayments of debts. About 2 years ago the government 

passed into legislation a new system called, Comprehensive Credit Reporting. The major US Credit Reporting 

agencies saw an opportunity at this time and so the Big 3 US Companies, Equifax, Experian and Trans Union, 

bought out the smaller Australian cousins, Veda Advantage and Dun and Bradstreet and installed their FICO 

reporting system which, now gives the Banks a much broader look at how you have handled prior debt repayments. 

This is the systems you now see when they advertise their free credit reports. You usually receive from these 

reports a number either out of 1,000 or 1,200 and a colour. There is also some data about loans you have now, up 

to 24 months reported on how you are repaying these loans. It is only starting to come in now, I have only seen 

about 6 months data at present and not all Banks are there yet, but it will catch up over time. Plus, you also receive 

a list of your enquiries over the last 5 years, defaults, Judgements and Bankruptcies either over 5 or 7 years 

depending on the listing. This part is unchanged from the old system. 
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So, what does this mean? This is now an important area, the 

Banks are using this data a lot in their new assessments, mainly 

looking at the results of loan repayments on your existing 

credit/store cards. Early repayments of Personal Loans and 

cards, especially clearing cards each month increases your 

credit score number. This number is simply a computer 

assessment for your ability to successfully repay a new loan. 

The higher this is the better. The Banks are also using their own 

data on how you handled any existing loans in the past. Really, 

it is about making the payments on any loans on time. If these 

payments are missed, there are lenders that will assist but you 

are going to pay higher rates. It is far better to get a good interest 

rate, therefore leaving you extra funds for other things. If you 

like to see what this score is, try one of these sites eg 

www.mycreditfile.com.au. 

Exit Strategies. Up until last year I was able to write loans over 30 year terms without problems from the 

Banks. This is now an area where the Banks are looking for a second plan, apart from showing ability to repay 

the loan now. Each Bank has a different idea about this but if you are say, mid 40's or older, the bank will ask 

about how you plan to repay this loan if something happens to disrupt you income. I have recently started to 

write loans over 20 year terms to meet the new policies. The Bank may agree to a 20 year term alone or ask 

for an exit strategy also with this term. For instance, a person aged 58 might be able to get a 20 year term if 

they supply a suitable exit Strategy. These strategies can be the ability to access superannuation, sale of an 

investment property, extra payments at the beginning of the loan, etc. Some strategies can't be used eg 

Inheritance from a relative, sale of the Owner Occupied house you just bought unless it is a downsizing sale. 

Basically, the Banks are looking for a strategy so that you won't struggle if you can't pay the loan in the future. 
 

Broker Interview Guides. This is a form I need to complete about your plans for the new loan. Basically, this 

is to test that the new loan suits your strategy for how you are using the money. If for instance, you were 

exposed to interest rate raises and you would struggle to repay the loan if interest rates rise, a fixed loan would 

be suitable. It is really an assessment about what you are planning to do with the money and our best plans to 

make the loan suitable for you. This is something that we normally do as part of our discussions, just the Bank 

is now interested to see if we have placed you in a suitable loan. 
 

As you can see the ongoing theme about these changes is that you have a suitable home loan and that to the 

best of the information available now, you won't struggle to repay that loan. I think ultimately, they are sensible 

changes and a move in the right direction. 
 

The main thing you really need to take from these changes, is that you shouldn't take on loans that you will 

struggle to repay, and you can do several things to help get a new loan approved, mainly repay any loans you 

have now on time and watch your daily living expenses. I do have banks that will overlook these missed 

payments, but non repayment of a home loan is an unforgivable sin to these Banks. Do these things and the 

new changes shouldn't be a drama for you. 
 

The latest Statistics are in and they are saying that the loans approved in the last quarter has dropped by $10 

billion compared to the same period last year. That has to be partly caused by this new assessment system. So, 

keep up the good work of repaying your loans on time and I believe you will be fine if you need to apply again.  
 

 



 

 

Thanks purelovequotes.com 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

 

Valentine’s Day  
is cute and all, but that one person  
making you feel special everyday  

is priceless. 

Who Can Relate To This?  

A woman was taking a nap on Valentine’s Day 
afternoon. After she awoke, she told her husband, 
“I just dreamed that you gave me a gorgeous and 
expensive diamond necklace for Valentine’s Day! 
What do you think it means?” 

“You’ll know tonight,” he said. 

That evening, her husband came home with a small 
package for her. Thrilled, she opened it and found 
a book titled “The Meaning of Dreams.” 

 

 

 

 

 

Thanks boyslife.org 

Chocolate Ice-cream Hearts 

 
 

Transfer ice-cream to a work surface. Line a baking tray with non-stick baking paper Use 6.5 cm long, 

7.5 cm wide heart shaped cutter to cut hearts from the ice cream. Place on prepared trays. Use a small 

sharp knife to make a slit at the base of each heart. Insert paddle-pop sticks into the slits. Return to the 

freezer for 3-4 hours or until firm. 
 

Stir chocolate and copha in a heatproof bowl over a saucepan of simmering water until smooth. Set 

aside to cool slightly. Line another tray with baking paper. Holding a heart by the stick, spoon over 

the chocolate to coat completely. Place on a prepared tray. Repeat with remaining hearts. Return to 

the freezer for 1-2 hours or until set. 

Makes 8     
Thanks www.taste.com.au 

Ingredients 

2 L good quality Vanilla ice-cream 

2/3 cup frozen raspberries 

2 tablespoons pure icing sugar 

300 g good quality dark chocolate 

30 g copha 

 

Method 

Place ice-cream in a large bowl. Set aside to 

soften. Use a fork to mash raspberries and icing 

sugar until soft. Fold mixture into ice-cream to 

create a swirled effect. Spoon into a 20 x 30 cm 

slab pan lined with non-stick baking paper. 

Smooth surface. Place in freezer for 5 hours or 

overnight until firm. 

 

 



 

 
 

Thank you so much for the great surprises we received last month. They were very appreciated. 
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Thank you Mac and Rhonda for the 

chocolates, 

Peter and Rebecca for the Christmas basket 

and Maggie for the lovely bag of goodies. 

Dave and the team of Loan Select Cairns 


