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City dwellers living on the cusp of mortgage stress
	· Capital city dwellers on the mortgage stress borderline
· First home buyers more likely to experience mortgage stress but buying with family or friend are worst off
· Adelaide city dwellers have highest levels of mortgage stress than other city mortgage holders



July 20, 2015, SYDNEY – Property owners in capital cities are on the tipping point of mortgage stress with, on average, 29 percent of household incomes being used to cover repayments, according to a new survey by one of Australia’s largest comparison websites finder.com.au[footnoteRef:1].  [1:  Experian Hitwise since 2013] 


This falls just within the industry’s recommended maximum proportion of income to repayments of below 30 percent. 

The survey of more than 1,100 Australians[footnoteRef:2] also found that first home buyers are more likely to experience mortgage stress than seasoned property buyers, with, on average, 30 percent of their incomes going towards mortgage repayments. In comparison, those city dwellers who have bought a property that is not their first home within the last three years, spend on average 25 percent of their income on mortgage repayments.  [2:  Survey commissioned by finder.com.au, conducted by global research provider pureprofile] 


Michelle Hutchison, Money Expert at finder.com.au, said who you buy with may also have an affect on your mortgage stress levels.

“It’s alarming that so many Australians are over-stretching themselves and first home buyers and those buying with others are the worst off.

“In fact, those who are buying with a family member or friend are even more likely to experience mortgage stress, with an average of 35 percent of their income being used towards mortgage repayments.

“Singles, or those buying on their own, are also experiencing mortgage stress with an average of 32 percent of their income being used for repayments. 

“Those who are buying with their partner are most likely to come in below the mortgage stress threshold, with an average of 26 percent of their income being used towards mortgage repayments.” 

Other insights from finder.com.au’s research revealed that while the current average mortgage size in Australia is $334,000[footnoteRef:3], the survey showed average mortgage size in capital cities sits over $71,000 higher at $405,031.  [3:  Australian Bureau of Statistics Housing Finance report] 


City dwellers with a household income of $75,000 or less are most likely to be under mortgage stress, with an average of 38 percent of their income being used for repayments. Those with a household income of $150,000 or below are also likely to be experiencing mortgage stress right now with an average of 32 percent of their incomes being used for mortgage repayments.

Furthermore, Adelaideans seem to have fallen most deeply into the trap compared to other cities, with an average of 34 percent of their incomes contributing to mortgage repayments. Brisbane city dwellers are also in mortgage stress dedicating, on average, 31 percent of their incomes to mortgage repayments. This is followed by Perth (29 percent), Melbourne (28 percent) and Sydney (26 percent) locals, who came in within the recommended threshold. 

Mrs Hutchison said city dwellers could face a tougher outlook when interest rates rise.

“While interest rates are currently at historic lows, borrowers must keep in mind that they’re expected to rise next year. For those already borderline in mortgage stress, these higher mortgage repayments are likely to have an adverse affect on your lifestyle and flexibility.

“Step one is taking control of the situation. You can do this by creating a budget, meeting with your bank, and shopping around for a better deal for your personal situation.

“If you’re looking to enter the property market, you need to factor in a buffer of at least 2-3 percent to make sure you can afford the higher repayments when interest rates do rise. 

“As our research shows, borderline mortgage stress is one of the side effects of buying property in a capital city in a hotly contested market. They key is to live within your means; take ownership of your finances and think about future rate rises to alleviate mortgage-related pressures now and into the future,” said Mrs Hutchison.

###

We now have a news feed on Twitter! Follow us for the latest updates or drop us a line to say hi: @finder_news.
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About finder.com.au:
finder.com.au is one of Australia’s biggest comparison websites and has helped over 4.8 million Australians find better credit cards, home loans, life insurance, shopping deals and more since 2006. finder.com.au compares 250 credit and debit cards from 31 providers, over 300 home loan products, and information from 13 life insurance providers as well as online shopping promo codes, mobile phone plans, travel insurance and more. One Australian every five minutes is using finder.com.au or one of its network sites creditcardfinder.com.au and lifeinsurancefinder.com.au to find better (Source: Google Analytics). 

Disclaimer:
Hive Empire Pty Ltd (trading as finder.com.au, ABN: 18 118 785 121) provides factual information, general advice and services on financial products as a Corporate Authorised Representative (432664) of Advice Evolution Pty Ltd AFSL 342880. Please refer to our FSG and Credit Licence ACL 385509.  We are also a Corporate Authorised Representative of Countrywide Tolstrup Financial Services Group Pty Ltd. ABN 51 586 953 292 AFSL 244436 for the provision of online travel insurance. We are not owned by any Bank or Insurer and we are not a product issuer or a credit provider. Although we cover a wide range of products, providers and services we don't cover every product, provider or service available in the market. We also don't recommend specific products, services or providers. If you decide to apply for a product or service through our website you will be dealing directly with the provider of that product or service and not with us. We recommend consumers understand the Product Disclosure Statements before deciding if a product is right for them (c) 2013.
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