
According to the Finance review, many established 
investors are already realising the benefits of 
increased rents, new investors to the market have 
experienced some challenges. 

With the rising interest rates since May, new 
homeowners and investors have seen a squeeze 
in their borrowing capacity. If you were looking to 
purchase a property prior to May, valued at say 
$850,000, your capacity today could be as low as 
$500k. 

With many investors believed to be using property 
to boost their retirement savings, this has created 
unprecedented factors for the type and location of 
property investment considered. 

The good news is that one of the majors has 
announced they are increasing the proportion of 
rent that can be used to qualify for a loan or seeking 
a larger loan. Other lenders may follow suit, and 
there are several lending institutions who are 
offering cash back incentives for both owners and 
investors to refinance with them.  

What does this mean? 
Your salary and typically about 80% of your gross 
rental income has been the benchmark for many years 
by lenders when assessing your serviceability of an 
investment property. They assume the balance of the 
rent will be used for things like: 

• Property management fees 

• Council rates 

• Strata levies 

• Repairs and the shortfall of rent when the property 
is vacant 

Contact us for our topic sheet on How To Protect 
Your Loan Serviceability Reputation.  
 
This is about to change. 
At the time of writing, one of our majors has taken the 
first step to increase this to 90%. 

A Christmas gift 
for investors… 



Make sure you read our 
article ‘How To Protect 
Your Loan Serviceability 
Reputation.’

All lenders have a formula for assessing your 

capacity to service a loan. Any loan. It is important 

to lenders that the loan can be repaid over a certain 

timeframe and that repayments can be ongoing 

and on a regular basis – especially in the event of a 

change in personal circumstances. 
1. How is serviceability calculated? 

The criteria may seem similar between lenders, 

however each lender will look at your financial 

situation through their own eyes. Very basically, 

your lender will consider all income (or combined 

incomes for joint applications), then remove 

everyday household and other expenses (including 

those of any dependants) and then add the loan 

repayment to see if you have the ability to repay. 

2. What about investment properties? 
Most lenders will consider up to 80% of rental 

property income. This means if you receive $500 

each week, only $400 will be factored into your 

serviceability assessment. However as mentioned in 

our feature article, because of the extremely low rental 

vacancy rates in Australia, one of our majors (the first 

of probably many) has announced they will consider 

up to 90% of rental property income.  
3. What is a serviceability buffer? 

Lenders understand that circumstances change. Some 

are within your control, but many are not. To cater for 

unexpected financial changes (loss of income, short 

term job loss, illness etc) most lenders include a buffer 

in their serviceability calculations to protect them (and 

you) from not being able to meet your repayment 

obligations when and if circumstances change. If you 

took out a home loan prior to November 2021, then 

your lender’s buffer would most likely have been 2.5%. 

As of November 2021, this buffer increased to 3%. 

This means that lenders assess your capacity to repay 

the loan if either interest rates were to rise or your 

income circumstances changed detrimentally. 
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Moving gross rental income considerations to 
90% combined with the increasing rental amounts 
investors are achieving, this may allow investors to 
either borrow more, or service better. 

With vacancy rates at record lows across most 
regions of Australia, Tim Lawless, Research Director 
of Core Logic, says ‘it is not surprising to see lenders 
focussing more on this sector of the market.’ 

As immigration of skilled workers continues, 
overseas students returning to Australia and locals 
returning to major cities after lockdowns, vacancies 
are recorded to be the lowest (less than 1%) since 
2006. 

With not enough housing stock to service the 
market demand, many economists are suggesting 
that property investment stacks up in our current 
environment. 

Of course, circumstances are different for all 
borrowers and there are many considerations that 
need to be taken before jumping into the decision of 
investing in property. 

Disclaimer: This article provides general information only and has been prepared without taking into account your objectives, financial situation or needs. We recommend that you consider whether it is 
appropriate for your circumstances. Your full financial situation will need to be reviewed prior to acceptance of any offer or product. It does not constitute legal, tax or financial advice and you should  

always seek professional advice in relation to your individual circumstances. ©2022
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