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New APRA rules curbing interest only loans show lenders 
haven’t done enough to dampen investor frenzy 

• Big 4 banks jack up rates by 32 basis points for interest-only borrowers 
• New APRA rule makes it harder for borrowers to take out interest-only 

loans 
  
Friday, 31 March 2017: The Big 4 Banks have dramatically widened the interest rate gap 
between interest only loans and principal and interest loans over the past year, with analysis 
of APRA data by Mozo.com.au showing that interest only rates are now up to 22 basis 
points higher. 
  
The home loan comparison site says lenders tried to stave off further regulation by hitting 
investors and interest only loans with the biggest hikes in the recent round of out of cycle 
rate rises, yet the APRA has now announced new rules in a bid to curb investor activity. 
  
“A year ago, NAB was the only Big 4 bank putting a premium on interest only rates, but we 
have seen the other 3 banks follow suit with these loans now subject to rates up to 22 basis 
points higher than principal and interest loans,” says Mozo property expert Steve Jovcevski. 
  
“Investors with interest only loans copped the biggest hikes in the latest round of out of cycle 
rate increases, with the Big 4 jacking up interest-only rates for investors by an average of 32 
basis points compared to 24 basis points for investors repaying principal and interest.” 
  
“Owner-occupiers repaying interest only weren’t spared either, with an average 15 basis 
point hike by the Big 4 banks compared with three basis points for principal and interest 
loans. 
 
The comparison site analysed data APRA data from the past five years and said while the 
number of interest only loans has steadily climbed from 25% to 30% over the past five years, 
there has been even more growth in the value of interest only loans from 33% to 39%. 
  
“The regulator has moved in large part due to concerns that interest only loans are fuelling 
the surge in housing prices across Australia’s capital cities especially in Sydney and 
Melbourne,” says Jovcevski.  
  
“With the new APRA rules requiring that interest only loans make up no more than 30% of 
new lending, lenders are going to have to cut back with our analysis of APRA data showing 
that interest only loans currently make up 39% of the value of all home loans.”   
  
Mozo says interest only borrowers are also facing more stringent lending criteria with banks 
now requiring borrowers who have come to the end of their interest only period to complete 
an entire new application if they want to renew for another term of interest only repayments. 
  
“Many owner occupiers and investors who took at out an interest only loan in the early 
stages of the property boom, are now being left in the lurch as they find out they no longer 
qualify for an interest only loan today under these tighter lending standards,” says Jovcevski. 
  
“These borrowers will be stung by significantly higher loan repayments, the equivalent of 
several Reserve Bank rate hikes, as they make the transition over to a principal and interest 
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loan. This could see many not being able to afford their home loans and having to sell up or 
try to refinance at a higher rate. 

 -ENDS- 
  
For data or interviews contact: 
Kirsty Timsans at Mozo 
PH: 02 9037 4375 
E: Kirsty.timsans@mozo.com.au 
  
About Mozo.com.au 
Mozo compares 1,800 products from 200 banking, insurance and energy providers to help 
over 300,000 Australians find a better deal each month via its award winning comparison 
tools and calculators. Mozo is proud to partner with some of the country's biggest online 
publishers, making it one of the most visited comparison sites in Australia. 

 
	


