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Borrowers could pay $40 extra a month to plug levy 
profit gap 

 

Sunday 14 May 2017: Australia’s five biggest banks could hike variable rates across 
the board by as much as 21 basis points in a bid to recover the shortfall left by the 
new levy introduced in Wednesday’s Federal Budget, according to financial 
comparison site Mozo.com.au. 
 
“Just a week following the big bank profit announcements, the Government have 
looked to the big banks to fill their budget black hole, leaving them the task of 
generating an additional $2.3 billion in revenue to fill the void,” says Mozo Director 
Kirsty Lamont.    
 
“As a result we could see the big banks independently hike mortgage rates by almost 
the equivalent of one Reserve Bank increase in the lead up to July 1 when the levy 
comes into effect.” 
 
“Our calculations show the average big bank borrower could pay $40 extra a month, 
based on a typical $300,000 loan.” 
 
While the Government has warned the banks not to pass on the cost to customers, 
Westpac, NAB and the Commonwealth Bank have all said their customers will 
ultimately bear the brunt of the new levy.  
 
“In recent times, the banks have justified rogue rate hikes for owner occupiers and 
investors under the guise of APRA regulations as well as claims of higher funding 
costs, and it’s highly likely we’ll be seeing another one of these instances,” says 
Lamont. 
 
“As well as hiking mortgage rates, we are almost certain to see attempts to plug the 
profit gap in other crafty ways like slapping higher fees on home loans and credit 
cards and slashing at-call and term deposit rates.” 
 
Lamont says borrowers should consider looking outside of the big banks with the 
margin on big bank variable home loans set to widen even further.  
 
“The introduction of the new levy will see smaller lenders take every opportunity to 
court existing customers away from the big banks and seize a bigger slice of the 
home loan market pie.” 
 

-ENDS- 
Notes:  
Calculations based on the total value of housing loans (APRA Monthly Banking 
Statistics March 2017) on the books of the five major banks affected by the levy and 
the amount of additional pre-tax interest revenue collectively required to make up for 
the shortfall. Assumes 85% of housing loans of the five major banks are variable 
rates. 
 
For data or interviews contact: 
Kirsty Timsans at Mozo 
PH: 02 9037 4375 
E: Kirsty.timsans@mozo.com.au  
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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. 


