Real Estate agents who have a long term presence in a suburb acknowledge that
ethical behaviour will lead to a strong possibility further down the track of re-listing
the property when a purchaser seeks to enter into the market as a vendor.

It is particularly important that sound education of real estate agents be maintained so
as to ensure that any direct questions about the affect of a PMF classification may be
correctly answered.

Lending Institutions

As noted previously, the predominant form of residential housing within the study
area comprises dwellings in the first home buyer market which, by their nature, have
the highest lending ratios often at levels of 90 — 95%. In times of a rising market the
loan amount to value ratio may fall simply by the upward movement of property
prices in the area.

Property price movements are generally of a cyclical nature and such increases in
value may occur for only every 3 of 8 years with the remainder of the cycle being of
some downward movement and prolonged periods of low activity.

The lending institution who lends a high percentage at the time of low market activity
is well aware that any downward movement in property values will quickly eat away
at the home owner’s equity and will impact upon the loan amount. This problem may
not manifest itself until such time as the home owner is unable to continue to meet
repayments. Home owners may have a high level of reluctance to continue paying off
a home loan that is greater than the value of their property. This was manifestly
evident in the Homefund crisis which affected many NSW residents in the early
1990’s as a result of capitalised interest accruing onto loan amounts at a time of
steady or falling property values.

Lending institutions understand that a sale price of a property may well reflect its
existing detrimental features. They are also aware that in the event of their having to
foreclose on a property due to non-payment of the loan, such negative features may be
amplified if offered to the market as mortgagee in possession.

High percentage lending ratios which are commonly found in today’s market are now
protected by Mortgage Insurers which cover the mortgage provider for any shortfall in
the event of loan repayment obligations not being met. This insurance is paid for by
the mortgagee who retains the responsibility for the loss by the Bank. A Mortgage
Insurer may seek to recoup any claims upon themselves from the home owner.

The role and importance of the lending institutions in assessing the impact of planning
controls and flood risk notifications upon property values, cannot be overestimated
due to their singular importance in the property acquisition process. One of the most
difficult aspects of assessing long-term affects of such notifications on property values
is that such affects are to a significant extent dependant upon lending policies.

We note that the market for home loans has, over the last 10 years, seen a wide variety
of mortgage providers enter the market and the competition has served to trim
traditionally full profit margins enjoyed by the established lenders to the benefit of the
mortgage holder. This trimming of profit margins has occurred at a time of
worldwide fall in interest rates. This lower interest regime has, to some degree,
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