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Streets Ahead is a report by Genworth Financial (Genworth) into

the current and historical levels of confi dence among Australian

homebuyers and aspirational borrowers, based on surveys of more

than 12,000 Australians between 2005 and 2010.

In this inaugural edition of the report, we launch the Genworth

Homebuyer Confidence Index (GHCI), a single measure of borrower

and would-be borrower sentiment, which shows homebuyer

confidence is back to pre-Global Financial Crisis levels.

We find rising employment and historically low interest rates are

the primary drivers behind Australian consumers’ upbeat outlook,

with the Index reaching 99.1 in 2010 — from a baseline of 100.0

in 2007—a slight decrease from 99.5 in 2009, but well above 2008

levels of 92.4. Higher levels of employment helped homebuyers  

to meet their mortgage repayments over the past year, with 49%

of respondents over-paying their mortgage—up from 41% in 2009.

Although confidence is high and findings suggest most borrowers

continue to be comfortable with their debt levels and capacity to

pay their mortgage, the strong performance of the Australian

economy brings with it an expectation of increasing interest rates

and rising inflation. The result of these changes is that increasing

repayments and a rising cost of living may affect mortgage holders

in the year ahead.  

Streets Ahead shows the proportion of respondents who expect

to find it hard to pay their mortgage in the next 12 months has

jumped from 15% to 20% over the past year. Of these, the amount

citing the rising cost of living has increased to 61% from 48% over

the year, while 61% also nominated rising interest rates.  

Higher income-to-debt servicing ratios are also reason for caution

with those who paid more than 30% of their income to service 

debt rising from 33% in 2009 to 40% in 2010. More than 26% of

respondents stated they had assigned more than half their

disposable income to repaying debt in 2010, compared to just 17%

in the 2009 survey.  

Rental trap returns as affordability worsens

We also find the rental trap is set to return for many would-be

homebuyers who are renting and who find rent rises, coupled with

higher costs of living, are hindering their efforts to save for a deposit.

In fact, the survey indicates saving for a home today is harder than

before the Global Financial Crisis. Just 25% of respondents thought

it was a good time to buy a house in 2010, a sharp plunge from 50%

in 2009.

Unemployment still primary driver of hardship

We have overlaid this report with our hardship data, collected since

2006, to paint a clearer picture of borrower distress. We find 57%

of 2010 hardship applications were caused by unemployment or

underemployment, which is consistent with surveyed borrowers in

2009. Looking beyond 2010, borrowers’ key concerns are rising

interest rates and increased cost of living. Genworth expects these

issues to be of moderate concern to borrowers facing hardship,

which is more driven by short-term issues, such as unemployment,

income reduction, illness or injury.

A bi-annual index

Our commitment to providing the market with valuable insights

into the attitudes and sentiments of homebuyers and would-be

borrowers will see the GHCI and Streets Ahead report released

twice a year.

We look forward to providing you with these updates and hope

that you find the insights useful.

Executive Summary
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Market trends and borrower sentiment are keenly sought after 

in today’s mortgage and property market—a market which

underpins Australia’s continued economic prosperity. From

2005–09 Genworth answered the call with the Genworth Financial

Mortgage Trends Report. This annual report provided a

comprehensive overview of the changing attitudes of Australians

to the mortgage and property market, highlighting emerging

trends and providing thought leadership and analysis. 

This year Genworth leveraged data collected from surveys of more

than 12,000 Australians between 2005 and 2010  to devise an index

which tracks important changes in sentiment in the mortgage and

property market: the Genworth Homebuyer Confidence Index

(GHCI).

The GHCI measures the sentiment of borrowers in relation to their

own mortgage and the overall mortgage market, combining it with

non-borrower sentiment towards the market. 

The components used to create the GHCI are:

1. Proportion of monthly income currently used to service debts

2. Maximum loan to value ratio (LVR) comfortable borrowing

3. Last 12 months repayment history

4. Next 12 months repayment history

5. Whether it is a good time to buy a home.

Why Genworth developed the
Homebuyer Confidence Index 

How the Genworth Homebuyer 
Confidence Index is built

By tracking 
the sentiments

of 12,000 Australians 
the GHCI shows 

that in 2009–10
the Index held
strong at 99.1, 

a fractional 
decline from

2008–09 levels 
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When this Index is applied across the 2007–10 period, the GHCI

can be divided into three sections linked to changes in sentiment

within the mortgage market. The first, from 2007–08, shows a

strong reduction in confidence with the GHCI falling 7.6% from the

baseline of 100.0 in 2007 to 92.4 a year later. However, a marked

recovery occured during the second period (2008–09) with the

Index rising by 7.7% from 92.4 to 99.5. Then, between 2009–10,

confidence held up with the Index at 99.1.

What the Genworth Homebuyer 
Confidence Index measures 
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2009–10: Confidence flattens

After the large 7.7% increase in the Genworth Homebuyer

Confidence Index which occurred between 2008–09 the GHCI

flattened between 2009–10. In 2009, confidence was high due to

Government incentives such as the First Home Owners Boost

(FHOB) and stimulatory monetary settings.

In 2010, confidence was largely boosted by the Australian economy

strengthening out of the Global Financial Crisis ahead of virtually

all major global economies. In particular, the early reduction in the

unemployment rate meant that a key fear of mortgage holders was

significantly reduced.

On the other hand, an improving economy has seen interest rates

start to increase. Given the greater certainty around employment,

key factors influencing confidence in the future are likely to be

interest rates and the global economy. 

Unemployment and hardship

Despite a looming fear of unemployment, confidence increased in

2009, largely due to Government stimulus and lower interest rates.

A story of changing conditions
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Causes of hardship in the first half of 2010

Genworth hardship solutions data shows that

unemploy ment and income reduction are the

two most common reasons behind hard ship

applications in the first half of 2010; unemployment

accounting for 30% of applications and income

reduction for a further 27%.

Source: Genworth Financial Hardship Solutions
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However, Genworth hardship data shows that concerns with

repayment difficulties due to unemployment, in the 2009 survey,

were well founded; 27% of respondents said they would find it hard

to meet repayments due to unemployment.

During the first half of 2010, unemployment and income reduction

were the two largest causes of hardship— accounting for over half

of the hardship applications.

Since the 2009 survey there has been a faster than expected

recovery in the unemployment rate and a lower than expected

peak in unemployment. The issue of income reduction or reduced

working hours is still of concern, with a larger proportion of

employed people holding part-time work than before the Global

Financial Crisis. However, with the outlook for employment

remaining strong, consumers are increasingly concerned with rising

interest rates and the general cost of living.

Interest rates on the way up?

With interest rates and the cost of living predicted to rise, the

proportion of borrowers expecting repayment difficulties in the

year ahead has increased to 20%, from 15% in 2009. 

Most borrowers will have had an interest buffer built into their

mortgage servicing calculations by their lender. Although this

provides some insulation from sequential interest rate rises by the

RBA, it will place a strain on many borrowers, especially if mortgage

rates are lifted above RBA rate increases.

48%
61% 61%

26% 24% 27%
19% 21%

6%

Higher cost 
of living

Why will you find it difficult to meet your mortgage repayments in some/all months?

Interest 
rate rises 

(this ‘option’ was 
not offered in 

the 2009 survey)

Other debt
obligations

Unemployment/
Redundancy of

self/partner

New job 
with less pay

2009 2010

Future repayment difficulties

Two issues which dominated concerns for 61% of

mortgage holders in 2010 were the higher cost of

living and interest rate rises. Meanwhile, the pro -

portion of people concerned about unemployment

and reduced income is decreasing.

Source: Genworth Financial Mortgage Trends Survey,
2009 survey and analysis conducted by RFi, 2010 survey
conducted by UMR 

Confidence in
2010 was largely boosted by 

the Australian economy

strengthening out of the 

Global Financial Crisis

In the first half of
2010, unemployment and income

reduction were the two largest

causes of hardship
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The proportion of people expecting repayment difficulties due 

to a higher cost of living has increased from 48% (2009) to 61% 

in the 2010 survey. Between June 2009 and June 2010, inflation

(Consumer Price Index) rose from 1.5% to 3.1%; while oil prices have

also increased from $67.73 to $75.60 based on the benchmark

NYMEX LS crude. Electricity costs are also fuelling concerns—with

NSW alone set to increase by 42% in the next three years. 

The return of the rental trap

The ‘rental trap’ is a term used to describe the barriers renters face

when trying to purchase their own home. The vast majority of first

homebuyers (FHBs) live in rental accommodation prior to purchasing

a home, and as rent and indebtedness increase it becomes harder

for renters to save up a deposit for a home, thus becoming stuck in

the rental trap.

Although the rental trap’s impact abated somewhat during the

Global Financial Crisis, it is set to return to the Australian market in

2010. The FHOB incentives that came into effect at the end of 

2008 have ceased, yet the average loan size of FHBs is $44,600

higher in May 2010 than it was in May 2008, and now stands at

$287,700 according to the Australian Bureau of Statistics.

The FHOB, previously worth up to $14,000, has now dropped back

to $7000. As a consequence, the proportion of FHBs as a

percentage of all loans has returned to previous levels, falling

dramatically from 28.5% to 16.1% over the year to May 2010.

Home Investment

Do you believe that now is a good time to buy any 
of the following types of property?                  

Holiday home

50%
43%

25% 26% 26%

13%

2009 2010

Is it a good time to buy property?

The proportion of people who believed that it

was a good time to buy any type of property

virtually halved between 2009 and 2010. 

The HIA Housing Affordability Index reflected 

this, with a 28.6% decrease from 166.5 to 118.8

between March 2009 and March 2010.

Source: Genworth Financial Mortgage Trends Survey,
2009 survey and analysis conducted by RFi, 2010 survey
conducted by UMR



As house prices increase due to low levels of supply and falling

rental vacancies, the rental trap will be exacerbated by forced silent

auctions and rising rental prices.

Rental prices will also be driven up due to landlords passing on

increasing interest rates and rising costs. As this cycle continues, it

will become more and more difficult for renters to save a deposit

for their own home. 

Affordability is back on the agenda

Housing affordability returned to low levels during 2009–10 as house

prices rose on the back of tight supply and falling rental vacancies. 

Interest rates also started to rise, with six rapid increases between

October 2009 and May 2010, which increased the cash rate from

3.25% to 4.50%. This increase, and the chance of further increases,

has become a front-of-mind concern for mortgage holders.

The impact on borrower sentiment was significant, with the

proportion of people who believed it was a good time to buy a

home dropping from 50% in 2009 to just 25% during 2010.

However, 26% of them were inclined to believe it was a good time

to purchase investment property.
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The rental trap 
is set to make its return 

to the Australian market 

in 2010

Interest rates 
and the higher cost of living are

expected to impact borrowers

in the year ahead

Expectation vs experience of hardship

This graph compares mortgage holder expectations of repay ment

difficulties with their actual experiences. The proportion of mort gage

holders who expected hardship in the 12 months following a survey

are compared to the proportion who actually experienced hardship

in the 12 months prior to the subsequent survey — effectively

providing a comparison over the same period of time. 

2006–07: Cash rate increased from 5.50% to 6.25% —

higher experience of hardship than expectation

2007–08: Cash rate continues to increase to 7.25% —

higher experience of hardship than expectation

2008–09: Cash rate slashed to 3.00% —much lower  

experience of hardship than expectation

2009–10: Cash rate grows to 4.25% —hardship experience 

in line with expectations

2010–11: Expectation of hardship increases—expectations 

that further rate rises are in store.

Source: Genworth Financial Mortgage Trends Survey, analysis conducted
by RFi, 2010 survey conducted by UMR
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2008–09: Confidence soars 

Between the 2008 and 2009 surveys the Global Financial Crisis

unfolded. This created unique ramifications for the local mort gage

market as interest rates were cut by 4 percentage points and

generous incentives were provided for FHBs. 

The cash rate declined dramatically from 7.25% to 3.00%, inflation

fell from 4.5% to 2.5% and oil prices almost halved from US$127.76

to US$67.43 per barrel. The HIA Housing Affordability Index in -

creased by 66% over this period. 

It is little surprise therefore that the GHCI rose significantly during

this period despite the worsening global economic outlook, with a

7.7% increase from 92.4 to 99.5. The number of home loan

borrowers who expected difficulties in meeting their mortgage

repayments decreased from 27% to 15% between the 2008 and

2009 surveys, while the proportion of people who used more than

30% of their income to service debts fell from 40% to 33% .

One would also expect the FHOB incentives increased the

proportion of people willing to take out higher LVR loans, with 35%

of mortgage holders whose home loan commenced in 2009 stating

they held a loan with an LVR of over 90%. This compares to

19% –24% of mortgage holders with loans originating between

2000 and 2008.

Despite this rise in the GHCI, fears of unemployment cast a large

shadow for many, with 24% of people saying they would expect

unemployment and reduced working hours to have the biggest

impact on their continued ability to service their mortgage. 

This expectation of future unemployment or reduced working hours

affected both the proportion of income being used to service debt

and the proportion of property value people would be comfortable

borrowing. 27% of people who were renting property stated they

would only be able to continue payments for one month if either they

or their partner were to lose their job. Although the FHOB incentives

may have driven an increase of high LVR loans during 2009, it is

likely the threat of unemployment deterred many from such loans

as higher repayments or longer loan terms would be burdensome.
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2007–08: Rising interest rates impact 
debt servicing levels

The GHCI decreased by 7.6% in 2007–08. The 2008 survey exposed

several key concerns within the property market, and indicated this

decrease in confidence resulted from three key drivers: interest

rates, household indebt edness and appetite for further debt. 

Interest rates begin to bite

The primary driver was an expectation of difficulty in making future

repayments. The number of people who said they would find it

difficult to make repayments over the 12 months following the

survey rose from 18% to 27%, while there was a 15% fall in people

who thought it would be easy to meet repayments over this time,

from 66% in 2007 to 51% in 2008. 

Some 44% of home loan borrowers cited rising interest rates as 

the key reason why it would be difficult to meet future mortgage

repayments. This was almost certainly due to the increase in the

RBA cash rate target from 6.25% to 7.25% during that time. The

concern caused by the 2007–08 interest rate rises is evident when

comparing results with the 2007 survey, where just 26% of mortgage

holders cited interest rates as their chief cause of concern.

Household indebtedness on the march 

Related to rising interest rates is the increase in the debt-to-income

ratio, which measures the proportion of income borrowers are

allocating to service their debt, including mortgage debt. During

2007–08, the proportion of borrowers who used more than 30% of

their income to service debt rose by a staggering 10%, from 30%

to 40%. Perhaps more disturbing was the finding that one quarter

of respondents to the 2008 survey claimed they had allocated more

than half of their disposable income to debt repayments, compared

to just 12% in the 2007 survey.

Mortgages were the second most common and most significant

form of debt held by survey respondents, with 58% of respondents

to the 2008 survey stating they had a credit card debt, compared

to 39% who had a mortgage and 18% who had a personal loan. 

Appetite for further debt declined

The third driver was a decrease in both the number of people who

would be comfortable with borrowing more than 80% of their

property value and the proportion of people who held a mortgage

with an LVR of more than 80%. The proportion of people comfortable

with borrowing over 80% of their property value decreased from

52% to 47% between 2007–08.

In 2008–09 the 
GHCI increased by 7.7% to 99.5

despite the worsening global

economic outlook

Rises in employment
and historically low interest rates were 

the primary drivers behind Australia’s 

upbeat outlook
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Over 2007–10, conditions within the Australian mortgage and

property market varied wildly, with large shifts in interest rates, 

the impacts of the Global Financial Crisis, the implementation of

and phasing out of boosts to Government homebuyer incentives

and significant changes in housing affordability; all affecting

homebuyer confidence. The Genworth Homebuyer Confidence

Index (GHCI) describes and maps the changes in sentiment through-

out this period, and reflects the significant economic uncertainty

evident in recent years.

The GHCI, which experienced a large fall between 2007–08 

due to increasing interest rates and debt levels, recovered in

2008–09 due to a 4.25% cut in interest rates plus gen erous boosts

to Government incentives—before falling slightly but remaining

high in 2009–10. 

Confidence is still strong, but looking forward it is in a precarious

position. In essence, the change between 2009 and 2010 is largely

due to the economy as a whole strengthening at the expense of

housing affordability. In the coming year, economic indicators (with

the exception of unemployment) are expected to worsen as far as

borrowers and potential home buyers are concerned. Expected

increases in interest rates and a rising cost of living will play key

roles and impact borrowers’ ability to meet mortgage repayments,

while the return of the rental trap and worsening housing afford -

ability will impact on those aspiring to purchase their first home.

If interest rates increase during 2011, confidence will decrease.

Forecasts produced by NAB (July 2010), St. George (June 2010)

and ANZ (June 2010) place the cash rate at between 4.75% and

5.00% by the end of 2010 and between 5.25% and 5.50% by June

2011; meaning a 0.75% to 1.00% increase in the cash rate over the

next year. A 1.00% increase in interest rates during the 2007–08

period was a key factor in the GHCI’s large decline.

Currently, unemployment appears to have passed its peak level,

but there are questions as to whether this level of unemployment

is sustainable. If unemployment does increase there will be a

negative impact on confidence and a corresponding increase in

the proportion of mortgage holders who will experience hardship.

Those looking to buy a property will be affected by the proportion

of a property value they would be comfortable in borrowing. And

those with a mortgage will likely face repayment concerns due to

the fear of future unemployment.

If the rental trap continues to emerge there will be an effect on the

GHCI due to a decreased proportion of people who believe it  

is a good time to buy a home. In particular one can expect a

continuation of the currently dwindling proportion of FHBs entering

the market. 

Borrowers and would-be homeowners in 2011 are likely to face a

tougher environment. Expected increases in interest rates and the

cost of living will make it harder to meet mortgage repayments,

and those aspiring to purchase their first home could be forced to

continue renting.

Conclusion

As at June of each year or *most recent available data. Oil prices based on benchmark NYMEX LS crude.

Economic Indicators

Sources: ABS, RBA, HIA, NYMEX 

Economic indicators 2007 2008 2009 2010 Change

Official cash rate 6.25% 7.25% 3.00% 4.50% ▲

Inflation 2.4% 4.5% 2.5% 3.1% ▲

Unemployment 4.3% 4.3% 5.8% 5.1% ▼

Oil prices per barrel US$ $66.30 $127.76 $67.73 $75.69 ▲

HIA Housing Affordability Index 100.0 92.4 153.40 118.8* ▼

Average FHB loan $238,600 $243,100 $283,400 $287,700* ▲
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The GHCI was developed by Genworth Financial in conjunction with

RFi.TheGenworthFinancialMortgageTrendssurveyswereconducted

by RFi in March 2007, February 2008 and April 2009; the May 2010

survey was conducted by UMR.

In each instance, 2000 individuals were surveyed—these respondent

samples were representative of the Australian adult population by

age, gender, state/territory and income.

About Genworth

Genworth is a leading provider of lenders mortgage insurance (LMI)

in Australia and New Zealand. In partnership with lenders, our aim is

to make home ownership more accessible to borrowers through the

provision of LMI solutions.

Working with close to 200 lenders, Genworth has built a reputation

for its expertise in understanding the evolving mortgage market. Our

financial strength is underpinned by our AU$3.0 billion investment

portfolio, as well as our rich data gained through insuring mortgages

for over 45 years.

Our Hardship Solutions team was formed in 2006 and, in conjunction

with lenders, has assisted over 12,000 borrowers to stay in their homes.

Methodology
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The report is based on survey results of over 12,000 adults and,

while the information contained in this report is current as at the

date of publication, it is subject to change without notice.

Genworth Financial is under no obligation to update the

information or correct any inaccuracy which may become apparent

at a later date. Permissions should be sought from Genworth

Financial for use of this report by third parties. Genworth Financial

does not take any responsibility for reliance on the information

contained in this report, nor for its accuracy and completeness.

Disclaimer
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Australia and New Zealand contacts:

Head Office and New South Wales
Level 26, 101 Miller Street
North Sydney, NSW 2060
Phone: 1300 655 422

Victoria and Tasmania
Level 3, 174 -176 Queen Street
Melbourne, VIC 3000
Phone: 1300 655 528

Queensland
Central Plaza 2
66 Eagle St 
Brisbane, QLD 4000
Phone: 1300 652 864

South Australia and Northern Territory
Unit 6, 79 Pennington Terrace
North Adelaide, SA 5006
Phone: 1300 652 954

Western Australia
Level 3, 77 St. George’s Terrace
Perth, WA 6000
Phone: 1300 652 853

New Zealand
Level 4, Q&V Building
203 Queen Street
Auckland, New Zealand
Phone: 0800 601 702

Genworth Financial Mortgage Insurance Pty Limited

ABN 60 106 974 305 • ® Registered Trade Mark of Genworth Financial, Inc.

genworth.com.au
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