
Box C: Measures of Housing Loan Quality

Two commonly used measures of housing loan quality are housing loans past due and claims 
on mortgage insurers. Both measures show that Australian mortgages have historically been of 
very high credit quality.

Housing loans past due data measure the share of housing loans, by value, for which 
payments are overdue. The most representative series, compiled by APRA, covers banks’ housing 
loans for which payments are late by 90 days or more. Data on loans past due are also available 
from rating agencies for the home loans underlying residential mortgage-backed securities 
(RMBS). RMBS currently account for around 20 per cent of outstanding housing loans, up 
from less than 5 per cent in the mid 1990s.1

Aggregate data from APRA 
are available from the mid 1990s, 
over which time the environment 
for housing loans has been highly 
favourable. Since 1994, the ratio 
of bank housing loans past due to 
total housing loans has averaged 
0.38 per cent, although over the past 
couple of years, the ratio has been 
less than half this level (Graph C1). 
The ratio for RMBS housing loans 
90 days or more in arrears is 
currently at a similarly low level, 
although there is less evidence of a 
downward trend in the series over 
the 1990s. This largely refl ects the 
requirement that only housing loans free of payment diffi culties are used for new RMBS issues. 
The RMBS data also show that the ratio of loans 30 to 60 days in arrears is higher than the ratio 
of loans more than 60 days overdue, suggesting that many households overcome their initial 
debt-servicing diffi culties.

Banks do not automatically foreclose on housing loans with payments in arrears. In 
recent years it has not been uncommon for write offs to be less than a tenth of housing loans 
90 days or more past due, as lenders work with customers to overcome diffi culties. In a less 
benign environment, the write-off rate could be considerably higher. 

Claims on mortgage insurers are a narrower measure than housing loans past due, as 
claims are primarily triggered when there is both an inability to service the debt and insuffi cient 

Graph C1
Housing Loans Past Due
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1 Battellino, R (2004), ‘Some Comments on Securitisation’, Reserve Bank of Australia Bulletin, August, pp 62-67. 
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collateral. The extent to which loans past due result in insurance claims varies with economic 
conditions: partial industry data suggest that the share of insured mortgages 90 days or more 
past due that become insurance claims each year has varied between 5 per cent and 30 per cent 
over the past decade. 

Historically, the subset of mortgages that is covered by lenders’ mortgage insurance may 
not be representative of the banks’ mortgage portfolio as a whole. This refl ects the tendency for 
banks to require mortgage insurance only for higher-risk loans, most notably those with high 
loan-to-valuation ratios. Over recent times, however, the pool of insured mortgages is likely to 
have become more representative, as loans are often insured prior to being securitised.

Claims data, which in the past have been provided by the Insurance Council of 
Australia, are available on two bases. The fi rst is the claim rate by policy year. This measures the 
proportion of loans written in any given year on which a claim is eventually made. The second 
is the claim rate by claim year. This measures the share of insured loans in any given year on 

which there is a claim in that year. 
This latter measure is more useful 
when analysing the quality of overall 
outstanding mortgages through 
time. Unfortunately, data have not 
been published for either measure 
since 2000. For the two decades to 
then, on average, around 1 per cent 
of insured mortgages ultimately 
defaulted (Graph C2). In any given 
year, the share of insured mortgages 
that defaulted has averaged around 
0.1 per cent, with the worst year 
being 1987 when 0.27 per cent of 
total insured loans recorded a claim.

Graph C2
Claim Rate on Insured Mortgages

0.0

0.5

1.0

1.5

2.0

2.5

0.0

0.5

1.0

1.5

2.0

2.5

200019971994199119881985

By policy year

By claim year

1982

% %

Source:  Insurance Council of Australia

3 8 R E S E R V E  B A N K  O F  A U S T R A L I A



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /SyntheticBoldness 1.00
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveEPSInfo true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /Unknown

  /Description <<
    /ENU (Use these settings to create PDF documents with higher image resolution for high quality pre-press printing. The PDF documents can be opened with Acrobat and Reader 5.0 and later. These settings require font embedding.)
    /JPN <FEFF3053306e8a2d5b9a306f30019ad889e350cf5ea6753b50cf3092542b308030d730ea30d730ec30b9537052377528306e00200050004400460020658766f830924f5c62103059308b3068304d306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103057305f00200050004400460020658766f8306f0020004100630072006f0062006100740020304a30883073002000520065006100640065007200200035002e003000204ee5964d30678868793a3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /FRA <>
    /DEU <>
    /PTB <>
    /DAN <>
    /NLD <>
    /ESP <>
    /SUO <>
    /ITA <>
    /NOR <>
    /SVE <>
  >>
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice




