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High reliance on two incomes to repay home loans
presents a potential risk
More than two-thirds (67.2%) of owner-occupied mortgages are now held by households
with two incomes, presenting some problems if one decides to either drop out of the
workforce or becomes unemployed. Overall some 9.3% of dual-income households are
classified as ‘at risk’ of mortgage stress but if even the non-main earner drops out of the
workforce, Roy Morgan estimates some 34.8% will be at risk of mortgage stress. These are
some of the findings from the latest Roy Morgan ‘State of the Nation-Spotlight on Finance
Risk’ report. The data is from Roy Morgan’s Single Source survey of more than 500,000
interviews over the last decade.
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Over 700,000 Australians with a home loan potentially ‘at risk’
Currently 17.4% of Australians (705,000) who have a mortgage on the home they are living in
can be classified as being ‘at risk’, based on an average interest rate of 5.4%. Mortgage stress
(‘at risk’) is based on the ability of borrowers to meet the repayment guidelines currently
provided by the major banks and is based on the amount originally borrowed. Over the last 10
years, mortgage holders ‘at risk’ peaked in May 2008 (32.7%) when the standard variable
home-loan rate was 9.45%.
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Source: Roy Morgan Research: 3 month moving average (n=2,400). Base: Australian population aged 14+ who
have a mortgage on the home they are living in
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The August rate reduction to 5.25% is likely to reduce mortgage stress marginally but this will
ultimately depend on how borrowers react to it, particularly in relation to whether the drop in
interest rate encourages increased borrowings.
An additional measure of mortgage stress is based on those borrowers paying more than the
repayment guidelines on the amount currently outstanding. These people are classified as
being ‘extremely at risk’ and account for 13.1% of mortgage holders (520,000). This is actually a
historically favourable level, and is likely to decline a little further when the full impact of the
August interest rate drop is felt. The proportion of ‘extremely at risk’ mortgage holders peaked
in May 2008, when the interest rate was 9.45%.

Two-thirds of mortgage holders are in two-income households
There are 3.2 million mortgage holders (67.2% of the total) who are in dual-income households
and as a result have lower-than-average mortgage risk levels, with only 9.3% being ‘at risk’ and
6.5% ‘extremely at risk’. Both of these levels are well below the overall market average risk
levels of 17.4% and 13.1% respectively.
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More than one income in household but loss of non-main
earner

Base: Has an owner-occupied dwelling with mortgage and more than one income in household, 3 months to
June 2016 (n=1,659). 1. Based on amount borrowed. 2. Based on amount owing.

Two-income households have a much lower mortgage risk level providing they can retain both
incomes. Risk levels increase dramatically if one income in these households is lost due to
having a family, unemployment, retirement or any other reason. The loss of even the non-main
income earner for instance will drive the ‘at risk’ level up from 9.3% to 34.8% and the
‘extremely at risk’ from 6.5% to 27.1%. Both of these are approximately double the level of the
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average mortgage holder. With such a heavy reliance on two incomes, the impact of losing an
income is greater than a doubling of interest rates.
Norman Morris, Industry Communications Director, Roy Morgan Research says:
“Although mortgage stress levels have tended to decline over the last five years in line
with the drop in interest rates, they remain of some concern with 17.4% of mortgage
holders ‘at risk’ and 13.1% ‘extremely at risk’. Mortgage stress levels are likely to remain
high even with further interest rate reductions, as this appears to encourage higher house
prices and borrowings.
“The heavy reliance on two-income households for home-loan repayments reduces
mortgage risk providing both parties remain employed. The biggest impact on mortgage
stress is likely to be unemployment or a move to increased levels of underemployment.
This analysis has shown that the loss of an income in a two income-household has more
impact than a doubling of interest rates.
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“We have seen in our research that home ownership levels are likely to decline further
while prices continue to outpace growth in household incomes and as a result borrowers
are likely to be stretched further in their ability to make loan repayments.
“With increased mortgage debt comes the increased likelihood that when people retire
they will do so with some debt, which will obviously impact on retirement funding. Our
analysis shows that mortgage risk is in fact higher already higher for the over-60s due to
lower average incomes.
“This release is drawn from the extensive Roy Morgan Single Source survey of over 50,000
people pa and covers only a small part of what is available. Over the last 12 months alone
we have interviewed more than ten thousand owner-occupied mortgage holders,
enabling an in-depth understanding of their full financial position. This unique database
provides detailed insights for anyone involved or interested in this key segment of the
Australian population.

For comments or more information please contact:
Norman Morris
Industry Communications Director
Office: +61 (3) 9224 5172
Norman.Morris@roymorgan.com

Related research findings
View our extensive range of Banking and Finance reports and profiles, including the Consumer
Banking Satisfaction report, Home Loan Intention profiles and Mortgage Broker Customer profiles.
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About Roy Morgan Research Consumer Single Source
Roy Morgan Single Source is based on over 50,000 interviews each year and has been designed and
engineered to represent the ideal source model. It provides an integrated understanding of
consumers; what they are like, what they consume, what they buy, what they think, what they
want, what they watch, read and listen to. The overriding benefit of Roy Morgan Single Source is
the strategic insights it offers in the ability to link many aspects. Not only can an organization’s
profitable customers be delineated by what they think, do, watch, but so can non customers. Hence
brand positioning, product differentiation, merchandising, efficient media planning, market
expansion and line extension opportunities can all be considered in the light of the correct
understanding of the marketplace.
About Roy Morgan Research
Roy Morgan Research is the largest independent Australian research company, with offices in each
state of Australia, as well as in Indonesia, the United States and the United Kingdom. A full service
research organisation specialising in omnibus and syndicated data, Roy Morgan Research has over
70 years’ experience in collecting objective, independent information on consumers.
Margin of Error
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The margin of error to be allowed for in any estimate depends mainly on the number of interviews
on which it is based. Margin of error gives indications of the likely range within which estimates
would be 95% likely to fall, expressed as the number of percentage points above or below the
actual estimate. Allowance for design effects (such as stratification and weighting) should be made
as appropriate.
Sample Size
5,000
7,500
10,000
20,000
50,000

Percentage Estimate
40%-60%
±1.4
±1.1
±1.0
±0.7
±0.4

25% or 75%
±1.2
±1.0
±0.9
±0.6
±0.4

10% or 90%
±0.8
±0.7
±0.6
±0.4
±0.3

5% or 95%
±0.6
±0.5
±0.4
±0.3
±0.2
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