With property sales slowing down,
how is the banking industry designing its mortgage loan facilities to retain existing
customers and attract new ones? What are some of the factors customers have to take
note of when taking up mortgage loans?

n the wake of the US sub-prime
mortgage crisis, the Singapore
mortgage finance industry seems to
have emerged relatively unscarhed.

However, the crisis has definitely made’

property buyers more cautious in, cheir
* purchases, which led to a' considerable
decline in the volume of home purchases.
Yet, despite the resultant decrease in
take-up rate of mortgage loans for new
properties, banks in Singapore have
come up with innovative ways to market
alternative foan schemes, such as loan
refinancing or other risk-based pricing
toans. Such diversification methods have
insulated the local mortgage industry

against huge collapses following the

downfall of US mortgage giants Freddie
- Mac and Fannie Mae. :

INNOVATION AND
PIVERSIFICATION IS KEY

With the lack of demand in the property
-marker, banks are actively sourcing for
*lutions to boost their mortgage loan
facilities. Competition can be stiff when
faced with'a limited pool of customers,
thus, banks have to constantly come
up with newer and better products. to

outde their rivals and acteeact or retain .-

customers.
Standard  Chartered Bank, for
instance, focuses on bringing customers
a well-diversified set of home loan
solutions, with products for first-time
buyers, upgraders, refinancers and
investors. “We see a strong interest in
SIBOR-linked packages as customers
can benefit from the current low incerest
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rate environment and enjoy full pricing
transparency,” says Mr Dennjs Khoo,
general manager of lending, Standard
Chartered Bank, Singapore. The bank’s
latest  innovation is MortgageOne
SIBOR, which is pegged to the 3-month
SIBOR irate and comes with 2 special
offsct feature that allows customers to
use the ifterest earned on their deposits
to reduce the interest payable on their
home loan. By paying less interest every
month, customers can now repay their
mortgage loan faster compared to a
traditional mortgage loan.

United Overseas Bank (UOB) takes
another approach to this problem by
locking in interest rates for the UQB
CLEAR package. It allows customers
to have fixed installments for a three-
year period, regardless of interest rate
movements. As a UOB spokesperson
explains, “If interest rates move up,
customers can be assured that their
monthly cashflow will not be disrupted.
If interest rates decline, customers can
pay off more of the principal amount.”

THINGS TO LOOK OUT

-FOR IN A MORTGAGE LOAN

Déspite the dtray of soodies offered

by banks; ‘there are still some factors :

to secure customers in this competitive

-environment. If you want to retain

Hexibility of making partial repayment
from time o time or to consider selling
your property within the next two to

three years then you sheild consider
packages with a shorter lock-in period.”

For customers who are servicing an
existing mortgage loan, they should also
review their loans regularly and access if
they are maximizing cheir loan benefic.
There mighr be times when refinancing
a loan might result in significant savings.

~SIBOR has dropped from over 3.5 per
cent 18 months ago to abouc 1.2 per cent
currently, this means that anyone who
has taken up a housing loan in the last
two years when interest rates were higher
are likely to be able to enjoy significant

interest savings if they refinance their

housing loans now,” explains Mr Ng._

which customers should take note of

when_signing up for a new morteape
loan scheme. Mr Dennis Ng, founder
of Independent Mortgage Consultancy
Portal www.Housingloan$SG.com
remarks, “Some banks are offering
fixed rate packages which comes with

2 longer lock-in period of four years

Mr Eddy Cheong, head of Risk
Management and Special Projects at

- Providend Pre Lid, feels that mortgage

customers are generally not  well-
served in Singapore, He said, “Within
the banks/financiers, there seems o
be a greater emphasis on getting new
businesses than customers’ retention.
Customers are. not assisted to maximise

_their loah-behéﬁf by switching over 1o

a beteer package. Instead customers who
stick on to their same loan package for
years may not be fairly rewarded for cheir
loyalty, This inevitably creates cthe role of
independent mortgage consultants who
are not tied to an individual financier
bur are free to source for the best deal
for the client.”

SMARTINVESTOR | NOVEMBER 2008 | 13



BANKING SUPPLEMENT 2008

Mortgage

“THE REFINANCING MARKET

RATE HAS DROPPED SIGNIFICANTLY,”

Mr Eddy Cheong, head of Risk Management and Speciat Projects at Providend Pte Lid

Mr Cheong went on to say that
refinancing customers should first check
with their current banks (including
financial institutions) on re-pricing or
conversion options (i.e. changing to a
better package within the same lender)
as this is the most hasgle-free approach
compared to switchiig\across banks.
However, he adds that nor all banks
allow their existing clients to take up
their promotional packages, in which
. case refinancing with another bank
- might be a better oprion.

INDUSTRY QUTLOOK FOR 2009

“The refinancing market would be the
driver for mortgage business this year
forward, as morrgage rate has dropped
significantly,” says Mr Cheong. This was

WOULD BE THE DRIVER FOR
MORIGAGE BUSINESS THIS YEAR FORWARD. AS MORTGAGE -

are over 10,000 properties which will

reach Temporary Occupation Permir
(TOP) status in 2009 and even more
in 2010. Most of these properries were

sold on the Deferred Payment Scheme
which is now abolished. As the majority

a_view shared by Mr Ng. He explains

of these homeowners have yet to apply

that homeowners who took up housing

for a housing loan, chere will be a surge

loans in 2006 and 2007 might see the

in _housing loan applications as the

penalry period of their loans expiring.

properties draw nearer to TOP status. it

This will lead to 2 jump in the volume

can thus be said that the outlook for the

of refinancing loans given the current

mortgage loan industry still looks rather

low interest rates. Furthermore, there

upbeat at this moment in time. 81

'MORTGAGE LOANS FOR OFFSHORE PROPERTY INVESTMENTS
. With a strengthening Singapore dollar, is it a'good-time to invest in properties abroad?
_‘-_The answer from m‘or_tgelagé. c(?.nsu_l_tar_i:ts.sg'e_ms t'p':bp_rder onthe negative.
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