
 

 

Consultation paper CP87: Macro-prudential policy for 

residential mortgage lending - FAQ 

 

What did the Central Bank consult on in Consultation Paper CP87? 

The Central Bank consulted on proposals to: 

 Restrict new lending for principal dwelling houses (PDH) above 80 per cent LTV to no more 

than 15 per cent of the value of all new PDH loans;  

 Restrict new lending for PDHs above 3.5 times LTI to no more than 20 per cent of the value 

of all new PDH loans; and  

 Restrict new lending to buy-to-let above 70 per cent LTV to no more than 10 per cent of the 

value of all housing loans for investment purposes. 

Feedback on these proposals is currently being reviewed and the final measures may be different to 

the measures outlined above. 

 

What is the objective of the proposals? 

The primary objective of the proposed measures is to enhance resilience of the banking and 

household sectors to financial shocks and housing market developments.  A secondary objective is to 

reduce the risk of bank credit and housing price spirals from developing in future.   

 

Is this all being proposed to target house prices? 

The proposed measure is not designed to target house prices.  There is little indication at present of 

bank credit being an important driver of the recent increase in property prices, with the volume of 

new lending still very low.  

However, the introduction of precautionary measures will help ensure that the recovery of the 

property market is not destabilised by the re-emergence of a dangerous credit-driven price dynamic. 

  



Why is the Central Bank proposing to act now? 

We believe it is important that we take action at this stage to ensure borrowers and lenders can 

withstand potential economic or property market shocks in the future without financial distress. We 

believe that these measures are a standard part of a well regulated financial system and introducing 

these precautionary measures should contribute to a stable and well-functioning mortgage lending 

market.  

 

What is the purpose of putting these proposed measures through a consultation process? 

The Central Bank is committed to having clear, open and transparent engagement with stakeholders 

in fulfilling its financial regulation and supervisory objectives and, in particular, when introducing 

new codes, regulations, standards or guidelines. 

The aim of consultation is to have a structured engagement with interested parties in order to seek, 

receive, analyse and respond to feedback received and to build consensus where possible between 

all interested and affected parties on issues related to the implementation of the measures as 

outlined in the Consultation Paper, CP87. 

  

How many responses were received to the consultation paper? 

The level of interest in this consultation process has been very high and we welcome the input from 

the public and stakeholders.  We have received 157 responses in total, 110 from individuals and 

members of the public and 47 from industry groups, financial institutions and other interested 

parties.  

 

What will happen now that the consultation period has ended? 

The submissions received will be carefully considered and a feedback statement summarising the 

responses will be prepared and published when the regulations are finalised.  It is the policy of the 

Central Bank to publish all responses received.  Defamatory material will not be published.   

 

When will the measure be introduced? 

The submissions received will be carefully considered and we hope to be able to announce a 

finalised set of regulations shortly.  This will depend on the complexity of the responses received, 

but we want to shorten the period of uncertainty as much as possible. Accordingly, after making any 

appropriate refinements, we will move quickly to confirm the parameters of the final regulations. 

We would anticipate that the final measures will come into effect early in 2015. 

 


