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Generally speaking, when approving mortgage loan applications,
banks will use a debt-servicing ratio (“DSR”) test and also perform
a “stress test” on the applicants in order to assess their repayment
ability. The DSR refers to the monthly repayment obligations of the
borrower as a percentage of monthly income. That said, due to the
different financial situations of the applicants, the amount of mortgage
loans being granted may not be the same even if they purchase the
same property.

Licensees should note that the DSR and the result of the stress test
are only two of the factors affecting the amount of mortgage loan
being granted. In addition, as the Hong Kong Monetary Authority
might introduce new supervisory measures on property mortgages
in response to the market conditions, licensees should pay attention
to and be fully conversant with the measures and provide accurate
information to their clients in a responsible manner. In fact, licensees
should refrain from making any misrepresentation and advise
prospective purchasers to seek advice directly from the banks and
financial institutions on the terms and conditions of the mortgage loan.

Furthermore, licensees should bear in mind that according to the
Practice Circular (No. 13-04(CR)) issued by the EAA, licensees must
not make any statement to assure prospective purchasers that
they will successfully obtain a mortgage loan or the desired terms
to finance their purchase. There were cases in the past in which
licensees had assured prospective purchasers that a certain amount
of mortgage loan could be obtained but in the end only a lesser
amount of mortgage loan was approved and the purchasers could
not complete the transaction. It led to complaints by the purchasers
and the licensees were disciplined by the EAA.
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