MORTGAGE MARKET

Increasingly more strict borrowing
capacity rules in the Netherlands
create lower Lils for newly originated
mortgages

Newly originated portfolios have lower Ltls than existing ones, providing possibilities
for a solid and diversified exposure to the market. This article highlights the impact
and strategic opportunities.

* In the last two decades we've seen that Ltls have shown a consistent trend

towards austerity

This results in a decrease in the maximum loan principal that can be borrowed

« Therefore, the year of origination of mortgages correlates directly with Ltls

+ The current mortgage landscape in 2025 presents reduced Ltls for investors,
marking a historically favorable period for mortgage-related activities in the
Dutch market

In The Netherlands the affordability test for
mortgages is prescribed by law. The criteria for

responsible lending are determined by the Roy van den Hatert
government in collaboration with the National Portfolio Manager DMPM
Institute for Family Finance (Nibud). This body
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predominantly dictates the determination of M +31 (0)6 55 01 01 13 w
the borrowing capacity by the annual update of

the so-called “housing quotes”. These quotes
are determined based on the development of
borrower’s purchasing power, creating a matrix
that consists of income categories and interest
rates with corresponding maximum percentages
of the qualifying income that can be allocated to
mortgage payments.
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Below an example of an affordability test in 2025:

2025

Income 1 € 50,000
Income 2 € 25,000
Qualifying income € 75,000
Interest rate 3.5%
Housing quote 24.0%

Max yearly income towards mortgage
(qualifying income x housing quote) € 18,000

Max sum available for mortgage
(30 year term) € 540,000

Max mortgage after turning

max sum into annuity €334,042.48

The monthly mortgage payments are calculated
on an annuity basis, even if the redemption type
of the mortgage is interest-only. In the calculation
of the mortgage payments the applicable
mortgage rate is used unless the fixed interest
term is shorter than 10 years, in which case a
predefined calculation rate is used (currently 5.0%,
much higher than the current market rate for 10Y
fixed mortgages). In this way security is created
that the consumer is able to adapt to fluctuating
interest rates on the short term. This is one of
the main reasons why arrears in the Netherlands
remain relatively low.

Loan-to-Income Ratio Trends

The loan-to-income ratios (Ltls) have shown a
consistent trend towards austerity. In 2015,
someone with an income of 35,000 euros could
still spend 25% of their gross income on their
mortgage; in 2025, this percentage is only
22.5% (at an interest rate of 3%). Due to this
deterioration of the Ltls, the maximum mortgage
for any given income also decreases.
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Over the past two decades, there has been a
significant decline in maximum loan amounts
relative to income, with higher income segments
experiencing the most significant reductions.
One of the reasons for this decline lies in the fact
that the Dutch government has reduced the tax
deductibility options for borrowers since 2012.
As a result we observe that the maximum loan
amount decreased, especially for the higher
income segments, which have been impacted
most by the measures implemented.

Single vs Dual-Income Households

Above, we have shown the developments for
single-income households. We see a similar trend
for dual-income households: just as with single-
income households, we see a decrease in the
maximum loan principal that can be borrowed.
However, we see a flatter course here, which
has to do with the qualifying and gross income
mentioned earlier. Policy regarding the qualifying
income for dual-income households has changed
over the last two decades:

¢ Pre-2011: Second income not considered in
mortgage calculations

¢ 2011-2023: Gradual inclusion of second
income

+ Post-2023: Full consideration of both incomes

Despite increased borrowing potential for dual-in-
come households, the overall trend of reduced
Ltls has prevailed. Since 2023 the maximum bor-
rowing capacity calculation is equal for single and
dual-income households.
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Figure 1: Max loan amount versus consumer income
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Implications for Investors

The year of mortgage origination directly
correlates with maximum Ltls as data on the
qualifying income are not periodically updated :

+ 2006-originated mortgages carry inherently
higher Ltls

« 2025-originated mortgages benefit from
historically low Ltls

The decline in maximum loan amount influences
investors in the Dutch mortgage market. The year
of origination of the mortgages in the portfolio
directly correlates with Ltls. Mortgages originated
in 2006 inherently have a higher average Ltl than
mortgages from 2025. The Ltls in 2025 are at a
historic low, ensuring that these are ideal
conditions to get exposure to mortgages using
a mortgage origination strategy. Ramping up a
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new portfolio creates a portfolio with lower Ltls
than investing in Dutch mortgages through the
purchase of an existing mortgage portfolio. If an
originator already has exposure to NL mortgages
a new ramp-up or replenishment results in
diversification in the asset class also with respect
to the Ltls.

Consequences for investments in mortgage
portfolios:

* The ramp-up of a new mortgage portfolio
generates lower Ltls compared to the purchase
of an existing portfolio

* Replenishment of a portfolio creates
diversification of the Ltls

The current mortgage landscape in 2025 presents
reduced Ltls for investors, marking a historically
favorable period for mortgage-related activities in
the Dutch market.
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For more information

&

For more insights and information about our
services, visit our website: www.dmpm.nl

To stay up to date with our publications,

Get in touch

For questions about this publication

or about our services, feel free to reach
out to the authors of this article or to
info@dmpm.nl or +31(0)10 242 2400.

follow DMPM on LinkedIn

Disclaimer

For professional investors only

This document is exclusively intended for profes-
sional investors as defined under the laws and
regulations that apply to the recipient and user of
this document. It must not be distributed to or used
by any person or entity in any jurisdiction or country
where such distribution or use would be unlaw-

ful. This document is not intended for use by any
person in any jurisdiction where such publication or
availability is prohibited due to the person’s nation-
ality, residence, or other reasons.

No liability for damages

DMPM is not liable for any loss or damage arising
from the use of this document, including but not
limited to direct, indirect, incidental, or consequen-
tial damages.

Opinions, not facts

The information contained in this document
represents the views of the authors and should not
be interpreted as factual statements or profes-
sional advice. Although the authors consider the
information to be reliable, it is provided without any
warranty of accuracy, completeness, or timeliness.
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Information subject to change
The content of this document is subject to modifica-
tion without prior notice.

No obligation to update
DMPM is not obligated to update the information
contained in this document.

No investment advice

This document aims to offer professional investors
insights into the expertise of DMPM and does not
serve as investment advice. Nothing within should
be regarded as a solicitation or offer to buy or sell
any financial instruments. The information provided
does not constitute financial, legal, accounting, or
tax advice.

No consideration of individual needs

The information contained herein does not account
for the investment objectives, specific needs, or
financial circumstances of any individual. It should
not be considered a complete statement on any
matter and should not be relied upon as such. Any
reliance on the information is at the sole risk of the
recipient.

Past performance and risks

Past performance is not a reliable indicator of future
results. Investments carry risks, including the po-
tential loss of principal. Mortgage-backed securities
may be sensitive to interest rate changes, subject to
early repayment risks. There is no guarantee that
the guarantor will fulfill its obligations, regardless

of the presence of other garantors, be they private
or public.

Intellectual property rights

All rights to the information in this document are
and will remain the property of DMPM. This docu-
ment may be reproduced or published only when
citing DMPM.

Acceptance of terms
By accessing this document, you agree to the terms
described above.
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