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Dutch Mortgages: he window of
opportunity is still wide open for bank

Investors

In this article we would like to discuss the opportunity in the Dutch residential mortgage
market that is still open. Especially bank investors will find this article worthwhile to read,
as the average fixed rate period of new Dutch mortgage applications is currently in the

sweet spot for those type of investors.

» Since the start of 2022, as a result of the rapid rise in mortgage rates, Dutch consumers opted

for a much shorter fixed rate period

o Close to 80% of the mortgage applications have a maximum fixed rate term of 10 years

o The average fixed interest period of new mortgages loan applications hasn’t been this low

since 2016

 This shift in the weighted average maturity presents a unique opportunity for investors that

have a preference for the relative short maturity bucket, such as banks

A HISTORICAL SHIFT IN FIXED INTEREST RATE

PERIOD AND DURATION
As interest rates have risen since 2022, the

preferences of consumers and brokers with respect to
the fixed interest rate period has shifted significantly
too. Figure 1 below shows the market share of each
maturity bucket on a quarterly basis. In response to
the rapid increase in mortgage rates at the beginning
of 2022, consumers opted for a much shorter fixed
rate period. That explains the complete turnaround in
market share of the maturity buckets.
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Figure 1: Market Share per Matruity Bucket (Ex. Loan Porting)
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For example, in 2020 the market share of the 11-20
year maturity bucket was 60% and less than 25% for
the 6-10 year maturity bucket. In addition, sub 5 year
sector was hardly existent. Starting in 2022 and
beyond, this completely reversed. In the third quarter
of 2024 the market share of the sub 10 year maturity
bucket was 80% versus 15% for the 11-20 year sector
and around 5% for 21-30 year sector.

This shift in fixed rate preference can also be
visualized in terms of the average fixed interest
period of new mortgage loan applications. Figure 2
below illustrates the significant shift from 20 years in
2022 to 11 years in 2024. The current average fixed
rate period of around 11 years, hasn’t been this low
since 2016.

Figure 2: Average Fixed Interest Period New Mortgage Applications
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WHAT WILL CONSUMERS DO IN THE NEXT

FEW YEARS
Since the top in mortgage rates at the end of

2023, see the dark and light blue timeseries in figure
3
significant move, consumers haven’t opted for longer

rates have moved 100bp lower. Despite this

~

maturities. For example, as is clear from figure 1, the
market shares of all maturity buckets remained more
or less unchanged in 2024. To visualize the relation
between mortgage rates and the average fixed
interest period of new mortgage loan applications,
we combined the two variables in figure 3 below. Do
take note of the reverse order of the average fixed
interest period of new mortgage loan applications on

axis on the right hand side.

Figure 3: Mortgage Rates vs Average Fixed Interest Period New Mortgage
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The inverse relation and good fit is clear in figure
3. But, as mentioned early, despite the drop in
mortgage rates, the average fixed rate period has
not moved up yet in recent months. Given the
ECB trajectory to lower policy rates, further curve
normalization and lower rates across the curve
are expected. But what will consumers do and
also when? Although it’s hard to predict when
consumers will respond, it's a near certainty,
provided continuation of the downward
trajectory of interest rates, that consumers will
opt for longer maturities. The only remaining
question is when. For bank investors this is

something to take into consideration.
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WHAT ABOUT VOLUMES IN THE SUB 10

YEAR SECTOR
The increase in market shares of the 0-5 year and

6-10 year maturity buckets already revealed what
happened in terms of volumes. Figure 3 below
accentuates what it means in terms of volumes in
the sub 10 year. For example, in the first, second
and third quarter of 2024 the Dutch mortgage
application volume was respectively €14bn,
€15bn and €17bn. This compares with a total
application volume of €18bn, €20bn and €21bn
during the first, second and third quarter of 2024.

Figure 4: Mortgage Application Volume (Ex. Loan Porting)
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AN OPPORTUNITY FOR SHORT DURATION

INVESTORS
The magnitude and, more notably, the number of

consecutive interest rate increases observed in
2022 represents an uncommon occurrence. This
phenomenon is paralleled by a substantial
reduction in the average fixed interest period of
new mortgage loan applications. The low average
fixed interest period presents a significant
opportunity for bank investors. Furthermore,
there are no volume constraints, as the quarterly
issuance of up to €17 billion should suffice to
accommodate even the most substantial

investment mandates.
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FOR MORE INFORMATION GET IN TOUCH

@ For more insights and information about our For questions about this publication or

services, visit our website: www.dmpm.nl. 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.
m To stay up to date with our publications,
follow DMPM on LinkedIn.

DISCLAIMER

For Professional Investors Only

This document is exclusively intended for professional 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 unlawful. 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 nationality, 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 consequential 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 professional advice. Although the
authors consider the information to be reliable, it is provided without any warranty of accuracy, completeness, or timeliness.

Information Subject to Change
The content of this document is subject to modification 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 potential 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 document may be reproduced or published only when citing DMPM.

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

Affiliation
DMPM B.V. is a member of the Blauwtrust Groep.
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