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HEM REVIEW

Update on changes to the HEM
What’s happened

• The HEM quarterly update released on the 15th August incorporated four key
changes

• Two changes impacted the numbers
• Updating / changing the underlying data set
• Changes to some expense category allocations and calculations

• Two changes impacted how the HEM is used
• Simplified table structure
• Introduction of usage guidelines
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HEM REVIEW

Update on changes to the HEM
Some context / history

Pilot commissioned for potential replacement for the HPL

2010

Introduction of HEM and initial adoption. Tables plus “Full Cameo”

2011

1st Update (2003/4 to 2009/10 HES)

2012

Smoothing introduced

2013
2015
2016
2017

2018

Indexed income bands introduced
1st extension of income bands
Increased scrutiny, feedback and criticism; 2nd income band extension

2nd Update (2009/10 to 2015/16 HES)
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HEM REVIEW

Update on changes to the HEM
What’s happened

-

1. Updating the underlying data set to the 2015/16 HES
The HES (Household Expenditure Survey) is the
underlying data set
Refreshed every six years
Changes in spending patterns
2015/16 survey data made available in early 2018
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HEM REVIEW

Update on changes to the HEM
What’s happened

2. Changes to Allocations and Calculations
- Opportunity to make changes to reflect current lending
environment
- “Dialling back” the belt tightening
- Some shift from Discretionary to Absolute Basic
- Transport costs
- From “budget” calculation to use of HES numbers
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HEM REVIEW

Update on changes to the HEM
What’s happened

3. Simplified Table Structure
- Reduction in the # of ways that the HEM can be applied
- Removal of full cameo table
- Adoption of indexed income bands only
- Note: Per child accounting to be removed in 2019
- Objective is to ensure that for any given borrower, the
same HEM figure will be used by all lenders
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HEM REVIEW

Update on changes to the HEM
What’s happened

4. Introduction of Usage Guidelines
- Consistent with objective to “standardise” application of
the HEM
- The guidelines address
- “Grey areas” – previously open to interpretation
- Single applicants
- High income / multi dependent households
- Multiple households
- Income bands: calculation and selection
- Treatment of excluded categories
- Clarifications
- Excluded categories (note: these are now also
included in the standard update document
from the Melbourne Institute)
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HEM REVIEW

Update on changes to the HEM
Areas of likely impact

• Generally (but not always) higher
• Changes to how the HEM is applied
• Possible change of data source (table)
• Indexed income bands
• Application of usage guidelines (not mandatory)
• Changes to origination systems how / what data is collected
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Legal notice and disclaimer
- This presentation has been prepared by RFi Roundtables Pty Limited ACN 158 636 821 and its associated entities (“RFi”) and is provided to you subject to any agreement
signed by you relating to this presentation
- All information contained in this presentation (including this notice) (“Information”) is confidential. By receiving the Information you are deemed to agree that you will
hold the Information in strict confidence and keep it secret, and not reproduce, disclose or distribute the Information to any third party or publish the Information for any
purpose except as expressly permitted under the terms of subscription arrangements entered into, including compliance with RMRT Charter, a copy of which can be found
at RFiBeyond.com
- The obligations imposed upon you by this document are in addition to the obligations imposed upon you under any non-disclosure agreement or other agreement signed
by you relating to the Information. You agree not to modify or alter the Information in any way. If you are not the intended recipient you must not use or disclose the
information in this presentation in any way. If you received it in error, please tell us immediately by e-mail to support@rfiroundtables.com and delete the document. We
do not guarantee the integrity of any e-mails or attached files and are not responsible for any changes made to them by any other person.
- This Information shall not form the basis of any contract or commitment. No action should be taken on the basis of, or in reliance on, this presentation.
- Except as required by law, no representation or warranty, express or implied, is made as to the fairness, accuracy, completeness or correctness of the Information, opinions
and conclusions, or as to the reasonableness of any assumption contained in this presentation. By receiving this presentation and to the extent permitted by law, you
release RFi and its officers, employees, agents and associates from any liability (including, without limitation, in respect of direct, indirect or consequential loss or damage
or loss or damage arising by negligence) arising as a result of the reliance by you or any other person on anything contained in or omitted from this presentation.
- Any forward looking statements included in this presentation involve subjective judgment and analysis and are subject to significant uncertainties, risks and contingencies,
many of which are outside the control of, and are unknown to, RFi or its officers, employees, agents or associates. Actual future events may vary materially from any
forward looking statements and the assumptions on which those statements are based. Given these uncertainties, you are cautioned to not place undue reliance on any
such forward looking statements.
- Unless otherwise specified in any agreement to which this presentation relates, no responsibility is accepted by RFi or any of its officers, employees, agents or associates,
nor any other person, for any of the Information or for any action taken by you on the basis of the Information.
- RFI is not licenced to, has not and does not provide any financial advice or deal with any financial products or securities in the process of assisting in the compilation of this
Information. This Information does not constitute investment, legal, taxation, financial product or other advice and the presentation does not take into account your
investment objectives, financial situation or particular needs. You are responsible for forming your own opinions and conclusions on such matters and should make your
own independent assessment of the information and seek independent professional advice in relation to the Information and any action taken on the basis of the
Information. RFI does not make, adopt or endorse any recommendation in this document.
- Unless otherwise specified in any agreement to which this presentation relates, The “Intellectual Property Rights” (meaning any and all patents, rights in inventions, trade
marks, service marks, copyrights and related rights, database rights, moral rights, rights in designs, know-how and all or any other intellectual or industrial property rights
whether or not registered or capable of registration in any part of the world together with all or any goodwill relating to them) in this presentation and those created by the
creation of this presentation and any services to which this presentation relates, shall belong to RFi.
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