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The Best Interest Duty (BID) for mortgage brokers came into effect
1 January 2021.

The Best Interest Duty and related obligations ensure that you
receive advice that meets your objectives, financial situation and
needs, and that we act in your best interests when providing this
advice'.

What does that really mean for you?

In short, it means that your mortgage broker (us!) must legally
comply with the BID to ensure that you secure the best home
loan product that is most appropriate for your situation.

It also means that not much will change for us because we have
always put our clients’interests first.

The Best Interest Duty guidelines state that while price will always
be a determining factor, in some cases the cheapest price may
not be the best outcome.

Some circumstances may mean that the benefits provided by
certain features might outweigh the importance of cost.

Some clients may have a strong preference for a loan feature that
may not be in their best interests. For example, someone may
insist on an interest only loan, when in our view it is not in their
best interest.

In this case, we are expected to make reasonable efforts to
explain why these features may not be appropriate or offer good
alternatives to help them make an informed decision.

Other home loan considerations where we will act in your best
interests include:

« When refinancing - "the consumer may benefit from being
made aware of any potentially minor cost savings associated
with refinancing, with an explanation of when the cost savings
would exceed the refinancing expenses.”

« Considering promotional offers - ‘any promotional offer
that is quantifiable will be considered as part of the cost of the
credit product... it is important to be aware of eligibility criteria,
exclusions and time limitations.”

« Comparing interest rates — for example a “fixed rate loan with
a substantial break fee could be detrimental to a consumer who
wants flexibility to refinance.”

« Deciding on account structure — ‘an offset account may not
be relevant to a consumer whose plans do not include repaying
additional amounts (and may be detrimental if there is an
additional cost for the feature).”

You will have the assurance that we must place your interests
ahead of our own as set out in the Conflict Priority Rule
guidelines. Conflict priority requires mortgage brokers to prioritise
the consumer’s interests in the event of a conflict of interest.

For example®
Linh and Zelda approach a mortgage broker for a home loan.

Based on the information provided, the broker sourced two very
similar loan products:



T AR NN
AR h
N .\\\\\\\:\\\\\\\\\\\\?\
RN,

Lender 1 - A home loan package with an offset account, but NO
annual fee.

Lender 2 - A home loan package with an offset account but

includes an annual fee of $149. CHAS E

The broker recommends to the client to proceed with Lender 1. finance

However, Lender 1 offers a higher commission to the broker than
lender 2 for the same size loan.

Chase Finance Pty Ltd
Kent Town SA 5067 Toorak VIC 3142
1300 137 045

Commentary

In prioritising the consumers’interests, it IS POSSIBLE that the interests
of the consumer and the broker align — even if the broker is paid more
commission. In this situation, the fact that there is an additional finance@chasefinance.com.au
benefit for the broker DOES NOT indicate that the broker did not www.chasefinance.com.au

prioritise Linh and Zelda’s interests.

If the situation was reversed, where Lender 2 offered the broker more
commission, AND the broker recommended Lender 2 over Lender 1,
then the Lender 2 product would be inconsistent with the conflict
priority rule, and therefore becomes a conflict of interest - thus not
operating in the best interests of the consumer and not legally
complying with BID.

Best Interest Duty does NOT apply to any lenders!

A lender may offer you products, but a mortgage broker
MUST act in your best interest.

Lenders have no legal obligation to act in your best interest, but
we do!

Looking for a home loan? Contact us today to see how we can
assist you.
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Disclaimer: This article provides general information only and has been prepared without taking into account your objectives, financial situation or needs. We recommend that you consider whether it is
appropriate for your circumstances. Your full financial situation will need to be reviewed prior to acceptance of any offer or product. It does not constitute legal, tax or financial advice and you should
always seek professional advice in relation to your individual circumstances. ©2021



