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POSSIBLE RISKS 
  

 

1. BORROWER RISK 

 Your investment interest is being paid from the interest that a borrower is paying on their loan.  

 If a borrower is unable to meet their interest payments, we do have the property security to fall back on 
(not only for the principal that is owed, but also for all outstanding Interest and Costs)  

2. VALUATION RISK 

 We consider the value of a property as part of our assessment. However placing a value on a property is 
not an exact science. It is simply just one person’s opinion of value on any given day, depending on the 
circumstances applicable at that time.  

 Valuers and Real Estate Agents are more qualified to have an opinion, and certainly have access to far 
more data and trends. 

 We look at individual properties where values could conceivably be influenced by more local factors (for 
example if a proposed motorway is going through the backyard of the property).  

 This is another good reason why we don’t just rely on one agent or one valuer’s report – we always go 
and have a look at the property 

3. INTEREST RATE RISK 

 Presently interest rates are stable, and by historical standards, low.  But this will not always be the case, 
and you need to consider if you will be happy with the interest rate that you are locking into when you 
select the loan to invest in. 

 If you want to be re-paid out of your loan early, and investment interest rates have risen, this may be 
more difficult for you (and us) to find an investor to replace you; 

4. COMPLIANCE RISK 

 All lenders are obliged to follow specific legislation when dealing with borrowers.  

 To mitigate this, we have extensive policies governing all stages of the lending process which our lawyers 
help us with  

 We have been lending for over 20 years so have vast experience to call on 

 There are a lot of compliance reports and filings that we have to undertake with various Government 
Agencies. 
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5. INSURANCE RISK 

 When a loan is made to the borrower, Property Funding ensures that there is insurance cover in place.  

 However, an insurer may decline a claim under certain circumstances such as: 

 Inaccurate disclosure by the Borrower 

 Non-payment of premium by the Borrower 

 Intentional damage by the Borrower 

 Some insurers will allow Property Funding an opportunity to pay the insurance premium where the 
borrower has failed to do so 

 Where we pay the insurance premium, then this will be added to the loan and will be refunded to us 
when the loan is repaid. 

6. RATES RISK 

 Initially we contact the borrower to arrange payment, but at times we will be obliged to make these 
payments, with the cost added to the loan.   

 Where Property Funding has paid these rates, then Property Funding Limited will be refunded these 
amounts when the loan is repaid 
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