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# Understanding Borrowing Capacity in Sydney

#### By Mary Nebotakis, Managing Director, Natloans, B. Eco, Dip. Financial Services

Sydney borrowing capacity tends to feel like a ceiling. Many applicants arrive at a first conversation
already doing the arithmetic, working backwards from a rough price range, a deposit figure, and a
vague sense of what they can comfortably pay each month. But working this way means the numbers
often don’t line up the way they’d hoped.

That’s not unusual. And it doesn’t always mean the path forward is blocked.

Borrowing capacity in Sydney isn’t a fixed figure. It shifts depending on how your application is
structured, which debts are included in the assessment, and whether you’ve worked through the
trade-offs before you apply.

## Approval and Comfort Are Different Things

Lenders calculate a maximum figure. It’s the most they’ll lend given your income, existing debts, and
estimated living costs. Generally with a buffer added on top to account for rate movements.

But that maximum isn’t a recommendation.

You might be approved for a loan that leaves your monthly budget tight. Or you might be approved for
less than you hoped, which changes the options in front of you. Neither outcome is wrong on its own.
What helps immeasurably is understanding the difference before you commit, rather than after the
paperwork is in.

A comfortable loan is one where the home loan repayments fit your actual life, not just the income
figure on your tax return. The gap between what a lender will approve and what works for you day to



day is worth thinking about clearly.

## The Trade-Offs Worth Thinking Through

There are a handful of variables that tend to shift what a Sydney borrower can get approved for, and
how that approval feels to live with.

Deposit size affects more than your loan-to-value ratio. A larger deposit can reduce home loan
repayments, remove the need for lenders mortgage insurance, and expand which lenders are available
to you. The trade-off is time. Saving for longer means applying when your circumstances—and
rates—may look different.

Existing debts are assessed by lenders even when balances are small. A car loan, a credit card with a
high limit (not balance), or a buy-now-pay-later account can all reduce how much you’re approved for,
even if you manage them easily. Clearing or closing some of these before you apply can improve the
result, but it requires planning ahead.

Loan structure and term also change the shape of an assessment. Principal and interest or
interest-only, fixed or variable, and the length of the loan term; each choice affects the repayment figure
a lender runs against your income.

Your own buffer is something lenders set, but you can set one too. Some borrowers choose to take on
$30,000–$50,000 less than their assessed maximum. That might mean a smaller property or a longer
savings stretch. But the extra space in the budget is worth more than the extra capacity on paper.

These are the questions worth working through before you talk to anyone. Because arriving with your
priorities clear makes that conversation much more useful.

## Getting Your Inputs in Order

Most borrowers arrive at a first broker conversation with a rough salary figure and a broad idea of what
they’d like to spend. That’s a reasonable starting point. But the sharper your inputs, the quicker you
reach a realistic picture.

Before you apply (or even before your first conversation with a Sydney finance broker) it helps to pull
together:

Your two most recent payslips and last tax return (or, if you’re self-employed, two years of financials)

A full list of current debts, credit cards, and any BNPL accounts. Include the limits, not just the balances

Three to six months of bank statements

A rough estimate of your actual monthly living costs, not just the main items

That last one tends to catch people out. Lenders use a benchmark figure for living expenses, but your
real spending may sit above or below it. A broker can show you how your numbers compare and what
that means for your assessment.

If you’d like to run some rough numbers before your conversation, the repayments calculator can give
you a useful starting point.

## What a Sydney Finance Broker Does With Your Numbers

A Sydney finance broker doesn’t just find a lender. They compare how different lenders assess the
same application. And those assessments can vary more than you might expect.

Two lenders looking at identical income and debt figures can return borrowing estimates that differ by
$80,000 or more. That’s not an error. It simply reflects different lending policies, different risk settings,
and different ways of calculating living expense benchmarks



A broker maps that variation. They can also help you understand whether specific changes to your
position, like paying down a debt, adjusting your deposit, or changing the loan term, would meaningfully
shift the result with particular lenders.

The approach is broadly the same whether you’re working with a Sydney finance broker, a Melbourne
finance broker, or a Brisbane finance broker. Lender preferences and policies do vary by city, but a
broker will know where to look.

If your borrowing capacity in Sydney feels unclear, the most useful thing you can do is bring your
figures and have someone map them properly. You don’t need to be close to applying. You just need to
know where you stand, what would strengthen your position, and in what order to do things.

Book a free consultation with the Natloans Sydney team and we’ll work through the numbers with you.

## Frequently Asked Questions

### How do lenders assess living expenses in Sydney?

Most lenders use a benchmark figure based on household size. In some cases, your actual declared
spending is higher than the benchmark, and the lender uses whichever is greater. A broker can show
you how your figures compare before you apply, so there are no surprises in the assessment.

### Can I improve my borrowing capacity before I formally apply?

Often, yes. Closing unused credit card limits, paying down small debts, or waiting for a car loan to clear
can all improve what a lender will assess you for. The changes need to be in place before the
application is submitted.

### Does working with a finance broker cost me anything?

Natloans acts as a finance broker and may receive a commission from lenders. In most cases there is
no direct cost to the borrower. We’re happy to explain how this works at any point; just ask.

### Is it worth getting a pre-approval before I start looking at properties?

A pre-approval gives you a working estimate of your borrowing capacity and shows sellers and agents
you’re a serious buyer. It’s not a guarantee of final approval, but it’s a useful early step. Particularly in a
city where properties move quickly.
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