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Proposal for new rules regarding mortgage amortisation 
requirements 

Summary 

On 11 March 2015 Finansinspektionen submitted for consultation a proposal 
for new regulations regarding amortisation requirements for loans 
collateralised by homes (mortgages). Because some consulted bodies 
questioned whether Finansinspektionen was authorised to issue such 
regulations, Finansinspektionen determined that the legal status was uncertain, 
and that Finansinspektionen’s authorisation needed to be clarified. Therefore, 
Finansinspektionen decided to put the further regulatory work on hold. On 10 
December 2015 the Government referred a proposal regarding amortisation 
requirements for consultation to the Council on Legislation (the proposal 
referred to the Council on Legislation). Therein, a new provision regarding 
mortgage amortisation requirements is proposed, and a new authorisation for 
the Government or the authority designated by the Government to issue 
regulations containing the more detailed regulation of the amortisation 
requirement. On 17 December 2015, the Council on Legislation issued its 
opinion on the proposal. The Council on Legislation found that the proposed 
authorisation does not conflict with the provisions of the Instrument of 
Government. 
 
In light thereof, Finansinspektionen hereby submits for consultation a new 
proposal for new regulations regarding mortgage amortisation requirements. 
The proposal is based on that submitted for consultation by Finansinspektionen 
on 11 March 2015. However, certain amendments have been made to the 
proposal, mainly due to that which is set out in the proposal referred to the 
Council on Legislation, but also due to opinions of consulted bodies received 
by Finansinspektionen in the spring of 2015. Like before, the proposal covers 
mortgages granted by credit institutions, i.e. banks and credit market 
companies (ʻmortgage firmsʼ). Mortgages granted by foreign firms operating in 
Sweden are also covered. The new legal provision regarding amortisation 
requirements is proposed to enter into force on 1 May 2016. According to the 
proposal referred to the Council on Legislation, it is proposed that 
Finansinspektionen shall obtain the consent of the Government prior to 
deciding on new regulations. In light thereof, the new regulations are proposed 
to apply as of 1 June 2016. Finansinspektionen’s proposal requires the 
proposed legal provision and authorisation to be decided by Swedish 
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Parliament. Furthermore, it is required that the Government decides that 
Finansinspektionen shall be able to issue regulations regarding which measures 
a mortgage firm shall take to fulfil the new legal provision regarding 
amortisation requirements.  
 
Mortgages serve an important function in the economy by enabling households 
to acquire a home and use their future income to pay off the loan. Hence, 
households do not have to save for the entire expense of a home before 
acquiring it. However, household indebtedness, which largely comprises 
mortgages, poses a threat to the Swedish economy. International research 
suggests that households with a relatively high loan-to-value ratio (LTV) are 
more inclined to significantly change their consumption behaviour in the event 
of economic shocks, which in turn can create and aggravate economic 
downturns. This is because such households may be sensitive to shocks, such 
as higher interest rates, a drop in house prices or loss of income. A rising share 
of new mortgage holders in Sweden take out mortgages that exceed 50 % of 
the value of the home (the ratio between the household’s mortgage and the 
value of the home is called the “loan-to-value ratio” (LTV) herein). At the 
same time, interest-only mortgages are common for those with LTVs of 
between 50 and 70 %. Finansinspektionen therefore considers that the 
macroeconomic risks associated with household indebtedness are currently 
escalating. Increased mortgage amortisation will ensure that these relatively 
highly leveraged households reduce their leverage over time, thereby reducing 
the risks. 
 
It is therefore crucial to ensure that mortgages are amortised at an appropriate 
rate and to an appropriate extent. The proposed provision prescribes that 
mortgage firms shall apply terms which, as regards loan repayment, are 
consistent with a healthy amortisation culture and which do not contribute to 
excessive household indebtedness. This is a matter of general principles which, 
when preparing regulations regarding the amortisation requirement, must be 
pinpointed. Finansinspektionen considers that the greatest risks are posed by 
households with debts exceeding 50 % of the homeʼs value. 
Finansinspektionen therefore proposes that new mortgages exceeding 50 % of 
a homeʼs value should be subject to an amortisation requirement. ‘New 
mortgages’ means loans collateralised by a home in Sweden after the proposed 
regulations have started to apply.  
 
As the risks increase in line with the household’s LTV, there is justification for 
structuring the amortisation requirement progressively to allow the 
amortisation rate to be reduced when the household reaches a slightly lower 
level of leverage. According to the proposal, new mortgages exceeding 70 % of 
the homeʼs value are to be amortised by at least 2 % (of the total mortgage) 
annually, and by at least 1 % (of the total mortgage) annually when loans 
amount to between 50 % and 70 % of the homeʼs value. The valuation of the 
home shall be based on the market value. However, a continuous market 
valuation may run the risk of the regulation having procyclical effects, i.e. that 
the regulation amplifies cyclical and market fluctuations because amortisation 
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decreases when house prices rise, and increases when house prices fall. To 
reduce this risk, it is proposed that homes should not be revalued more than 
every five years. However, it shall also be possible to perform a revaluation in 
the event of there having occurred a considerable value change that is not 
attributable to the general price progression on the housing market, such as an 
increase in value owing to extensive renovation or conversion, or extension of 
the home. 
 
For several reasons it is necessary to be able to make exemptions from the 
amortisation requirement in certain situations. Finansinspektionen therefore 
proposes to allow mortgage firms to permit mortgage holders not to amortise 
for a limited period if there are special grounds. Typical situations in which 
exemptions might be granted include unemployment, sickness or a death in the 
family. However, other circumstances may also constitute special grounds. 
Furthermore, it is proposed that mortgages granted for the acquisition of newly 
constructed homes may be exempted from the amortisation requirement. 
 
In Finansinspektionen’s opinion, the proposal ensures that mortgage firms, 
when granting loans, will apply terms which, as regards loan repayment, are 
consistent with a healthy amortisation culture and do not contribute to 
excessive household indebtedness. 
 
The requirement will have certain consequences for the firms concerned, such 
as certain costs for adapting procedures and internal systems and for training 
staff. The requirement may also have consequences for society and 
Finansinspektionenʼs activities. None of these consequences are considered to 
be so significant that the proposed regulation should not be introduced. 
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1 Mortgage amortisation requirement 

1.1 Risks associated with household indebtedness 

1.1.1  Risks in general 
An international and historical comparison shows that the indebtedness of 
Swedish households – calculated as loans in relation to disposable income – is 
high. Highly indebted households may pose a risk, both to financial stability 
and the Swedish economy as a whole. If households cannot repay their debts, 
the firms granting loans to households, primarily banks and credit market 
companies (‘mortgages firms’), incur losses which may jeopardise financial 
stability. However, Finansinspektionen considers that the vast majority of 
households with loans collateralised by homes (‘mortgages’) have sound 
resilience to economic shocks. Furthermore, Swedish borrowers compared 
with, for example, those in the United States have a far-reaching payment 
liability for their mortgages. On the whole, the risk of households not 
managing to pay their mortgages, and loan-granting firms suffering substantial 
credit losses, is thereby currently limited.  
 
However, the mandate of Finansinspektionen also includes counteracting 
financial imbalances in order to stabilise the credit market.1 Imbalances in the 
credit market can cause major fluctuations in the economy, which in turn may 
result in significant socioeconomic costs. Such imbalances may not only 
increase the risk of significant adjustments in asset prices (for example a drop 
in house prices), but also the risk of households drastically cutting down their 
consumption of goods and services.  
 
In the latest financial crisis, increasing indebtedness and surging house prices 
aggravated the economic downturn in countries such as Spain, Ireland, the 
United States, Denmark, the UK and the Netherlands. International research 
indicates that it is mainly relatively highly leveraged households that are 
sensitive, and that such households can reduce their consumption drastically in 
the event of shocks.2 For example, Andersen et al.  (2014) show that, in the last 
economic downturn, Danish households with LTVs (in this context this refers 
to the ratio between the householdʼs mortgage and the homeʼs value) of more 
than 40 % reduced their consumption significantly more than lower-leveraged 
households. 
 
There are several potential reasons for why relatively highly leveraged 
households have proven to be more sensitive and reacted more strongly than 
lower-leveraged households. Firstly, some of the highly leveraged households 

                                                 
1 See Finansinspektionen’s Instructions Ordinance (2009:93). See also Finansinspektionen’s 
Memorandum ‘Finansinspektionen and Financial Stability’, Ref. 14-16747. 
2 See e.g. Dynan (2012) “Is a Household Debt Overhang Holding Back Consumption?”, 
Brookings Papers on Economic Activity, Andersen et al (2014) “Household debt and 
consumption during the financial crises”, WP 89, Danmarks Nationalbank, and Bunn and 
Rostom (2014), “Household Debt and Spending”, Bank of England Quarterly Bulletin 2014:3. 
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may have had unduly optimistic expectations of house price trends and 
therefore, based on their future income, saved too little and consumed too 
much before house prices fell. When their house price expectations do not 
transpire, such households decide instead to allocate more of their income to 
savings, for example by amortising their debts. Secondly, there may also have 
been highly leveraged households that had saved a great deal, but had chosen 
to put their savings into financial assets instead, such as shares and investment 
funds instead of amortising, and thereby increased their total assets instead of 
reducing their debts. As the value of financial assets tends to fall in the event of 
significant economic downturns, the wealth of households with extensive 
financial assets is affected more than households that chose to save by 
amortising their debts. Thirdly, it is common for unemployment to rise during 
major economic downturns, which means lower income for those affected. 
Unlike lower-leveraged households, highly leveraged households can be more 
sensitive to a loss of income and therefore forced to make major adjustments in 
such situations.  
 
When a large number of households simultaneously cut down on their 
consumption,  this has a major impact on the general economic trend. 
Consequently there is a risk that the overall behaviour of individual households 
will contribute to creating or aggravating an economic downturn. This means 
that there is a risk of socioeconomic costs that are often greater than the risk 
perceived by individual households. As individual households do not consider 
socioeconomic risks when they take on debt, an ‘externality’ arises in the form 
of a risk to the national economy. 
 
House prices and household indebtedness have soared in Sweden since the 
mid-1990s, while a historical comparison shows that the mortgage interest paid 
by households has been, and is, low. There is consequently a risk that certain 
households have unduly optimistic expectations about future house prices and 
interest-rate levels. Finansinspektionen sees a risk of vulnerabilities building up 
despite there largely being structural explanations for the higher aggregated 
level of indebtedness, primarily the fact that more households own their own 
home instead of renting one. If house prices and indebtedness continue to rise, 
risks might escalate further. 
 
Based on the international experience, Finansinspektionen considers that the 
risks are primarily associated with relatively highly leveraged households. It is 
difficult to pinpoint the limit between a highly leveraged household and a 
lower-leveraged one. It transpired in Denmark that households were more 
sensitive if they had an LTV of more than 40 %. At the same time, households 
in Sweden save more than they did in Denmark before the crisis. This suggests 
that the limit between a highly leveraged household and a lower-leveraged one 
is probably slightly higher in Sweden. Finansinspektionen considers that the 
macroeconomic risks are higher for households with mortgages that exceed 
50 % of the homeʼs value. This group of households is currently increasing, 
while less than half of households with LTVs of between 50 % and 70 % 
amortise (see section 1.3.2).  
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1.1.2  Previous measures to manage the risks of household indebtedness were 
insufficient 
Finansinspektionen has previously taken several measures to manage the risks 
associated with household indebtedness. Since 2010, for example, 
Finansinspektionen has introduced a ‘mortgage cap’, increased capital 
requirements for mortgages and produced, as commissioned by the 
Government, a proposal for individually tailored amortisation plans. These 
measures have not sufficiently reduced the macroeconomic risks associated 
with household indebtedness. 
 
The mortgage cap 
Finansinspektionen decided to introduce a ‘mortgage cap’ in 2010.3 The 
mortgage cap means that a firm that grants loans collateralised by a home 
should limit this credit so that the LTV for the home does not exceed 85 % of 
its market value. The objective of the mortgage cap when it was introduced 
was, and still is today, to counteract unhealthy lending practices in the 
mortgage market and thereby reduce risks for individual borrowers. The aim of 
the regulation is also to reduce the proportion of highly leveraged households. 
A development in which mortgage firms use high LTVs as a competitive tool 
may create unacceptable risks for consumers and erode confidence in the credit 
market. Such a development is not considered to be consistent with the sound 
business practice requirement embodied in the ʻsound business practice ruleʼ 
contained in Chapter 6, section 4 of the Banking and Financing Business Act 
(2004:297 – the BFA).  
 
Finansinspektionen has regularly investigated the degree to which mortgage 
firms comply with the mortgage cap, and can conclude that compliance is 
satisfactory. Finansinspektionenʼs latest annual mortgage survey (published in 
April 2015) confirmed that the mortgage cap continues to function. Few 
households take out loans above this cap (i.e. more than 85 % of the market 
value), while households that take out high mortgages amortise more. The 
survey also showed that virtually all households leveraged above the mortgage 
cap are amortising.4 Therefore, Finansinspektionen considers that the mortgage 
cap has had a dampening effect on the previous trend of rising LTVs, while at 
the same time the proportion of new borrowers with very high LTVs 
decreased.5 International evaluations also show that measures like the mortgage 
cap generally appear to have a dampening effect on indebtedness.6 
 

                                                 
3 Finansinspektionen’s general guidelines (FFFS 2010:2) regarding limitations to the size of 
loans collateralised by homes. 
4 Unsecured loans are included in the LTV calculations for the mortgage survey. Consequently, 
the fact that certain households have an LTV exceeding 85% does not mean that borrowers are 
not complying with the general guidelines for the mortgage cap.  
5 See Finansinspektionen’s report ‘The Swedish Mortgage Market 2015’, 14 April 2015.  
6 See Kuttner and Shim (2013) ‘Can non-interest rate policies stabilise housing markets? 
Evidence from a panel of 57 economies’, BIS Working Papers No. 433.  
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The mortgage cap is primarily targeted at the economic risks for individual 
households. Although the mortgage cap generally means that households have 
a certain buffer against falling house prices, it does not mean that households 
reduce their leverage over time. The mortgage cap therefore only provides 
limited protection against households significantly changing their consumption 
behaviour in the event of economic shocks. Therefore the measure has not 
sufficiently curbed the risks that relatively highly leveraged households pose to 
macroeconomic stability.  
 
Individually tailored amortisation plans 
Finansinspektionen published a report entitled ‘Individually tailored 
amortisation plans’ on 14 October 2013.7 This occurred in light of 
Finansinspektionen having been commissioned by the Government to 
strengthen the foundation of a healthy amortisation culture and investigate the 
conditions for appropriate regulation that would require mortgage firms to 
provide proposals for an individually tailored amortisation plan to new 
mortgage customers or existing customers wishing to increase their loans.  
 
Finansinspektionen proposed that mortgage firms should provide, and justify to 
consumers, an individually tailored amortisation plan in light of the high 
indebtedness of households and the mandate from the Government. The 
purpose was to increase consumer awareness of and knowledge about the 
importance of amortisation, and hence promote sound, stable financial markets.  
 
Finansinspektionenʼs proposal means that mortgage firms should discuss 
alternative amortisation plans with customers. A firm should use simple 
calculations to demonstrate how amortisation affects household finances. The 
firm should finally propose an amortisation plan and justify the way in which 
this would be in the best long-term interests of the customer. According to the 
proposal, the consumer should actively decide whether to accept or reject the 
plan. However, the proposal does not include a mandatory requirement for 
customers to amortise their mortgages. 
 
Finansinspektionen made the assessment in the report that the Consumer Credit 
Act (2010:1846) needed to be amended before the proposal could be 
implemented in Finansinspektionenʼs regulations. Such an amendment has 
been proposed in the report “Strengthened consumer protection on the 
mortgage market” (SOU 2015:40). In the report, it is also proposed that lenders 
be subject to a new regulatory requirement to issue a proposal for an 
individually tailored amortisation plan. The amortisation plan shall be in the 
long-term interest of the consumer. Preparatory work for the report is in 
progress, and it remains to be seen when the proposals can come into effect.  
 
Individually tailored amortisation plans are already in use, because the Swedish 
Bankers’ Association has, since 1 July 2014, recommended that its members 
provide all new mortgage customers with one. Although the Swedish Bankersʼ 

                                                 
7 See Finansinspektionen’s report ‘Individually tailored amortisation plans’, Ref. 13-8919. 
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Association’s recommendation to its members concerning individually tailored 
amortisation plans remains in place, the Association has withdrawn its general 
recommendation for mortgage firms to ensure that mortgages are amortised 
down to a certain LTV (read more about this in section 1.4). In light of this, 
Finansinspektionen finds that neither the Swedish Bankers’ Association’s 
recommendation concerning individually tailored amortisation plans nor the 
proposed regulatory requirement for such plans suffice to ensure a reduction in 
the macroeconomic risks associated with household indebtedness. However, 
individually tailored amortisation plans can function well by giving borrowers 
better fundamentals for deciding whether, and by how much, they want to 
amortise their mortgage. 
 
Increased capital requirements for mortgages 
Finansinspektionen introduced a 15 % risk weight floor for mortgages in 2013 
to ensure that the mortgage firms’ internal models for calculating capital 
requirements do not underestimate the credit risk in the mortgage portfolios. 
This risk weight floor was increased from 15 % to 25 % in 2014 to also take 
account of the systemic risks posed by mortgages. In addition 
Finansinspektionen introduced higher overall capital and buffer requirements. 
The latest measure was that Finansinspektionen, on 22 June 2015, decided to 
increase the countercyclical capital buffer rate to 1.5 %. This buffer rate shall 
be applied as of 27 June 2016. 
 
The capital requirements that Finansinspektionen imposes on the mortgage 
firms shall ensure that they have sufficient capital to cope with shocks. 
However, their effect on the progression of household indebtedness is limited 
and thus does not sufficiently curb the macroeconomic risks posed by 
relatively highly leveraged households.  
 
1.1.3  Conclusion 
Imbalances in the credit market may cause major fluctuations in the economy 
which are associated with significant socioeconomic costs. When a large 
number of households simultaneously cut down on their consumption, this has 
a major impact on general economic growth. Consequently there is a risk that 
the behaviour of individual households will, combined, contribute to creating 
and aggravating an economic downturn. Finansinspektionen is of the opinion 
that the macroeconomic risks are greatest for households with an LTV 
exceeding 50 %. This group of households is currently growing, while fewer 
than half of households with LTVs of between 50 % and 70 % amortise. A 
continued rise in house prices and indebtedness may mean a further increase in 
the risks.  
 
Finansinspektionen has already been commissioned to work to promote a 
stable financial system featuring a high level of confidence. The authority has 
also been given an extended mandate to take measures to counteract financial 
imbalances in order to stabilise the credit market. Finansinspektionen’s 
analysis of the effects of previous measures shows that amortisation increased 
between 2013 and 2014. Finansinspektionen is therefore of the opinion that 
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they have helped to curb the progression of debt in the household sector. The 
growth in lending to Swedish households has been lower in recent years than at 
the start of the 2000s. However, it has increased since mid-2012 and in a few 
yearsʼ time rising house prices and low interest rates may further push up credit 
growth and the proportion of relatively highly leveraged households. This may 
lead to vulnerabilities building up. Combined, increasing credit growth, a rising 
proportion of new mortgage holders with an LTV exceeding 50 % and the 
Swedish Bankersʼ Association’s decision in November 2014 to withdraw its 
amortisation recommendation, mean that further measures are required to curb 
the macroeconomic risks associated with indebtedness.  

1.2 An amortisation requirement is an appropriate measure to 
curb the risks associated with household indebtedness 

In the proposal referred to the Council on Legislation, it is proposed that an 
amortisation requirement be introduced. The amortisation requirement entails 
that mortgage firms shall apply terms which, as regards loan repayment, are 
consistent with a healthy amortisation culture and which do not contribute to 
excessive household indebtedness.8 According to the proposal referred to the 
Council on Legislation, the purpose of the amortisation requirement is to 
counteract macroeconomic and financial stability risks associated with 
household indebtedness. The amortisation requirement may also, according to 
the proposal referred to the Council on Legislation, be considered to have a 
consumer-protection purpose. 
 
Finansinspektionen essentially shares the view of household indebtedness 
expressed in the proposal referred to the Council on Legislation, and why it is 
appropriate to introduce a mortgage amortisation requirement. There are 
actually several measures, both within and outside of Finansinspektionenʼs area 
of responsibility, which might perceivably help to curb the various risks 
associated with high household indebtedness. The various risks comprise 
consumer risks, the risk of credit losses for lenders and macroeconomic risks. 
The choice of measure should be adapted to the risk mainly being addressed. 
Finansinspektionen finds that a mortgage amortisation requirement is currently 
the most appropriate alternative for managing the macroeconomic risks 
associated with household indebtedness. This is primarily because, over time, 
an amortisation requirement can have a substantial impact on household 
resilience to shocks without extensively restricting the possibility of 
households to initially take out large loans in relation to the value of the home. 
Such a requirement is thus considered to have substantial positive effects on 
macroeconomic stability while limiting the socioeconomic costs of the 
regulation. 

                                                 
8 Finansinspektionen has used as a basis the proposal in the Council on Legislation. On 17 
December 2015, the Council on Legislation expressed its opinion on the proposal referred 
thereto. The opinion of the Council on Legislation is available on its website, www.lagradet.se. 
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1.3 Further information about the objective and effects of the 
amortisation requirement 

1.3.1 Objective of the amortisation requirement 
The purpose of the amortisation requirement is, according to the proposal 
referred to the Council on Legislation, to counteract macroeconomic and 
financial stability risks associated with household indebtedness. According to 
the proposal for a new legal provision in the BFA, mortgage firms shall apply 
terms which, as regards loan repayment, are consistent with a healthy 
amortisation culture and which do not contribute to excessive household 
indebtedness. According to the proposal, the more detailed regulation of the 
amortisation requirement shall be issued through regulations. 
Finansinspektionen’s intention with the proposal for new regulations is 
therefore to be more tangible and detailed about the amortisation requirement. 
 
As previously mentioned, a rising proportion of new mortgage holders in 
Sweden are taking out mortgages exceeding 50 % of the homeʼs value. At the 
same time, interest-only alternatives are common for those with LTVs 
amounting to between 50 % and 70 %. As such relatively highly leveraged 
households are sensitive to shocks and may pose a macroeconomic risk, 
Finansinspektionen considers that an amortisation requirement should be 
directed at such households with a view to bolstering their resilience and hence 
reducing the risks in their indebtedness. An amortisation requirement is 
currently the most appropriate measure for this purpose. The objective of the 
proposed regulations is therefore for households with LTVs exceeding 50 % to 
reduce their leverage over time.  
 
Many households with LTVs of more than 70 % are currently already 
amortising. On the other hand, amortisation is less common for households 
with LTVs amounting to between 50 % and 70 %. The amortisation 
requirement ought to be directed at leverage within both of these intervals, i.e. 
both at leverage exceeding 70 % of the homeʼs value and at leverage 
amounting to between 50 % and 70 % of the homeʼs value. Through this, 
Finansinspektionen firstly wants the highest-leveraged households to continue 
to amortise and increase their resilience to shocks. Without the amortisation 
recommendation from the Swedish Bankersʼ Association (see above in section 
1.1.2 and also in section 1.4), there is otherwise a risk that interest-only 
mortgages would once again become an important competitive tool for 
mortgage firms and that fewer mortgage holders with LTVs of more than 70 % 
would amortise. Secondly, borrowers with LTVs amounting to between 50 % 
and 70 % will amortise more than they do currently, which means that their 
leverage decreases more rapidly. 
  
However, it is important for the regulation to include the possibility of 
exemptions so that mortgage firms for a limited period can permit households 
affected by economic shocks not to have to amortise. Otherwise, there is a risk 
that increased debt service payments due to higher amortisation will lead to a 
reduction in household resilience to shocks, which could increase the 
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macroeconomic risks. Furthermore, the regulations should contain a possibility 
of exemption from the amortisation requirement for the acquisition of newly 
constructed homes. 
 
Furthermore, an overall objective is to avoid competition in the banking market 
deteriorating as a consequence of the amortisation requirement. For this reason 
the requirement should be devised as far as possible so that the conditions for a 
borrower to switch lenders are not impaired. 
 
1.3.2  Previous and current amortisation behaviour 
Amortisation behaviour differs significantly from country to country. In many 
European countries, a typical mortgage is amortised over approximately 30 to 
40 years, which means that interest-only loans are less common. This 
behaviour often exists despite a lack of regulation. At the same time, it is 
common in many of these countries for households to take out new loans 
collateralised by their homes when they need to borrow. In the past it has been 
common for households to amortise in Sweden too, but it became more 
common at the beginning of the 2000s for borrowers to be granted interest-only 
mortgages. A similar development also occurred in some other countries, such 
as Denmark and the Netherlands. Since the introduction of the mortgage cap in 
2010, Finansinspektionen has been working to increase the proportion of 
households in Sweden that amortise, which has contributed to a growing 
number of new borrowers choosing to amortise. 
 
Information about new borrowers and their amortisation behaviour was 
compiled as part of Finansinspektionenʼs mortgage survey. Approximately 68 
% of all borrowers with new loans were amortising in 2014, which was the 
latest year for which there is available data from the mortgage survey.9 
Approximately 60 % of the entire mortgage stock (i.e. all households with 
mortgages) were also amortising.   
 

                                                 
9 ʻNew loansʼ mean loans collateralised by homes that are taken out by borrowers who have 
acquired a new home or existing borrowers who have taken out a new loan for an existing 
home. New loans that arise through changing banks are also included.  
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Chart 1. Proportion of borrowers with new mortgages that amortise at various LTVs (%)  

Source: Finansinspektionenʼs mortgage surveys 
 
Amortisation is more common among borrowers with high LTVs (Chart 1). 
Just over eight in ten new borrowers with LTVs exceeding 70 % amortise, 
which is almost double the number of new borrowers with lower LTVs. There 
are also certain differences in the amount of average amortisation in relation to 
the borrower’s income or in relation to the size of the loan (Chart 2). On 
average new borrowers spend 3.5 % of their income after tax on amortisation, 
corresponding on average to around 1.7 % of the total loan amount per year. As 
borrowers with lower LTVs generally have lower loans than borrowers with 
high LTVs, they amortise slightly more in relation to their total loan size. 
Borrowers with LTVs of more than 85 % (i.e. basically borrowers with 
ʻunsecured loansʼ) amortise significantly more in relation to their income than 
borrowers with lower LTVs.  
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Chart 2. Amortisation at various LTVs in 2014 (new loans)10  

 
Source: Finansinspektionenʼs mortgage survey 2015.  
 
To sum up, most new borrowers with LTVs of more than 70 % amortise. 
However, households with LTVs below 70 % amortise less. Higher 
amortisation among households with LTVs amounting to between 50 % and 70 
% can thus help to reduce the sensitivity of such households to shocks and 
thereby the macroeconomic risks associated with household indebtedness. 
 
1.3.3  Effects of an amortisation requirement  
As previously mentioned, international experience implies that, in the event of 
economic shocks, relatively highly leveraged households reduce their 
consumption more than lower-leveraged households. An amortisation 
requirement may reduce the macroeconomic risks associated with these 
households in several ways.  
 
The most direct effect of an amortisation requirement is that household debts 
decrease more rapidly than they would otherwise have done. Lower debts mean 
that household interest payments will be lower than they would otherwise have 
been. Consequently, this mitigates the risk of certain households 
underestimating the effects on their finances of future interest rate increases or 
lower income as a consequence of, for example, retirement and therefore not 
having sufficient margins in their finances. Furthermore, higher margins 
increase households’ ability to also deal with unexpected shocks such as 
unemployment or major expenses.   
 
At the same time, an amortisation requirement leads to higher debt service 
payments, i.e. total interest and amortisation. An inflexible amortisation 
requirement could thus contribute to reducing household resilience. It is 
therefore important that the regulations are formulated so that mortgage firms 
                                                 
10 The figures for amortisation as a proportion of income and the amortisation rate respectively 
refer to the average for all new borrowers and therefore also reflect households that do not 
amortise. The amortisation rate is measured as annual amortisation in relation to total loan 
volume, i.e. annual amortisation/total mortgages. 
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can permit mortgage holders affected by economic shocks not to amortise for a 
limited period. There is otherwise a risk of household resilience to shocks 
decreasing. 
 
Increased amortisation may also help to mitigate the risks associated with 
households with unduly optimistic expectations in respect of house prices and 
interest rates. Households that consume a great deal in the belief that house 
price increases and/or low interest rates in the future mean that there is no need 
to save, may be expected to react more drastically if their expectations turn out 
to be incorrect. An amortisation requirement may reduce these reactions by 
ensuring that relatively highly leveraged households reduce their debts over 
time. Thus, any reduction in consumption, and the potential impact on the 
economy, may also be less dramatic. An amortisation requirement thus limits 
the risk of a period of excessive indebtedness and consumption creating and 
aggravating sharp economic downturns. 
 
It is reasonable to assume that an amortisation requirement increases the 
savings of some of the households affected. However, there may be households 
that had planned to make substantial savings in other forms than by 
amortisation. Saving through amortisation may replace other savings for these 
households. Consequently this does not necessarily increase their aggregate 
savings or their resilience. However, when balancing other savings against 
amortisation, it is important to also consider how the various forms of saving 
affect the relationship between total household assets and debts (both 
residential assets and financial assets). A household that chooses to put its 
savings into financial assets instead of amortising has more total assets, but 
also higher debts than a household that amortises. As the value of homes and 
financial assets may be expected to move in the same direction, a drop in prices 
will have a greater impact on the net wealth (i.e. the difference between assets 
and liabilities) of highly leveraged households than lower-leveraged 
households. At the same time, the opposite applies for a price rise, i.e. the net 
wealth of highly leveraged households increases more. By increasing 
amortisation, an amortisation requirement helps to limit total household assets 
and debts and thus fluctuations in the net wealth of households. This increases 
resilience to a negative price trend, which reduces the risks to macroeconomic 
stability. However, this comes at the expense of households not benefiting as 
much from a rise in the price of financial assets (read more in section 3). 
 
An amortisation requirement may also have indirect effects on the risks 
associated with household indebtedness and the housing market by changing 
the behaviour of households and mortgage firms.11 The higher housing 
expenses generated by an amortisation requirement make it less attractive for 
households to run into high debt, as they reduce the scope of consumption or 
other savings. This may curb demand for homes and mortgages, which curbs 
house price trends and thereby also the need to borrow in order to buy a certain 

                                                 
11 This is discussed in more detail in Finansinspektionen’s memorandum ʻMeasures to handle 
household indebtedness – amortisation requirement, Finansinspektionen Ref. 14-15503. 
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home. Curbed house prices may reduce the risk of a major drop in house 
prices. In order to counteract curbed demand for newly constructed homes, it 
has been proposed in the proposal referred to the Council on Legislation that an 
exemption be made from the amortisation requirement for the acquisition of 
such homes. The rationale is that the amortisation requirement shall not have a 
negative impact on housing construction. The supply of credit may also be 
curbed by an amortisation requirement as increased housing expenses affect 
how much mortgage firms are permitted to lend to a borrower at a certain 
income. An amortisation requirement may thus also have some contractionary 
impact on credit supply. 
 
The anticipated effects of the proposed amortisation requirement will need to 
be evaluated when the regulations have been in force for some time. In 
connection with such an evaluation, a review can be performed of whether 
amendments to the regulations are required.  

1.4 Current and forthcoming regulations 

There is currently no requirement for mortgage amortisation under Swedish 
law. Nor is there any such requirement in the legislation that preceded the 
BFA. Chapter 2, section 13 of the Banking Business Act (1987:617) included a 
provision setting out that loans could only be granted provided there was due 
cause to believe that the borrower would honour the loan obligation (ʻthe 
assurance ruleʼ) and that satisfactory collateral was provided for the loan (ʻthe 
collateral ruleʼ). When the Banking Business Act was repealed and replaced by 
BFA, it was stated that the formulation of the provisions relating to credit 
assessment should be more flexible on matters relating to factors that may be 
taken into consideration during the assessment. In light thereof, it is now stated 
in BFA (Chapter 8, section 1) that a loan should only be granted if there are 
good grounds for assuming that commitments will be honoured. For example, 
it is set out in Finansinspektionenʼs general guidelines (FFFS 2014:11) 
regarding consumer credit that a lender should perform a housing cost 
calculation as part of its assessment of a consumerʼs repayment ability. 
 
As mentioned in section 1.1.2, there used to be a recommendation from the 
Swedish Bankers’ Association to its members that mortgages should be 
amortised. This recommendation meant that from the spring of 2014, 
mortgages should be amortised down to 70 % of the homeʼs market value 
within a period of 10 to 15 years. At the same time the Association 
recommended that its members produce individually tailored amortisation 
plans for new mortgage customers. On 7 October 2014 the Swedish Bankersʼ 
Association announced that its Board had decided to make the amortisation 
recommendation more stringent. The Bankersʼ Association intended to 
recommend that all new loans with an LTV of more than 50 % of the homeʼs 
market value should be amortised. However, the Board of the Association had 
not, at that time, decided on the final formulation of the new recommendation. 
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The Swedish Competition Authority called attention to the information issued 
by the Swedish Bankersʼ Association on 7 October 2014 and noted that this 
involves a stricter approach compared to what had previously applied, and 
affected a greater share of the loan stock than had previously been the case. 
The Swedish Competition Authority decided to investigate whether the 
Swedish Bankersʼ Association’s issuance of amortisation recommendations to 
its members could contravene the rules relating to anti-competitive 
cooperation.  
 
In light of the substantial interest in the matter, the Swedish Competition 
Authority decided on 7 November 2014 to report on the assessments 
incumbent upon it and the preliminary analysis that the Authority had issued to 
the Swedish Bankersʼ Association. The Swedish Competition Authority 
concluded that the Swedish Bankersʼ Association’s amortisation 
recommendation meant that member companies ought to act in a certain way in 
the market which entailed a risk of materially restricting competition. 
According to the preliminary analysis of the Swedish Competition Authority, 
the Swedish Bankersʼ Associationʼs recommendation could thus constitute a 
decision by a union of firms that may contravene the competition rules.12 
 
The Swedish Competition Authority also expressed that competition functions 
best if each individual firm determines its own strategies and customer 
offerings. Furthermore, the Swedish Competition Authority expressed that if 
there is a call to limit the freedom of a firm to devise its customer offering, this 
should occur through the regulation of a public authority. This opinion is based 
on the fact that regulations issued by a public authorities can and should be 
structured with the aim of retaining, as far as possible, the firmsʼ scope and 
impetus to compete with each other. When trade associations produce their 
own rules, there is a greater risk of them being structured in a way that benefits 
the firms involved and harming competition. 
 
The Swedish Bankersʼ Association decided to withdraw its recommendation in 
light of the Swedish Competition Authorityʼs preliminary analysis. As the 
Association had revoked its amortisation recommendation, the related 
investigation of the Swedish Competition Authority was also concluded. 
However, the recommendation of the Swedish Bankersʼ Association – that its 
members should produce individually tailored amortisation plans – still 
remains.  
 
A decision on the ʻMortgage Credit Directiveʼ has been made at EU level.13 
Although the Directive does not include a mortgage amortisation requirement, 

                                                 
12 See Swedish Competition Authority, ‘Fakta: Konkurrensverkets utredning av Svenska 
Bankföreningens amorteringsrekommendation’ [Facts: The Swedish Competition Authority’s 
investigation of the Swedish Bankers’ Association’s amortisation recommendation], 
Ref. 674/2014. 
13 Directive 2014/17/EU of the European Parliament and of the Council of 4 February 2014 on 
credit agreements for consumers relating to residential immovable property and amending 
Directives 2008/48/EC and 2013/36/EU and Regulation (EU) No 1093/2010.  
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it does not prevent national regulation in areas that its scope does not cover. In 
the report “Strengthened consumer protection on the mortgage market”, it is 
proposed how the Directive shall be implemented in Swedish law as well as a 
requirement to prepare individually tailored amortisation plans. 
Finansinspektionen finds that the proposal regarding an amortisation 
requirement is consistent with Sweden’s obligations pursuant to EU law.  
 
There are civil laws regulating the financial conditions between people who 
live together or co-own a home. This may involve people who are married or 
cohabiting, or relatives that, for example, have acquired a holiday home 
together. Although the proposed amortisation requirement affects the 
amortisation of the loans that may be taken out to acquire a home, this does not 
change or affect the civil law rules applicable to people who jointly own or live 
in a home together. 

1.5 Legal basis for introducing an amortisation requirement  

1.5.1  How does an amortisation requirement stand in relation to the 
Instrument of Government? 
According to the proposal referred to the Council on Legislation, regulations 
regarding amortisation which are directed at mortgage firms under the 
supervision of Finansinspektionen and which do not entail that a mortgage 
contract between a mortgage firm and an individual can become invalid, or that 
either party has the right to lodge claims for damages against the other, come 
under public law. Hence, regulations regarding an amortisation requirement do 
not belong in the compulsory section of the law according to Chapter 8, section 
2, paragraph 1, point 1 of the Instrument of Government. According to the 
proposal referred to the Council on Legislation, delegation of the right to adopt 
regulations is possible pursuant to the Instrument of Government. The Council 
on Legislation expressed its opinion on 17 December 2015 and found that the 
proposed authorisation does not conflict with the provisions of the Instrument 
of Government. 
 
1.5.2  Proposal for authorisation to prescribe provisions regarding the 
amortisation requirement 
In the proposal referred to the Council on Legislation, it is proposed that a new 
legal provision regarding an amortisation requirement be introduced into 
Chapter 6, section 3b of the BFA. Furthermore, it is proposed that the 
Government or the authority designated by the Government, shall be able to 
issue regulations regarding which measures a credit institution shall take to 
fulfil the new legal provision.  
 
According to the proposal referred to the Council on Legislation, the more 
detailed regulation of the amortisation requirement should occur at a lower 
level than by law. The purpose of the amortisation requirement is, according to 
the proposal referred to the Council on Legislation, to counteract 
macroeconomic and financial stability risks associated with household 
indebtedness. This can be considered to be its enduring purpose. However, 
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according to the Council on Legislation, there will in time be a need to review 
and adapt the requirement. The need for adaptations of the regulation may 
emerge quickly if conditions in the economy or housing market change. 
Adapting the amortisation requirement through the customary legislative 
process appears, according to the Council on Legislation, not very flexible and 
could lead to failure to counteract risks in time. Expectations about an 
amortisation requirement and similar measures that can have a direct impact on 
the finances of individual households can also lead to a change in household 
behaviour. If, over a protracted period of time, there is uncertainty about future 
measures, this would risk giving rise to difficult decision-making situations for 
households. In that case, there would be a risk of the imbalances that the 
measures are intended to counteract instead being amplified.  
 
Furthermore, according to the Council on Legislation, it is relatively time-
consuming and complex to analyse credit market trends on an ongoing basis 
and assess whether imbalances are emerging, and to take a stance on when and 
which measures need taking. The same applies to the conditions for taking a 
position on whether implemented measures need adjusting. In the Council on 
Legislation, it is ascertained that Finansinspektionen already has a specific 
responsibility for analysing macroprudential risks and taking measures to 
counteract financial imbalances with a view to stabilising the credit market. 
Furthermore, Finansinspektionen has already taken a number of measures to 
manage risks associated with household indebtedness. According to the 
Council on Legislation, the more detailed formulation of the amortisation 
requirement must be seen in one context with these measures and that the 
amortisation requirement may need adjusting in light of further measures taken 
by Finansinspektionen, and in light of future market conditions. The 
amortisation requirement may also need adjusting in light of the further 
measures taken by Finansinspektionen based on future legislative 
authorisations. 
 
According to the Council on Legislation, such a regime, in which more detailed 
regulation occurs at a lower level than by law, follows the systematic approach 
in other laws in the financial markets field, in which the right to adopt 
regulations is largely delegated to the Government or the authority designated 
by the latter.  
 
Finansinspektionen shares the considerations expressed in the Council on 
Legislation as to why it is appropriate for the more detailed regulation of the 
amortisation requirement to occur at a lower level than by law. 
 
Finansinspektionen’s proposal requires the proposed legal provision and 
authorisation to be decided by Swedish Parliament. Furthermore, it is required 
that the Government decides that Finansinspektionen shall be able to issue 
regulations regarding which measures a credit institution shall take to fulfil the 
new legal provision regarding amortisation requirements.  
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According to the proposal referred to the Council on Legislation, there are 
grounds for the Government, when delegating to Finansinspektionen the right 
to issue regulations regarding amortisation requirements, to introduce a 
requirement for the authority to obtain the consent of the Government prior to 
deciding on the regulations. 

1.6 Preparation of the matter 

1.6.1 General 
On 11 November 2014 Finansinspektionen presented its intention to prepare a 
proposal regarding a mortgage amortisation requirement.14 The focus of the 
proposal was stated to be that households should annually amortise an amount 
corresponding to 2 % of the initial loan every year until the LTV is 70 %, and 
subsequently 1 % until the LTV is 50 %. The basis was that the requirement 
would apply to new mortgages.  
 
On 11 March 2015 Finansinspektionen submitted for consultation a proposal 
for new regulations regarding mortgage amortisation requirements. During its 
work to prepare new regulations, Finansinspektionen consulted an external 
reference group comprising representatives of the Swedish Consumer Agency, 
the Swedish Competition Authority and the Swedish Bankersʼ Association. It 
was proposed that the regulations should come into effect on 1 August 2015. 
However, certain consulted bodies considered the legal basis for 
Finansinspektionen to decide on such regulations to be deficient. In light of the 
feedback of the consulted bodies, Finansinspektionen ascertained that the legal 
status was uncertain and that the authorisation required clarification. Therefore, 
Finansinspektionen decided to put the further regulatory work on hold.  
 
On 4 September 2015, the Ministry of Finance submitted for consultation a 
memorandum proposing a new legal provision regarding amortisation 
requirements. The memorandum set out that the more detailed regulation of the 
amortisation requirement should occur at a lower level than by law. Therefore, 
an authorisation was also proposed for the Government or the authority 
designated by the latter to issue regulations with the more detailed regulation of 
the amortisation requirement. On 2 November 2015, Finansinspektionen issued 
its opinion of the proposal in the memorandum.15  
 
On 10 December 2015, a bill was referred for consultation to the Council on 
Legislation. Therein, a new provision regarding an amortisation requirement in 
the BFA is proposed. Furthermore, it is proposed that the Government or the 
authority designated by the Government, shall be able to issue regulations 
regarding which measures a credit institution shall take to fulfil the new legal 
provision. 
 

                                                 
14 The press release from 11 November 2014 can be found on Finansinspektionen’s website, 
www.fi.se. 
15 The consultation response is available on Finansinspektionen’s website, www.fi.se. 
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Finansinspektionen has, in light of the proposal referred to the Council on 
Legislation, prepared a new proposal for regulations regarding the more 
detailed regulation of the amortisation requirement. The proposal is based on 
that issued for consultation by Finansinspektionen on 11 March 2015. 
However, certain amendments have been made to the proposal, mainly due to 
the stipulations in the proposal referred to the Council on Legislation, but also 
due to opinions of consulted bodies received by Finansinspektionen in the 
spring of 2015.  
 
1.6.2  Date when the regulations shall start to apply 
Finansinspektionen proposes that the regulations come into force on 1 June 
2016. This is in light of the fact that the new legal provision regarding 
amortisation requirements is proposed to come into effect on 1 May 2016, and 
the proposal that Finansinspektionen shall obtain the consent of the 
Government prior to deciding on the regulations. Finansinspektionen’s 
objective is thus that it shall be possible to obtain the Government’s consent in 
May 2016.  
 
Finansinspektionen intends, in connection with the entry into force, to arrange 
an “FI forum” on the regulations. FI Forums are Finansinspektionens’s external 
knowledge seminars for the financial industry. No communication initiatives 
beyond that are considered necessary. 
 
 
 
 
 
 
2 Motivation for the formulation of the amortisation 

requirement 

2.1 Main features of the proposal for amortisation requirements 

According to the proposed legal provision, an amortisation requirement shall 
be introduced into the BFA and be directed at credit institutions, i.e. banks and 
credit market companies (mortgage firms). The requirement shall cover credits 
associated with liens on real property, site-leasehold rights or tenant-owner 
rights or similar rights, or that are associated with corresponding rights in a 
building that is not part of a property. However, it is clear in the motivation for 
the proposal that the requirement shall be directed at mortgages. Hence, the 
requirement shall not be directed at e.g. loans granted to real estate companies 
that acquire commercial properties. Furthermore, the requirement entails that 
mortgage firms, when issuing loans to individuals, shall apply terms which, as 
regards loan repayment, are consistent with a healthy amortisation culture and 
which do not contribute to excessive household indebtedness. 
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The detailed regulation of the amortisation requirement is proposed to be 
carried out through regulations issued by the Government or the authority 
designated by the Government. Through such regulations, the proposed legal 
provision is rendered more tangible and specific. Below is a description of 
Finansinspektionen’s proposal for more detailed regulation of the amortisation 
requirement. The proposal ensures that mortgage firms apply terms which, as 
regards loan repayment, are consistent with a healthy amortisation culture and 
which do not contribute to excessive household indebtedness. 
 
Finansinspektionen’s proposal covers mortgage firms (i.e. banks and credit 
market companies). The proposal also covers foreign mortgage lenders 
operating in Sweden. This is developed in section 2.2. 
 
Finansinspektionen proposes that the amortisation requirement shall cover 
mortgages exceeding 50 % of the homeʼs value. It is proposed that the 
amortisation rate should be higher for highly leveraged households in light of 
Finansinspektionen’s assessment that the greater the leverage, the higher the 
risks. Amortisation is proposed to be determined as a proportion (1 % or 2 %) 
of the total mortgage. This position is further explained in section 2.3. 
 
In the proposal referred to the Council on Legislation, it is stated that the 
amortisation requirement should only cover new mortgages. 
Finansinspektionen proposes that new mortgages should, as a basis, be 
considered to be mortgages arising from loan agreements entered into after the 
regulations started to apply. See further information about this position in 
section 2.4.  
 
It is proposed that the LTV should be calculated on the basis of total 
mortgages, i.e. even existing loans. In order to calculate the LTV, total 
mortgages must be placed in relation to the value of the home. 
Finansinspektionenʼs proposal is that the amortisation requirement shall be 
based on the market value of the home. An important question is therefore the 
extent to which it should be possible to calculate the LTV based on a 
revaluation of the market value of the home. The proposal is to permit a home 
revaluation, though no more than every five years. Revaluation shall also be 
permitted if the homeʼs value has risen considerably for reasons other than a 
change in the general level of house prices. This may primarily involve an 
increase in value following extensive renovation, conversion or extension of 
the home. This means that future home revaluation may affect the amortisation 
obligation and the size of amortisation. Finansinspektionen develops its 
position in section 2.5. 
 
According to the proposal referred to the Council on Legislation, there is 
reason to grant exemptions from the amortisation requirement on specific 
grounds, e.g. the death of a relative, unemployment, illness or divorce. 
Finansinspektionen agrees with this assessment. An amortisation requirement 
means that total household debt service payments may increase, i.e. total 
expenditure for interest and amortisation. An amortisation requirement without 
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any opportunities to make exemptions may thus reduce household resilience to 
shocks and therefore increase the risks for both individual households and the 
macroeconomy. It is therefore proposed in the regulations that there should be 
a possibility for a mortgage firm to permit households affected by financial 
problems not to amortise for a certain period. However, the basis is always that 
the circumstances that may constitute special grounds occur after a mortgage 
has been granted and thus do not exist when the loan is granted. This position 
is developed in section 2.6. 
 
Another exemption proposed in the Council on Legislation is that a mortgage 
firm that grants loans to households that acquire a newly constructed home 
shall permit borrowers not to amortise. According to the Council on 
Legislation, this exemption is proposed to apply without a time limit and be 
limited to the original acquirer of the home. Read more in section 2.7 in which 
Finansinspektionen describes how this exemption is proposed to be 
implemented in the regulations. 

2.2 Who should be subject to the regulation? 

The proposal is that credit institutions, i.e. banks and credit market companies 
(mortgage firms), shall be subject to the proposed regulation. The mortgage 
firms grant almost all mortgages in Sweden. This is primarily due to these 
firms having access, at a relatively low price, to the large volume of capital 
required to operate in the mortgage market. The loans taken out to pay for a 
home are usually large, in any event in relation to loans granted for borrowers 
to purchase goods and services. Mortgage firms have access to a high volume 
of capital at a fairly limited cost, since it is only such firms that are entitled to a 
substantial degree to receive deposits from the general public. Another 
important funding source for some of the large mortgage firms is their issuance 
of covered bonds. 
 
The proposed regulations will also cover foreign firms which, through 
branches or otherwise, grant mortgages in Sweden, since the point of departure 
is that the regulations issued in Sweden to protect, for example, consumers 
shall apply to all entities operating in Sweden. This follows from the 
preparatory work to Chapter 1, section 2 of the BFA.16 In the proposal referred 
to the Council on Legislation, it is set out that the proposed amortisation 
requirement should also serve a consumer-protection purpose. 
Finansinspektionen agrees with this assessment.  
 
As mentioned above, there has been an inquiry into how the Mortgage Credit 
Directive shall be implemented in Swedish law. The inquiry completed its 
assignment in March 2015 and then submitted the report “Strengthened 
consumer protection on the mortgage market” (SOU 2015:40). In the report, a 
new law regarding creditors and credit intermediaries is proposed. The firms 
covered by the proposed law, but which are not banks or credit market 

                                                 
16 Prop. 2002/03:139 p. 510. 
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companies, will according to the report not generally be subject to the rules in 
the BFA. Preparation of the report is in progress and it is too early to say 
whether such firms will be subject to the amortisation requirement. 

2.3 Amortisation requirements are proposed to be based on the 
loanʼs size in relation to the homeʼs value 

Finansinspektionen proposes that the amortisation requirement should cover 
new mortgages if total mortgages (both new and existing) involve an LTV of 
more than 50 %. Experience from several countries suggests that relatively 
highly leveraged households tend to react to a drop in house prices more than 
lower-leveraged households (see section 1.1.1). It is difficult to pinpoint the 
limit between a highly leveraged household and a lower-leveraged one. In 
conjunction with the latest financial crisis, approximately half of the 
households in Denmark reduced their consumption by more than the drop in 
each household’s income. This suggests that the relevant LTV from a social 
perspective coincides approximately with the average LTV for the entire 
mortgage stock. The amortisation requirement should thus cover a relatively 
large proportion of new mortgages.  
 
Finansinspektionen considers that the most appropriate way of determining 
which households are subject to the requirement is by looking at the size of the 
householdʼs mortgage in relation to the homeʼs value. This is very much in line 
with both practice in other countries with an amortisation requirement17 and the 
formulation of the Swedish Bankersʼ Associationʼs previous amortisation 
recommendation. Finansinspektionen took account of the previous amortisation 
recommendation from the Bankersʼ Association when formulating the 
proposed regulation. This meant that mortgages should be amortised down to 
an LTV of 70% after 10 to 15 years. However, Finansinspektionen considers 
that it is necessary to impose slightly more far-reaching requirements than this 
and that the amortisation requirement should therefore cover loans that involve 
leverage of more than 50 % of the homeʼs value. This corresponds to the 
direction of the Swedish Bankers’ Association’s intended tightening of the 
amortisation recommendation (see section 1.4).  
 
As households with an LTV in the range of 50 % to 70 % amortise 
significantly less than more highly leveraged households, the amortisation 
requirement will primarily increase the proportion amortising within the former 
group (see Chart 3 in Appendix 1). Finansinspektionen reverts in section 2.5 to 
the value of the home that should be used as a basis for calculating the 
amortisation requirement and when valuations should be carried out. 
 
Compared with an all-embracing mortgage amortisation requirement, the 
proposal means that households whose leverage falls below 50 % of the 

                                                 
17 For example, there are guidelines in Denmark that no more than 55% of all mortgages with 
an LTV of more than 75% should be interest-only by 2020. See ʻMore robust property 
financingʼ, Danish FSA, September 2014. 
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homeʼs value do not need to amortise and thereby have greater freedom to 
consume or save in some other way. This also means that households that have 
currently amortised much of their mortgage can acquire a home for a 
corresponding value without having to be subject to the amortisation 
requirement. A household can also choose to continue to amortise its mortgage 
and a mortgage firm can always require amortisation in accordance with the 
conditions indicated by the mortgage agreement. Further flexibility is achieved 
as the proposal includes certain possibilities for making exemptions even for 
highly leveraged households. The conditions for exemptions are described in 
sections 2.6 and 2.7.  
 
An amortisation requirement that only covers mortgages that are greater than 
50 % of the homeʼs value may also have a substantial impact on the housing 
market and the national economy. This impact largely depends on the selected 
amortisation rate. This points towards not imposing overly strict requirements 
but rather, if necessary, adjusting the amortisation requirement at a later stage. 
In the opinion of Finansinspektionen, there are increased risks associated with 
mortgages exceeding 70 % of the homeʼs value, and that it is hence reasonable 
for the amortisation rate to be higher for these mortgages. On the other hand, 
the amortisation rate may be slightly lower if leverage falls below 70 % of the 
homeʼs value. The amortisation requirement should consequently be structured 
progressively to allow the amortisation rate to be reduced when the household 
reaches slightly lower leverage.  
 
Finansinspektionen proposes that if the size of the total loans that are 
collateralised by the same home exceed 70 % of the homeʼs value, amortisation 
shall occur annually to an amount corresponding to 2 % of the total original 
loan amount. As of when leverage is 70 % until it reaches 50 % of the value of 
the home, annual amortisation shall be 1 % of the total original loan amount.  
 
If the total mortgage is extended at any time after the original loan was granted, 
thus making the total loan amount higher than the original loan amount, the 
amount of amortisation shall be calculated based on the new total loan amount. 
The amortisation amount may however not be recalculated in cases where new 
loans are granted but the total loan amount, due to previous amortisation, does 
not increase beyond the original loan amount. This is because it would be 
unreasonable if the amortisation amount could be reduced by taking on 
additional loans. 
 
The amortisation amount may also be recalculated when the home is revalued. 
A home revaluation may be carried out in accordance with the provisions of 
section 2.5. If total leverage is equal to or below 50 % of the home’s value in 
the latest valuation, no amortisation is required.  
 
Who the borrowers for a loan are and the number of borrowers are irrelevant. 
This is not taken into account when calculating the amortisation rate. The 
amortisation rate shall, for example, not be affected by whether there are 
several borrowers that are mutually responsible for a mortgage. The borrowers 
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and mortgage firms for such loans are free to allocate the amortisation between 
the borrowers in the manner agreed. If several borrowers have individual loans 
collateralised by the same home, the amortisation amount of the total leverage 
is, as a starting point, allocated proportionally according to each borrowerʼs 
share of total leverage. However, the borrowers are free to choose to break 
down the amortisation in a different way. Total amortisation for the loans 
collateralised by the same home must however always be at a minimum the 
amount prescribed by the amortisation requirement. Amortisation for new or 
increased leverage shall be calculated on the basis of the total mortgages for 
the same home compared with the homeʼs value.  
 
If a mortgage firm has already issued mortgages collateralised by a certain 
home, and another mortgage firm is considering granting a mortgage 
collateralised by the same home, the second firm must calculate the total LTV 
and ensure that amortisation takes place accordingly. This entails that the 
second mortgage firm must obtain assurance of the extent to which 
amortisation is being made to the first mortgage firm. If the borrower cannot 
show that amortisation is being made to a certain extent to the first mortgage 
firm, the second mortgage firm must act as if no amortisation were made to the 
first mortgage firm. The same applies to any further mortgage firms that grant 
mortgages collateralised by the same home. 
 
Finansinspektionenʼs proposal does not prevent borrowers from amortising 
more or more rapidly than prescribed by the amortisation requirement. 
However, it is not proposed that such amortisation should possibly result in a 
subsequent interest-only period. Instead it is proposed that amortisation by at 
least the annual amount should continue as long as the LTV exceeds 50 %. It 
would otherwise be possible – within the bounds of any limitations prescribed 
by the mortgage cap – to effectively create an interest-only period by initially 
taking out a larger mortgage than actually needed and then repaying part of the 
loan shortly thereafter. However, the annual amortisation amount may be 
adjusted in accordance with the requirement in the event that amortisation in 
excess of the requirement results in the LTV ending up below either the 70 % 
or 50 % thresholds. The borrowers and mortgage firm are also allowed to 
divide the annual payment into, for example, monthly instalments or some 
other time intervals of less than one year. Furthermore, Finansinspektionenʼs 
proposal involves no limitation to the mortgage firmsʼ right to require 
amortisation beyond that set out in the regulations. 

2.4 The amortisation requirement is proposed to apply to new 
mortgages  

2.4.1 General 
According to the proposal referred to the Council on Legislation, the 
amortisation requirement is proposed to only cover new mortgages. 
Finansinspektionen shares the opinion that it is appropriate for the requirement 
only to be directed at new mortgages. An amortisation requirement would have 
the greatest impact on indebtedness if it were to cover all mortgages, not just 
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new mortgages. However, it is difficult to anticipate the effects of changing the 
conditions for borrowers who have already taken out a mortgage and have 
bought a home based on the situation prior to the amortisation requirement. 
Such changes could have a major impact on individual households and even 
result in significant adaptations, both in terms of the housing market and 
household consumption. Consequently there is a risk that an amortisation 
requirement targeted at all mortgages would have significant adverse effects on 
the economy. Furthermore, Finansinspektionen considers that the resilience of 
existing Swedish mortgage holders is good and that debt growth is not 
currently alarming.  
 
One important question is what should be deemed to be a ‘new’ loan. The main 
rule is that a mortgage is to be regarded as ‘new’ if it was granted through a 
loan agreement entered into after the regulations started to apply. However, a 
loan agreement entered into after this point in time for the purpose of paying 
for the acquisition of a home is exempt if the home was acquired (i.e. a binding 
acquisition contract was entered into) before the rules started to apply.  
 
Borrowers still living in their homes who do not want to increase their 
mortgages should not be subject to an amortisation requirement if they change 
lender to avoid impairing competition in the banking market as a consequence 
of the amortisation requirement. Therefore replacing previous credit with new 
credit from another lender shall not be considered to involve ʻnew lendingʼ. 
Finansinspektionen provides an explanation below of how certain situations are 
to be assessed and when ʻnew lendingʼ is deemed to arise in order to clarify 
what is regarded as a ʻnew loanʼ. 
 
2.4.2  Borrowers remain in their home but want to change lender 
The proposed point of departure is that borrowers still living in their homes are 
permitted to change lender without a ʻnew mortgageʼ being deemed to arise. 
Finansinspektionen welcomes households examining the various terms offered 
by different mortgage firms and does not want to undermine the conditions for 
households to switch from one bank to another. It would therefore be negative 
if changing lender were to entail an amortisation requirement for a mortgage 
holder who would not otherwise be affected by the amortisation requirement. 
This could possibly undermine the conditions necessary for competition 
between different lenders. In light of this it is proposed that a change of lender 
will not be regarded as ʻnew lendingʼ. This assumes that the credit is not 
increased. However, nor should the loan be regarded as a new loan if the credit 
has only been increased to pay for a premature loan redemption penalty 
incurred in conjunction with switching banks.  
 
2.4.3  Borrowers move house and want to retain existing credit 
Mortgage holders who move may sometimes have the option of retaining their 
existing mortgage, collateralising their loan by the new home in exchange for 
the old home. If the household moves to a new home and the collateral for the 
loan is thus replaced by new collateral, this should be treated as ʻnew lendingʼ. 
This also applies if the size of the loan is reduced or maintained. 
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Finansinspektionen considers that it would not be reasonable to exempt 
households moving to a new home, since this would be significantly 
counterproductive to the aim of curbing the risks associated with household 
indebtedness. Not applying the provisions of the regulations when changing 
collateral could also create unreasonable situations, in which some prospective 
home buyers would be expected to amortise to some extent, while others could 
avoid being subject to the amortisation requirement despite their respective 
LTVs being the same.  
 
2.4.4  The person acquiring a home takes over existing mortgages on the home 
This may arise when the person acquiring a home is given the option of taking 
over the mortgages held by the former owner of the property. In this case the 
loans taken over are regarded as ʻnew loansʼ and are subject to the amortisation 
requirement.  
 
2.4.5  One lender acquires a loan portfolio from another lender 
No changes are made to the amortisation requirement in the event of a lender 
acquiring a loan portfolio from another lender. There are consequently no 
changes to the conditions for existing mortgages in the mortgage stock that are 
not subject to the amortisation requirement. 
 
2.4.6  Changes to terms and conditions (for example, in respect of interest 
rates or voluntary amortisation) for a mortgage not subject to the amortisation 
requirement 
Some mortgage terms are changed relatively frequently. This applies to, for 
example, interest rates. The starting point in such situations shall be that no 
‘new loans’ arise. 
 
2.4.7  Homes acquired before the amortisation requirement started to apply 
In the event that a binding contract to acquire a home is entered into before the 
amortisation requirement started to apply, the mortgages subsequently granted 
to the acquirer at the time of taking possession of the home are not covered.  
 
It is proposed, in the proposal referred to the Council on Legislation, that 
mortgage firms that grant loans to households acquiring a newly constructed 
home, may permit borrowers not to amortise (see section 2.7). However, this 
only applies for the borrower that is the original acquirer of the home. When 
acquiring newly constructed homes, irrespective of whether this occurs through 
a “preliminary contract”, through an original lease with a tenant-owner 
association or otherwise, it therefore has no bearing whether the agreement was 
entered before or after the proposed regulations started to apply. 
 
2.4.8  Loan commitment obtained before the amortisation requirement started 
to apply 
Situations may arise in which a loan commitment is made before the 
regulations enter into force, but in which the home is acquired and the loan 
agreement is entered after entry into force. However, the loan commitment has 
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no implications in its own right and these loans are subject to the amortisation 
requirement.  
 
2.4.9  Construction loan 
A household that intends to have a house built may be granted credit referred to 
as a ‘construction loan’. The credit is used to pay for the construction of the 
building. This credit is not normally collateralised by any property as there is 
still no housing on the site. Construction loans that comply with this principle 
will therefore not be subject to the amortisation requirement. 
 
Completion of the building means that there is a home that may serve as 
collateral for a mortgage. A construction loan is normally converted into or 
replaced by a mortgage for which the home serves as collateral. Because the 
construction loan, and subsequent mortgage, has been used to finance the 
production of a new home, it is proposed that the mortgage firm is not obliged 
to require amortisation according to the proposal referred to the Council on 
Legislation.  
 
2.4.10  Raising an existing mortgage 
If a mortgage holder increases their existing mortgage after the amortisation 
requirement has entered into force, the new portion of the loan shall be subject 
to the requirement. The portion of the total loan taken out prior to the entry into 
force is thus not subject to the amortisation requirement. However, the LTV 
and amortisation amount are calculated on the basis of total leverage (i.e. 
existing leverage together with the increase to the credit). 
 
An increase to a mortgage that is particularly worth mentioning is so-called 
“senior loans”. A senior loan may be structured in different ways, but is often a 
loan collateralised by a home for which the borrower does not make any 
ongoing interest or amortisation payments. Finansinspektionen considers that 
there is no good reason for such loans to be regarded as anything other than 
mortgages. Insofar as these loans mean that the total leverage exceeds 50% of 
the homeʼs value, they shall thus be amortised in accordance with the proposed 
regulations. In many cases, however, those granted a senior loan are likely to 
have a lower LTV than that and are thus not affected by the amortisation 
requirement. Senior loans granted through an agreement entered into before the 
regulations started to apply, but that are used after this point in time, should not 
be regarded as a ʻnew mortgageʼ and thus are not subject to the amortisation 
requirement. 
 
Another increase to an existing mortgage may arise when unsecured loans are 
converted to loans collateralised by homes. As a rule, this is possible subject to 
the conditions set out in the mortgage cap. If such a conversion takes place 
after the regulations have started to apply, the new portion of the mortgage will 
be subject to the regulation. This applies regardless of whether or not the 
unsecured loan was granted before the regulation entered into force. 
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2.4.11  Separations 
A separation or similar circumstances may result in someone who formed part 
of a household and who contributed to and paid for the home leaving that 
home. One of the individuals who shared the home may then end up staying in 
the home on their own. Such situations may – following a division of marital 
property for example – result in the need to increase the mortgage and thereby 
an amortisation requirement. 
 
No ʻnew lendingʼ arises in cases where the person remaining in the home 
merely takes over the other party’s portion of the existing mortgage. Nor does 
an amortisation requirement arise if the mortgage is taken out before the 
regulations entered into force. However, this assumes there is no overall 
increase to the mortgage. 
 
The increase is to be regarded as ʻnew lendingʼ subject to the amortisation 
requirement in cases where the person remaining in the home takes over the 
other party’s portion, but also increases the total mortgage (for example, to 
compensate the person moving out for the surplus value generated in the 
home).  
 
2.4.12  Additional mortgage holders 
Situations may arise in which just one person has acquired a home and another 
person subsequently acquires a share in the home with a view to being a 
permanent co-owner.  
 
No ʻnew lendingʼ shall be deemed to arise if the additional person acquires a 
portion of the home by taking over a portion of the first personʼs loan, and 
neither of them take out any loans that increase the total mortgage. The same 
applies if the additional person takes out their own mortgage and this loan 
replaces a portion of the first personʼs loan (the total mortgage remains the 
same). No amortisation requirement arises in that situation either.  
 
ʻNew lendingʼ subject to the amortisation requirement arises if the acquisition 
takes place through the second person taking out a loan collateralised by the 
home that increases the total mortgage. As in the second case, only the new 
portion of the total leverage is subject to the amortisation requirement.  

2.5 Home valuation 

2.5.1  Finansinspektionenʼs proposal and its implications 
In light of Finansinspektionen considering that it is primarily mortgages 
exceeding 50 % of a homeʼs value that need to be amortised, an important 
starting point is which value of the home is to be used. Finansinspektionen 
proposes that the amortisation requirement shall be based on the variable 
market value of the home. In order to attain a certain degree of inertia and 
thereby avoid rising house prices quickly leading to lower amortisation, it is 
proposed that homes are not revalued more than every five years. The proposal 
implies that no earlier than five years following the acquisition of a home is it 
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permitted to revalue the home and, based on the new valuation, alter the 
amortisation rate of the loan. A revaluation gives the mortgage firm an 
opportunity to change the terms of amortisation, provided this has been 
requested by the borrower. However, the mortgage firm shall neither be 
obliged to accept a certain house valuation nor bear the cost it. Households that 
acquired their home before the amortisation requirement entered into force can 
have their home revalued if and when the mortgage is increased, regardless of 
whether five years have elapsed since its acquisition. This applies the first time 
an increase to the loan occurs after the amortisation requirement has come into 
effect. Revaluation may subsequently occur no earlier than after five years. 
 
In addition to the possibility of carrying out a revaluation every five years, 
Finansinspektionen proposes that a revaluation should be permitted if there has 
been a considerable change in the home’s value that is not due to a change in 
the general level of house prices in Sweden or locally. Circumstances that may 
give rise to such a change in value include extensive renovation, conversion or 
extension on the home. This thus refers to extensive changes that appreciably 
alter the value of the home. Renovating individual rooms, the addition of for 
instance a balcony or roof terrace, or the erection of a car port or installing 
broadband generally do not generate such an increase in value. As regards 
value-adding works at a home, it is not the cost of carrying out the works that 
should be included, but the value that the works are expected to have on the 
market price of the home. The change shall relatively specifically pertain to the 
home in question to enable a revaluation.  
 
After the regulations have entered into force, households acquiring a home 
shall amortise their mortgage on the basis of the market price of the home at 
the time of acquisition (which may be referred to as ʻthe original valuationʼ). A 
new valuation shall obviously always apply when a completely new owner 
acquires a home. A home may be revalued no earlier than five years after 
acquisition. If the mortgage is increased or a new loan is granted collateralised 
by the same home, the potential amortisation requirement for the new loan 
shall be calculated on the basis of the last valuation performed (which may be 
at the time of acquisition). Consequently the home cannot be revalued for new 
loans unless five years have elapsed since the last valuation. On the other hand, 
as mentioned above, the LTV and amortisation amount shall be recalculated if 
the mortgage is increased. A revaluation may be carried out when five years 
have elapsed since the last valuation, or after extensive value-adding works 
have been carried out on the home, and this may affect the amortisation of both 
the original and new portions of the mortgage.  
 
The amortisation requirement for households that acquired their home before 
the regulations entered into force may be calculated on the basis of a new 
valuation, even if five years have not elapsed since the home was acquired. The 
new loan shall be amortised if total leverage exceeds 50 % of the market value 
of the home. After that the normal rules for when revaluations can be carried 
out will apply.  
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If there is a drop in house prices, a revaluation of the home may result in the 
amortisation requirement becoming more stringent, for example if the LTV 
were to rise above 70 % of the market value. As no home revaluation 
requirement has been proposed, these situations are likely to be rare and 
possible to avoid for borrowers who do not want to amortise more than they 
already do. However, the regulations do not restrict the lender’s contractual 
right to require amortisation, which the lender may wish to do, for example, if 
the value of the home has declined. 
 
The requirement that at least five years must have elapsed between house 
revaluations applies to each home. The same valuation thus forms the basis for 
the calculation of amortisation for everybody who has taken out loans 
collateralised by the home. A revaluation may not be carried out if a proportion 
of the home has been sold/acquired or when ownership is redistributed between 
existing owners. All of the former co-owners of a home are required to have 
sold their respective shares to enable an original valuation to be carried out, i.e. 
the valuation that can be carried out by a completely new owner of a home. 
 
For unsecured loans converted to mortgages, this may result in the LTV 
exceeding 85 % of the homeʼs value according to the latest valuation 
performed within the framework of the proposed regulation. This is because an 
unsecured loan may be converted into a mortgage subject to the conditions of 
the mortgage cap, which includes an opportunity to revalue the home at any 
time. When the conversion of an unsecured loan into a mortgage leads to larger 
loans than at the time the amortisation amount was calculated, this amount 
shall be recalculated based on the new total mortgage. Annual amortisation 
shall be 2 % of the total mortgage when at its highest. This thus applies even if 
the LTV were to exceed 85 % according to the proposed regulations. 
 
On the occasions when the borrower intends to switch mortgage firms, or when 
the borrower, in addition to their existing mortgage, wishes to obtain a 
mortgage from another mortgage firm, the question arises as to how 
information regarding current valuation shall be provided to a new presumptive 
mortgage firm or one already selected by the borrower. Because the intention is 
that the mortgage holder shall be able to switch mortgage firms, it is also 
important that the information retrieved in a valuation can be sent to a new 
presumptive mortgage firm. It is thus incumbent upon the firm obtaining a 
valuation of a home to ensure that requisite information regarding the valuation 
may, without further formality, be sent to both the mortgage holder and to 
another mortgage firm if the mortgage holder so wishes. The new presumptive 
mortgage firm must use as a basis the valuation performed by the existing 
mortgage firm for calculating the minimum amortisation required according to 
the proposed regulations, unless five years have elapsed since the latest 
valuation. The new presumptive mortgage firm is however not impeded from 
performing or retrieving other valuations or imposing stricter requirements on 
amortisation than what is set out in these regulations. This means that the 
valuation that comes from the existing mortgage company will not force the 
presumptive mortgage company to act in a certain way, other than to impose a 
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certain minimum requirement for how large the amortisation instalments must 
be. 
 
The valuations performed to calculate the amortisation requirement shall not 
change the obligations and possibilities for mortgage firms to value borrowersʼ 
homes in other contexts and for other purposes. A revaluation carried out to 
calculate the amortisation requirement may obviously also be used for other 
purposes, provided the valuation satisfies all of the requirements imposed for 
such purposes. 
 
2.5.2  Which homes are proposed to be covered? 
The requirement should only cover homes in Sweden. This already applies in 
respect of the mortgage cap. The amortisation requirement will therefore not 
cover loans collateralised by a home in a foreign country. This might 
potentially mean that a certain portion of household indebtedness attributable 
to homes is not affected by the amortisation requirement. However, 
Finansinspektionen considers that the scope of such loans, in relation to total 
mortgages, is limited and that the overall risks associated with such loans are 
therefore slight. There is therefore no call to extend the amortisation 
requirement to loans collateralised by homes in foreign countries. 
 
‘Homes’ should mean dwellings for one or two families and tenant-owned 
apartments for housing purposes. It is also proposed to include condominiums 
for housing purposes. In the same way as with the mortgage cap, no material 
importance should be ascribed to the tax law definition of a home or property. 
Structures in which the home buyer decides to arrange for a legal person to 
acquire the home shall not be subject to rules that differ from those otherwise 
applicable to the housing market. The amortisation requirements imposed shall 
not be less stringent than for those acquiring homes privately.  
 
If the home acquired is intended to be used as a home for a legal person’s 
representative or someone else in their family, this is an acquisition that is 
subject to the amortisation requirement. It is thus irrelevant whether the home 
should thereby be classified as commercial premises or a commercial tenant-
owner property because it was acquired by a legal person. The financing of the 
acquisition of homes by legal persons should consequently be subject to the 
amortisation requirement. In that way prices set in the housing market will not 
depend on whether the purchaser is a natural or legal person.  
 
Holiday homes should be covered, as with the mortgage cap. 
Finansinspektionen sees no reason why holiday homes should be exempt from 
the regulations as they are also used for housing purposes, even if they are not 
a permanent dwellings, and their leverage could have a significant impact on 
total indebtedness. 
 
One specific issue is what should apply in respect of properties at which 
agricultural or forestry activities can be pursued, but that also include a home. 
Finansinspektionen considers that loans attributable to the residential portion of 
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such properties are to be subject to the amortisation requirement. In these 
specific cases, Finansinspektionen is of the opinion that there is reason to use a 
tax law point of departure. The Swedish Tax Agency subdivides properties into 
different tax assessment units. This kind of unit is referred to as an ‘agricultural 
unit’ and covers non-residential agricultural buildings, arable land, grazing 
land, productive forest land and non-productive forest land as well as single-
family dwellings and undeveloped land for single-family dwellings that lie on 
the agricultural property. Agricultural and forestry properties that exceed two 
hectares and include a home used by the property owner or people closely 
related to them are subdivided for tax law purposes into a commercial portion 
and a residential portion according to the Swedish Tax Agency. This 
subdivision is shown by the regular tax assessment that takes place every few 
years. According to the Swedish Tax Agency, this subdivision serves as a 
guide for e.g. the taxation of the property owner’s interest on the loans taken 
out to acquire the property. When a new owner acquires the property, they can 
apply for the subdivision between the commercial and residential portion to be 
reconsidered. 
 
Finansinspektionen proposes that the tax law subdivision made for agricultural 
and forestry properties may also serve as guidance for the amortisation of the 
loans granted to acquire such property. A loan collateralised by property shall 
be divided up into proportions corresponding to the relationship between the 
commercial portion and the residential portion of the property. Only the 
proportion of the loan relating to the residential portion of the property should 
be subject to the amortisation requirement. This portion of the loan shall be 
compared to the market value of the residential portion of the property and this 
calculation shall serve as guidance for whether the loan carried on the 
residential portion is to be amortised and how much this amortisation should 
be. This in itself implies that loans taken out for just the residential portion, for 
example to renovate the home, will in fact be interest-only for the portion that 
is assessed to equal the other parts of the property. Conversely, a loan that is 
intended for use in the commercial operations will be partially covered by the 
amortisation requirement. However, Finansinspektionen considers that it would 
be difficult to devise a rule to eliminate these consequences. 

2.6 Exemptions on special grounds 

The point of departure for this proposal is that a mortgage firm should be able 
to permit a mortgage holder not to amortise for a limited period in accordance 
with the regulations in the event of a significant deterioration in their financial 
situation. There is a risk of households becoming less resilient to negative 
shocks if there were no opportunities to permit an interest-only period. At the 
aggregate level this may mean increased macroeconomic risks. This would 
counteract the purpose of the regulations, i.e. to reduce the macroeconomic 
risks associated with relatively highly leveraged households. 
Finansinspektionen proposes to allow a mortgage firm to permit borrowers to 
refrain from amortising for a limited period if there are special grounds. 
However, this requires that the circumstances that constitute special grounds 
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occur after a mortgage has been granted and thus do not exist when the loan is 
granted.  
 
It would be far too difficult to attempt to state in the regulations all of the 
specific reasons and circumstances that would give rise to an exemption. Every 
household has its specific situation, which mean that various perceivable 
negative scenarios have a different overall impact on each householdʼs 
financial situation. For this reason Finansinspektionen proposes that there 
should be scope for mortgage firms to determine what should be deemed to be 
ʻspecial groundsʼ on a case by case basis. Mortgage firms have extensive 
experience of dealing with borrowers who have ended up in financial difficulty 
and are therefore well-prepared to decide whether the problem is of such a 
nature that a borrower may be permitted to refrain from amortising for a 
limited period. The amortisation requirement and exemption possibilities 
should not significantly change how the mortgage firms deal with this kind of 
loan and borrowers with a weak cash flow compared with today. 
 
There are many circumstances and situations that mean that there would be 
special grounds to permit a borrower to refrain from amortising for a period. 
Typical situations are unemployment, long periods of sick leave and death in 
the immediate family. Although the changed circumstances that can affect a 
borrower may be of a permanent nature, an exemption from the amortisation 
requirement should be temporary and regularly evaluated by the lender. The 
purpose of the amortisation requirement is to reduce the macroeconomic risks 
associated with relatively highly leveraged households. Allowing highly 
leveraged households to have a permanent exemption from the amortisation 
requirement would mitigate this. However, an exemption could be granted for 
several years if the grounds persist. 

2.7 Exemptions for loans granted for acquiring newly constructed 
homes 

According to the proposal referred to the Council on Legislation, it is proposed 
that loans granted for the acquisition of newly constructed homes shall be 
exempted from the amortisation requirement. Finansinspektionen therefore 
proposes that a possibility be introduced into the regulations for mortgage 
firms to grant an exemption from the amortisation requirement to borrowers 
acquiring a newly constructed home. Such a possibility entails no obligation 
for the mortgage firms to permit a borrower not to amortise. It is important that 
the mortgage firms themselves have the possibility to set which amortisation 
requirements they impose on their borrowers based on their assessment of the 
household’s financial situation. 
 
According to the proposal referred to the Council on Legislation, no time limit 
is proposed for this exemption. However, the exemption should be limited to 
the person(s) who originally acquired or ordered the construction of a new 
home. The reason for this is that housing construction should, to a very minor 
extent or not at all, be affected by the loan terms for people who are secondary 
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acquirers of a home or a preliminary contract.  The mortgage terms issued to 
people who are secondary acquirers of a relatively newly produced apartment, 
or who take over a preliminary contract, should therefore not diverge from the 
terms applicable for acquirers of a home out of an existing stock.  
 
What constitutes, or what will constitute, a “newly constructed home” is 
usually not difficult to judge. However, there may be situations in which it is 
not so simple. The main rule ought to be that newly constructed homes exist in 
cases where a new housing area has been built and that homes have been 
created on that new area.  
 
A newly constructed home does not require the construction of an entirely new 
building. The reconstruction of existing buildings can lead to the creation of 
newly constructed homes. For example, it can be a case of a property’s 
functional area of use being changed such that a home is created. For example, 
it should be possible to grant exemptions from the amortisation requirement for 
loans taken out to acquire a home that has emerged following the conversion of 
an industrial building, a storage facility or an attic that did not used to be a 
housing unit. Also, it should also be possible to exempt loans taken out to 
acquire homes that have emerged following the extension of an existing 
residential property and which gives rise to further housing units.  However, 
exemptions cannot be granted for loans taken out to finance the extension of an 
existing housing unit. This means that building measures that only extend 
existing living space are not to be considered to be a newly constructed home. 
It must be considered that the term “new home” shall mean that the home 
consists of new living area. This means that homes created by larger housing 
units being divided up into several smaller units cannot be considered to 
constitute such newly constructed homes that could enable mortgage firms to 
permit a borrower not to amortise. The same applies to conversions of rental 
apartments to tenant-owner apartments. This consists only of a change in the 
tenure structure and does not entail the creation of new homes. Loans granted 
to borrowers who, in a conversion process, acquire what was formally a rented 
apartment are thus not covered by the exemption.  
 
It is not uncommon for individuals to borrow money partly for acquiring a 
property and partly to pay for the erection of a home on the property. 
Sometimes, loans known as construction loans are used initially which are 
subsequently converted into mortgages. When there is a usable home on the 
property, a newly constructed home exists and the mortgage firm may permit 
granted mortgages, to pay for the acquisition of the property and the erection of 
the building, not to be amortised. This applies for the borrower who originally 
ordered the construction of the home with the purpose of using it. If a business 
operator constructed the home with the intention of letting somebody else 
acquire it, it is the acquirer who shall be considered the original acquirer and 
hence to whom the mortgage firm may grant permission not to amortise in 
accordance with the proposed regulations. 
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3 Consequences of the proposal 

Finansinspektionen describes below the consequences that the proposed 
regulations are considered to have for mortgage firms, society and consumers 
as well as for Finansinspektionen.  

3.1 Consequences for mortgage firms 

The firms directly affected by the proposed amortisation requirement are credit 
institutions (i.e. banks and credit market companies) that grant mortgages. This 
currently includes around 130 firms. However, only a limited number of these 
firms grant mortgages to any considerable extent. Indeed, mortgages are 
mainly granted by banking companies and savings banks, including associated 
mortgage institutions. In total these amount to around 90 firms. The eight 
largest entities – Danske Bank, Handelsbanken, Länsförsäkringar Bank, 
Nordea, SBAB, SEB, Skandiabanken and Swedbank – together account for 
approximately 95% of the total current mortgage volume and thus comprise 
virtually the entire market.18 
 
Finansinspektionen considers that the proposed regulations will mean slightly 
higher costs for mortgage firms in relation to their existing costs and mortgage 
revenues. Amortisation is something that mortgage firms already deal with 
today. Therefore the amortisation requirement is not expected to require any 
substantial adjustments for firms, although there may be some additional costs 
for adapting procedures and internal systems and for training staff in the new 
rules. Following consultation with the Swedish Bankersʼ Association, 
Finansinspektionen estimates that the amortisation requirement will give rise to 
a one-off cost of around SEK 3 to 7 million for each of the eight largest 
mortgage firms. Some of these costs, such as for training, depend on the size of 
the mortgage firm and the scope of its mortgage operation, while others will be 
relatively similar regardless of the mortgage firm’s size and operation. Overall, 
these one-off costs should therefore be less for the smaller mortgage firms, but 
may still involve a greater burden in relation to the lower turnover of such 
firms. Finansinspektionen estimates that the average one-off costs for the 
smaller mortgage firms will not exceed SEK 1 million. On the whole, 
Finansinspektionen considers that the total one-off cost for the entire mortgage 
sector will amount to no more than SEK 122 million.19 However, these 
estimates are subject to great uncertainty and the actual cost may be lower than 
this estimate.  
 
Although the one-off costs might represent a greater burden for the smaller 
mortgage firms, Finansinspektionen considers that the regulation will not lead 
to any significant restrictions to competition in the mortgage market. Above all 
this is because the one-off costs are low in relation to the revenue generated by 

                                                 
18 It is these eight banks that are included in Finansinspektionen’s mortgage survey.  
19 Using an average assumption of no more than SEK 5 million for the eight largest firms, the 
total amount will be: 8 x 5 million + 82 x 1 million = SEK 122 million.    
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mortgages. Furthermore the amortisation requirement is not expected to 
prevent new entities from entering the mortgage market, as there should not be 
any significant additional costs for starting a mortgage operation.  
 
In addition to these one-off costs, the regulation will also involve certain 
additional running costs for mortgage firms. It is mainly a case of the 
requirements possibly entailing some customer meetings taking longer and that 
mortgage firms may therefore require more staff. When switching lenders, the 
exchange of information between mortgage firms may need to increase, for 
example about when the last valuation of the home was carried out. Ongoing 
costs depend on both the size of the mortgage firm and the business model, and 
may therefore vary significantly from firm to firm. Finansinspektionen 
estimates that the annual total costs will at most be just shy of SEK 90 million 
annually for mortgage firms. This estimate is based on data from the 2013 
mortgage survey when the eight largest mortgage firms for the year drew up 
new mortgage agreements for just under SEK 380 billion in total. The average 
loan size was approximately SEK 1.5 million, which means around 250,000 
customer meetings, equalling approximately 265,000 customer meetings for 
the entire mortgage market. Finansinspektionen presumed in its calculation that 
the amortisation requirement involves an increase in resources used 
corresponding to 15 minutes of staff time per meeting and that the cost of one 
staff hour is SEK 1,300. 
 
The mortgage firm and borrower are likely to have had many discussions about 
the loan’s amortisation when the mortgage was granted. Therefore the issue of 
mortgage amortisation is already being dealt with at that time as part of the 
mortgage firms’ operating activities. This should mean that the amortisation 
requirement will not entail any significant changes to the firms’ organisation 
and systems. Finansinspektionenʼs estimate of the firms’ costs should therefore 
be viewed as an estimated upper limit. 
 
The amortisation requirement also eventually means that the mortgage firms’ 
current mortgage volume will be lower than it would have been without the 
requirement. This is likely to reduce the interest income for mortgage firms 
while also lowering the risks in individual mortgages as borrowers become less 
sensitive to shocks.  
 
The interest-rate level is the most important competitive tool in the mortgage 
market. In contrast to interest payments, amortisation is not a cost for the 
borrowers, but represents expenditure that some borrowers may wish to avoid. 
Amortisation terms may therefore also be an important competitive tool for 
mortgage firms. A regulation limiting the opportunities for firms to decide on 
their own amortisation terms may therefore lead to some deterioration in 
competition in the mortgage market. However, based on the risks that 
relatively highly leveraged households may pose to the economy, 
Finansinspektionen does not consider that it is desirable for mortgage firms to 
compete by offering interest-only mortgages to relatively highly leveraged 
households.  
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The amortisation requirement is not expected to give rise to any significant 
costs in the form of additional reporting for mortgage firms. The largest firms 
that grant mortgages report data annually to Finansinspektionen as part of the 
annual mortgage survey. The results of the survey are used to ensure 
compliance with the mortgage cap and to analyse the risks associated with 
household indebtedness. Finansinspektionen is considering extending the 
mortgage survey in the future to include compliance with the proposed 
regulations relating to the amortisation requirement. 

3.2 Consequences for society and consumers 

3.2.1  Increased amortisation 
Finansinspektionenʼs proposal is to introduce a minimum amortisation rate for 
mortgages exceeding 50 % of the homeʼs value. Households with such 
leverage are considered to react more strongly to negative shocks in the 
economy and may therefore create or amplify an economic downturn. An 
amortisation requirement contributes to the objective of curbing the 
macroeconomic risks posed by relatively highly leveraged households by 
ensuring that such households reduce their leverage over time (see more about 
this in section 1). 
 
Finansinspektionen has made estimates based on the sample of new loans 
compiled annually in the mortgage survey to assess how the amortisation 
requirement will affect borrowers’ amortisation. These estimates are based on 
data from 2014 and take no account of behavioural effects, i.e. that borrowers 
may choose to borrow less than previously following the introduction of the 
requirement. Nor do the calculations take account of any house price effects.  
 
The proposed regulations would mean that the proportion of households with 
new mortgages that amortise would increase from 68% to 87%. The average 
amortisation amount in relation to income would increase from 3.5% to 5.6%. 
The amortisation requirement for borrowers with an LTV of more than 50% 
(i.e. just looking at those affected by the requirement) would mean that average 
amortisation would increase from approximately SEK 1,500 to SEK 2,650 per 
month, or on average 75%. As borrowers with LTVs of between 50% and 70% 
currently amortise less than borrowers with LTVs of more than 70%, the 
relative change in the proportion of borrowers that amortise would be greatest 
for these borrowers (Charts 3 to 5 in Appendix 1).20  
 
Borrowers with LTVs of more than 85 % (i.e. borrowers with unsecured loans) 
amortise significantly more than other borrowers. This is probably primarily 
due to mortgage firms imposing higher requirements for the amortisation of 
unsecured loans. When Finansinspektionen considered the effects of the 

                                                 
20 See Finansinspektionen’s memorandum “Measures to handle household indebtedness – 
amortisation requirement”, Finansinspektionen Ref. 14-15503, for a more detailed analysis of 
the effects of various amortisation requirements. 
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amortisation requirement for such borrowers, the amortisation that ensued from 
the amortisation requirement was added to the amortisation originally made on 
unsecured loans. This means that amortisation for such borrowers increases 
significantly as a consequence of the amortisation requirement, from on 
average just under 7.5% of income to 12% of income. This calculation is based 
on the assumption that unsecured loans will be amortised at the same rate even 
after the proposed regulations have started to apply.  
 
Unsecured loans, such as consumer credit or unsecured loans taken out in 
conjunction with financing a home, usually carry higher interest rates than 
mortgages. It is therefore better for households with such loans to amortise 
them instead of their mortgages. Because it is uncommon for creditors to issue 
unsecured loans without requiring amortisation, the amortisation requirement 
will probably not suppress amortisation on other loans to any considerable 
degree. Instead, it is reasonable to expect that amortisation for borrowers with 
unsecured loans will increase as a consequence of the amortisation 
requirement. However, it is not possible to eliminate the prospect of certain 
borrowers reducing their amortisation on unsecured loans as a consequence of 
the amortisation requirement. Overall, unsecured loans make up just shy of 
10 % of total household debt. On the whole, Finansinspektionen therefore 
assesses that any higher interest expenses as a consequence of households 
amortising their mortgages rather than their other loans would be minor and 
only cover a limited number of households.  
  
However, with the proposed amortisation requirement, the conditions ought to 
be in place for borrowers, subject to the conditions set out in the loan 
agreement, to primarily amortise the parts of their mortgage that carry 
relatively higher interest. 
 
When looking at other groups of borrowers and how their amortisation 
behaviour would change as a consequence of an amortisation requirement, 
borrowers on the highest income are affected slightly more than those on 
intermediate levels of income looking at the proportion that amortise. This is 
also the case when looking at the size of amortisation in relation to borrowers’ 
income (Charts 6–8 in Appendix 1). This is largely because many borrowers on 
lower income are already today spending a larger portion of their income on 
amortisation than borrowers with higher income do. The change in 
amortisation behaviour is most significant in large cities, while borrowers in 
the rest of Sweden are not affected to the same extent (Charts 9–11 in 
Appendix 1). This is due firstly to amortisation currently being more common 
in the rest of Sweden and secondly because borrowers in the rest of Sweden do 
not have debts that are as large in relation to their income as those living in the 
large cities.  
 
In the current situation it is more common for younger borrowers to amortise 
than older borrowers. The amortisation requirement will therefore involve quite 
a substantial change in how many people amortise in the higher age groups. 
The change in amortisation as a proportion of income will be most significant 
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for borrowers in the age groups 30 to 50 years, while it is least significant for 
borrowers over the age of 65 (Charts 12–14 in Appendix 1). Finally, 
Finansinspektionenʼs analysis shows that the amortisation requirement has a 
relatively equal effect on different types of family. In the initial situation there 
are no major differences between households with one or two adults, regardless 
of whether it is a case of households with or without children. In terms of how 
large a proportion of income is used for amortisation, single people are 
currently amortising slightly more than households with two adults, and 
continue to do so even after the amortisation requirement has entered into force 
(Charts 15–17 in Appendix 1).  
 
3.2.2  Macroeconomic effects 
It is difficult to accurately assess the macroeconomic effects of the proposed 
regulations. Finansinspektionen has estimated the effects that the proposed 
amortisation requirement would have on the aggregate LTV and debt-to-
income ratio, given that the behaviour of new borrowers does not change 
compared with the behaviour in 2014. These estimates suggest that the 
amortisation requirement will eventually mean that the total LTV for all 
mortgaged households falls by approximately 3.5 percentage points compared 
with no amortisation requirement being introduced. It means that the share of 
borrowers with LTVs exceeding 50% decreases. However, it is not possible to 
determine the exact extent of this as Finansinspektionenʼs estimates are made 
at an aggregate level for all mortgaged households. Finansinspektionenʼs 
estimate also shows that the amortisation requirement results in a long-term 
reduction in the aggregate debt-to-income ratio by around 17 percentage points 
for mortgaged households compared with no amortisation requirement being 
introduced.  
 
Finansinspektionen has also considered how house prices and consumption 
might be affected by an amortisation requirement. These assessments are very 
uncertain as relationships are complex and dependent on several assumptions. 
It is possible to assess how the amortisation requirement affects house prices 
based on assumptions about various households’ financial conditions and their 
willingness to pay for their home. Homes will be less in demand from 
primarily households with limited cash flows and households with a short 
planning horizon. All in all, the amortisation requirement is considered to 
result in aggregate demand for homes decreasing by approximately 5 %. If the 
supply of owner-occupied dwellings remains the same, it is reasonable to 
expect this reduced demand for homes will have a full impact on prices, which 
may thereby keep a lid on the price progression for several years. However, the 
supply of owner-occupied dwellings may decline as a consequence of lower 
demand. Consequently the price impact would probably be slightly lower in the 
longer term. If house prices are subdued, people who are already home owners 
will have lower wealth, while people moving and first-time buyers will find it 
cheaper to buy a home. All in all, the lower wealth progression is expected to 
curb consumption slightly. The dampening of consumption is expected to peak 
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within a couple of years when it will amount to no more than 0.5 to 1% 
compared with no requirement being introduced.21 
 
Finansinspektionenʼs proposed amortisation requirement increases housing 
expenses for relatively highly leveraged borrowers, which has a slightly 
curbing effect on demand for homes. Since buyers of newly constructed homes 
may be granted an exemption from the amortisation requirement, demand for 
new homes is not expected to be affected to any great extent, however. This is 
because there are two counteractive effects. On the one hand, the possibility for 
an exemption ought to increase willingness to pay for newly constructed homes 
compared with existing homes. On the other hand, if the house price trend is 
generally curbed, willingness to pay for homes in general might decline. 
Demand for construction services (for example, renovation and conversion 
work) may also be affected in cases where these are financed by means of new 
mortgages.  

 
3.2.3  Lock-in effects 
An amortisation requirement that only covers new mortgages inevitably creates 
a certain lock-in effect in the housing market. This is because households, 
insofar that they consider that their desired consumption level is affected by the 
amortisation requirement over time, decide not to move to the same extent as 
they otherwise would. These households may decide to a certain extent not to 
move to avoid being subject to the amortisation requirement. Such lock-in 
effects mean that mobility is impaired in the housing market and involve a 
socioeconomic cost. However, Finansinspektionen considers that this effect 
should be limited and that it is preferable to the alternative of the amortisation 
requirement also covering existing mortgages. The lock-in effect will also 
decrease over time, as more households move and take out new mortgages that 
are subject to the amortisation requirement.  
 
The lock-in effect should primarily affect households that plan to move to a 
more expensive home, as it is primarily these households that might be 
expected to need to take out a large mortgage. Households planning to move to 
a cheaper home should be more able to finance the acquisition of a home using 
equity rather than borrowed capital, even if they still need to borrow.  
 
Also, households that purchase newly constructed homes can be expected to 
have less of an incentive to subsequently move. This is because such 
households can be granted an exemption from the amortisation requirement for 
as long as they remain in the newly constructed home. A subsequent move for 
such a household to a home that is not newly constructed will give rise to the 
amortisation requirement. 
 

                                                 
21 See Finansinspektionen’s memorandum ʻMeasures to handle household indebtedness – 
amortisation requirement, Finansinspektionen Ref. 14-15503 for a more detailed description of 
Finansinspektionen’s estimates. The calculations have been updated based on mortgage data 
from 2014. 



FI Ref. 14-16628 

 

43
 

Amortisation increases the householdʼs housing expenses but is fundamentally 
a way of saving. This suggests that a lock-in effect as a consequence of the 
amortisation requirement would not be as strong as it would if it were a cost. 
Indeed, lock-in effects often involve behaviour that aims to avoid costs, for 
example a household that decides to continue living in its home to avoid 
paying capital gains tax when selling it. As amortisation is a kind of saving, the 
desire among households to avoid amortising should be significantly lower 
than, for example, the desire to avoid paying tax. The strongest lock-in effect 
that arises as a consequence of the amortisation requirement is likely to be for 
households which, in the initial situation, only save a small amount or none of 
their monthly income, and who would thereby have to refrain from 
consumption rather than change their form of savings if they had to amortise 
more.  
 
3.2.4  Restricted opportunities to borrow 
Finansinspektionenʼs amortisation requirement may restrict the opportunities 
for some borrowers to borrow. This is because increased amortisation means 
higher monthly housing expenses, which may affect the mortgage firms’ 
discretionary income calculations. These calculations form part of the 
mortgage firms’ credit assessment and affect how much a borrower may 
borrow. Higher housing expenses may mean that borrowers cannot borrow as 
much as they would have been able to if their housing expenses had been 
lower. This may be considered to affect in particular borrowers who need to 
borrow a lot of money and need to take out a mortgage that is large in relation 
to the borrowers’ income. Restricted borrowing capacity may hence mean that 
some first-time buyers find it more difficult to enter the housing market. 
However, the Swedish Bankersʼ Association’s previous amortisation 
recommendations have meant that highly leveraged borrowers currently 
already amortise more. The amortisation requirement proposed by 
Finansinspektionen should therefore mean that the opportunities for such 
borrowers to borrow will decrease only marginally. Furthermore, the 
amortisation requirement may also be considered to have a curbing effect on 
house prices, which would benefit first-time buyers. The way in which the 
amortisation requirement will affect the ability of first-time buyers to purchase 
a home is hence ambiguous.  
 
Instead it is likely to primarily be younger households in large cities that have 
been established in the housing market for some years and want to move to a 
more expensive property (for example due to starting a family) that may see a 
limitation on their borrowing possibilities as a consequence of the amortisation 
requirement. Owing to rising house prices in recent years, such households 
often have no problems with paying for the capital investment in their new 
home, and therefore rarely need to borrow up to the mortgage cap limit. For 
this reason, they were previously unlikely to have amortised as much as highly 
leveraged households. On the other hand, they may need to take out large loans 
in relation to their income to afford a larger home if they want to continue 
living in an attractive area of a large city. As this group of households may be 
expected to need to increase their amortisation as a consequence of the 
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amortisation requirement, it is also likely that they will experience a certain 
limitation in their borrowing capacity. This may mean that they are forced to 
continue living in their old home for longer, or they may decide on a new home 
that is cheaper than they would otherwise have chosen. 
 
3.2.5  Restrictions in the freedom of households to choose forms of saving 
An amortisation requirement encroaches upon a householdʼs freedom to 
choose its own form of saving. For some households, this will mean that they 
amortise more than they would otherwise have done. This may mean that they 
reduce their consumption or reduce their other savings. The aggregate future 
yield might be lower than it would have been without an amortisation 
requirement for households that replace other savings with amortisation 
because of the requirement. This is because mortgage rates, primarily after tax 
relief on mortgage interest, are generally lower than the expected yield of many 
other forms of saving. At the same time, however, the risk associated with 
household savings declines as the value of other savings, such as shares and 
investment funds, may fluctuate significantly. Amortisation always represents a 
secure saving in the form of a reduced mortgage and reduced interest payments 
in the future, while other forms of saving generally include the possibility of a 
higher return but also the risk of incurring a loss. Considering the risk 
associated with various forms of saving, amortisation thus does not need to be 
an inferior form of saving than riskier savings. 
 
However, types of saving other than amortisation generally have the advantage 
of money being available if required, for example in the event of negative 
shocks such as loss of income. It may be difficult in such a situation for a 
borrower to obtain a new loan corresponding to the amortisation previously 
made in order to sufficiently cover their expenses, while shares or funds may 
be sold and money in savings accounts withdrawn. For this reason, an 
amortisation requirement may increase household vulnerability. At the same 
time, many households that currently save very little will have increased 
resilience to shocks by increasing amortisation. There is a relatively limited 
risk of household resilience being impaired as a consequence of the 
amortisation requirement, as Finansinspektionen is proposing opportunities to 
make exemptions for households that meet with financial difficulty.  
 
3.2.6 Time-limited exemptions may mean borrowers being forced to move 
According to Finansinspektionenʼs proposal, mortgage firms shall be able to 
permit lenders to refrain from amortising if there are special grounds. 
However, it should only be possible for this to apply for a limited period. 
Afterwards, borrowers must resume their amortisation. There is a risk of the 
monthly expenses for some borrowers becoming so high owing to the 
amortisation requirement that they are forced to leave their home if they are 
affected by, for example, a loss of income. Moving may be a protracted process 
involving expense. However, Finansinspektionenʼs proposed amortisation 
requirement should not mean any drastic cost increases for borrowers. These 
increases correspond at most to a rise in interest of just over two percentage 
points, which most borrowers should have the margins to cope with, even if 
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they are affected by shocks. In the event that they do not have such margins, it 
is doubtful that the borrower would have been able to continue living in their 
home even without the amortisation requirement. Exemptions may however be 
granted for several years if the grounds persist (cf. section 2.6). 
 
It is important for mortgage firms to have a dialogue with their borrowers 
about their long-term financial situation. It is of particular importance to 
discuss long-term financial conditions in the event of borrowers being affected 
by shocks and permitted to refrain from amortisation for a certain period. This 
will make it easier for borrowers to consider, during the period when they are 
not amortising, whether they want to, or will need to, adjust their housing 
situation in the future. 

3.3 Consequences for Finansinspektionen 

Finansinspektionen conducts an annual survey of new mortgages which, for 
example, monitors compliance with the mortgage cap and analyses the risks 
associated with household indebtedness. As part of this survey, 
Finansinspektionen also receives data that may be used to monitor the extent of 
compliance with an amortisation requirement. Although slightly more 
resources will be required to monitor the amortisation requirement, the 
proposed requirement is not expected to result in any major changes for 
Finansinspektionen. 
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Appendix 1 – Effects for different categories of borrower 

Finansinspektionen has estimated how the proposed regulation might affect 
different categories of borrower based on mortgage data from 2014.22 These 
estimates relate to borrowers with new mortgages. All of the figures refer to the 
average for each category of borrower. 
 
Effects for borrowers with different LTVs 
 
Chart 3 Proportion amortising by LTV interval 

 
Chart 4 Average amortisation amount by LTV interval (SEK/month) 

 

                                                 
22 See Finansinspektionen’s report ‘The Swedish Mortgage Market 2015’, 14 April 2015 for a 
more detailed description of the data material. 
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Chart 5 Amortisation as a proportion of income by LTV interval 
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Effects for different income groups23 
 
Chart 6 Proportion amortising by income decile 

 
Chart 7 Average amortisation amount for each income decile (SEK/month)  

 
Chart 8 Amortisation as a proportion of income by income decile 

 

                                                 
23 The income groups are income deciles in which Group 1 comprises households with monthly 
income after tax of between SEK 0–20,626, Group 2 between SEK 20,626–24,473, Group 3 
between 24,473–29,100, Group 4 between SEK 29,100–34,342, Group 5 between SEK 
34,342–39,155, Group 6 between SEK 39,155–43,576, Group 7 between SEK 43,576–48,188, 
Group 8 between SEK 48,188–54,167, Group 9 between SEK 54,167–63,709 and Group 10 
between SEK 63,709–732,315. 
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Effects for different age groups 
 
Chart 9 Proportion amortising by age group 

 
Chart 10 Average amortisation amount by age group (SEK/month)  

 
Chart 11 Amortisation as a proportion of income for each age group 
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Effects for different regions 
 
Chart 12 Proportion amortising by region 

 
Chart 13 Average amortisation amount by region (SEK/month)  

 
Chart 14 Amortisation as a proportion of income by region 

 



FI Ref. 14-16628 

 

51
 

Effects for different family types 
 
Chart 15 Proportion amortising for different family types 

 
Chart 16 Average amortisation amount for different family types (SEK/month) 

 
Chart 17 Amortisation as a proportion of income for different family types 

 


