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PROPLAW AND THE BANKS: WHY PROPLAW MEMBERS CAN BENEFIT FROM A MORE LEVEL PLAYING FIELD.





As most of you are aware, several of the major banks are now embarking on a strategy to reduce the number of origination agreements and the commissions paid.  While they are using the property downturn as an opportunity to clean house, what we are really seeing is a classic example of an industry becoming mature. 





During the property boom, new originators literally sprang up like mushrooms.  And the banks, desperate to build distribution, proliferated origination contracts and offered more and more commission to “buy” business from the fastest growing players.  The result was, increasing levels of intermediaries, but also increasing dominance by a handful of giants. 





While nobody likes change, especially when it may require some sacrifice in the short term, the reality is that what developed was not sustainable.  A scenario with fewer, but more viable players- and a level playing field - will be in the long term interest of those that survive the coming shakeout.  And PropLaw will definitely be one of them!





The unique and important role played by PropLaw and its members is universally acknowledged in our ongoing discussions with the banks and others.  We are not just “another originator”.  Rather, PropLaw is recognised as an important partner in helping to build and strengthen the viability of the property lawyers who are essential to the property value chain.  Bond origination is just one service offered by our members to their clients as part of a seamless one-stop professional service around any property transaction.





This is why PropLaw has been assured of national origination contracts.





There is the possibility of a reduction in commission structures.  However, it must be noted that any such reduction would be applicable to ALL originators to level the playing field. Amendments to our commission structures, if any, will probably not come into effect before 1 March 2009.  





Meanwhile, PropLaw remains engaged in discussions with the banks to ensure the best possible outcome.  But, the important thing is that we all remain focused on new opportunities.  Bluntly, the large contraction in the number of origination contracts opens up big opportunities for us all.  As interest rates decline (projections are for significant cuts over the course of this year) and the property market reignites nobody should be better positioned to take advantage than PropLaw and its members!





Please do not hesitate to contact us if you have any questions or comments.





Reenen de Villiers
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