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Buying your first home is an incredibly
exciting prospect, but it can also be
daunting.

Many people start the process of looking
for a suitable property with questions
about mortgages and deposits whizzing
around their heads. If you're hoping to get
onto the property ladder, and you have
questions about first-time buyer
mortgages, you're not alone.

Here are some common questions and
some useful information about taking out
a mortgage as a first-time buyer.

Overview

The complications of buying your first home can
know no bounds, and sometimes it can be a
rather daunting task. The purpose of this guide
is to take you on a journey through the
mortgage process, and by the end., you will be
furnished with all of the knowledge you will
need to when it comes to buying your first
home.

What is a mortgage?

Without wanting to be condescending, we are
going to explain what a mortgage is briefly.
Essentially a mortgage is a loan that is provided
by a bank or lender that will provide you with
the finance needed to purchase a property.

¥hen you take out the loan, you make a prom-

ise to the lender that you will repay, and you
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place the property itself up as collateral. If you
fail to repay the mortgage. the lender then has
the option to repossess the property and sell

ion to make the amount of the loan up.

What types of mortgage deals are
available?

While you will hear lots of terms brandished
about, it is essential to realise that all
mortgages tend to fall into two categories. The
first is a repayment mortgage. this type of
mortgage is where you pay off some of the
mortgage and some of the interest each month.

The second is an interest-only mortgage. With
an interest-only mortgage, you pay off all of the
interest first, and at the end of the mortgage
term you will then pay off the originally

borrowed sum.

Within the two categories mentioned above,
there are a few types of mortgage deal you can
choose from. We will now break this down
below:

Fixed-rate mortgage - A fixed-rate mortgage
maintains a single rate of interest throughout the

term of the loan.

Tracker mortgage - A tracker mortgage is a loan
with an attached variable rate. Tracker rates are

generally set at an introductory rate.

Discount mortgage - A discount mortgage is a
loan that has a pegged interest rate that is
generally lower than the lender's standard

variable rate for a set period.
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Offset Mortgages - An offset mortgage is
generally linked to a savings account, and this
allows you to have a reduction in charged inter-
est.

When it comes to the type of mortgage you
choose, it will generally be valid for a set
number of years - usually between one and 10
- this is known as the mortgage introductory
period.

After your introductory period, you will then be
moved onto an SVR or standard variable rate
mortgage. The SVR mortgage will usually have
a higher interest rate when this happens; most
people choose to switch to a brand new
mortgage deal.

There are some considerations that can play a
huge part in your choice of a mortgage, and
they include:

e The kind of property you are buying

e How much deposit you have managed
to save

e  Your monthly repayment affordability

® The length of time for the mortgage

®  \Whether you are using a scheme such

Knowing what kind of mortgage or deal is best for
you can be a hugely daunting thing. The best
thing you can do in these situations is to employ
the help of a mortgage advisor.

Check out your finances

As we have briefly mentioned, the type of
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mortgage you can have will often depend on
your personal circumstances, and one of the
most important things you should have in place

when looking for a mortgage is a deposit.
If you hope to get a mortgage, you should be

looking to save at least a 10% deposit of the
total cost of the property you are looking to buy.
There are some lenders out there that offer a 5%
deposit, but you will generally find that the
interest rates are higher and that you don't have
much in the way of options.

When it comes to getting the best deals
available, a deposit of 25% will open up plenty
of doors for you. When it comes to saving for a
deposit, it is best to start as soon as you can.
Saving a deposit can take many years, so the

earlier you start, the better.

Getting an agreement in principle

When the time comes that you want to start
viewing properties, any estate agent you have
dealings with will probably ask if you have an

agreement in principle or an AIP.

An AIP is a statement from a bank or mortgage
provider that says that in principle, they are
prepared to lend you a certain amount of
money. Of course, the AIP is subject to several
affordability checks being passed.

When you have an AIP, this can help prove to
estate agents and buyers that you are a serious
buyer and not just pavement kicking to waste
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their time. It is important to note that having an
AIP may not always be necessary and can from
time to time, leave a little mark on your credit
score. So before you head out and start looking
at properties, you should consider calling a few
estate agents and seeing whether you will need
an AlIP.

Getting a mortgage offer

So, you have your AIP, and now you are ready to
apply for your mortgage, this is where the skills
of a good mortgage broker can really come in
hand.

A good mortgage broker will request every
piece of documentation that will be needed by
the lender and more often than not, they will
also have a good relationship with the lenders.
Something that not many people realise is that
a mortgage broker will generally have access to
offers, rates and deals that cannot be obtained
should you go directly to the lender.

In the hands of a good mortgage broker, a
mortgage offer could be on the table very
quickly and nowadays; there are even banks
and lenders that offer a mortgage in 24 hours.

Once you have received a formal offer of a
mortgage from a lender, it will generally have a
limit on validity. Most lender mortgage offers
will be valid for around 3-6 months. If your first
home is a new build, the offers tend to be valid
for more extended periods of time.

It is important to realise, that in some cases,
completing a house purchase can stretch
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out.due to checks that are carried out during
the legal process. In cases like this, you would
have to ask for an extension from the lender.

Moving Day

After putting everything in the hands of the
legal team, the day will soon come around when
you get your keys. Dependant on the involved
chain this can go in a few different directions, so
you should always ready when it comes to the
big day.

When moving day comes around, unfortunately,
it's not quite as simple as you wake up and get
your keys. If you are in a chain of buyers, there
is a specific path of mortgage clearing and key
collecting, and depending on where you sit in
that chain, you may have to wait a while.

You may, however, be moving into an empty
house, and as soon as the estate agents get a
call saying the mortgage payment has cleared,
they will call you and ask you to collect the
keys.

While mortgages can seem like a rather
complicated thing., armed with a little know!-
edge and the help of a mortgage advisor, you
can be in your first home before you know it.

Key Advice

Getting on the property ladder is essential, and
there are so many pitfalls that you need to try to
avoid here. It is essential to try to make the best
possible choice when it comes to getting a
mortgage and buying a home for the first time.
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Buying your first property is a thrilling experi-
ence, but it can also be a highly stressful one,
as well.

There is a lot to think about, and it is important
that you think about some of the best things
you can do to make the right choice here. There
is a lot to cover, so we're going to dive in and
look at some of the essential elements that you
have to factor in when it comes to your

mortgage as a first-time buyer.

How much can | borrow

When it comes to your mortgage rates and how
much you can borrow, this is generally worked
out by your salary, outgoings, and credit history.
Other factors, such as the number of
dependants and any outstanding debts, also
play a role. Mortgage brokers will also consider
additional income, such as investments or
excess earnings. It is important to make sure
your financial situation is the best it can possibly
be before applying for a mortgage.

Mortgage rates & fees

Mortgage rates and fees are also an important
consideration. Rates are calculated depending
on whether you go for a fixed or variable
interest rate. As a first-timer, fixed rate could be
a preferable choice because it means that the
interest you pay can't rise for the term of the
deal.

Fixed-rate mortgages are usually agreed for a
period of 2-5 years, while variable rates can
fluctuate and are affected by the Bank of
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England, as well as by lenders. You also need to
be aware that some mortgages come with a fee
attached. and this can be any amount up to 1%

of the mortgage total!

Government initiatives & guarantors

There are other ways of being able to secure a
mortgage that are perfect for people who may
not have a lot of money. One of the ways is to
get a family member as a guarantor for your
mortgage loan, though this is uncommon.

Another thing you need to keep in mind is that
there are plenty of government initiatives
designed to help first time buyers, such as the
Help to Buy ISA. This is where you open a
specific account, and the government will match
whatever you save up to a pre-agreed amount.

There is also a Help to Buy initiative where the
government will lend you 20% as an equity loan.
Shared ownership is another possibility, where
you buy a portion of the property and rent the
rest. There are a lot of options available for first
time buyers who may not have a lot of money

for a deposit upfront.

Additional fees

You also need to be aware of additional costs
that are sometimes involved when you are a first
time buyer. Things like property surveys,
conveyancing fees, and stamp duty can all
mount up to add significant extra costs to the
price of a property. And this is something you

are going to need to factor in when it comes to
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buying a home for the first time. Add to this
things like solicitors fees and insurance, and

you could well be looking at a significant outlay.

As you can see, there is a lot to consider as a
first time buyer, and you need to know what to
look out for. There are plenty of factors to keep
in mind when you're looking to make the right
choice. This is why you need to understand the
mortgage process and what it entails right now

so you can make the most of this.
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