Help To Buy Guide

Are you considering buying a house but feel as though you could never afford it? It is likely the biggest
purchase you’ll ever make in your life and it can be quite a daunting amount of money. Fortunately, the
government has introduced schemes that make buying a new-build home more affordable for both first time
buyers and those who are already on the property ladder.
In this e-guide, we’re going to explain what you can expect from a help to buy equity scheme, to help you
realise that your dream of owning a home is within reach.

What Is A Help To
Buy Equity Loan?
Getting on the property ladder can be a real challenge, which is where this scheme can be helpful. The Help
to Buy Equity Loan allows buyers to purchase a new home with a lower deposit and doesn’t charge
interest on the loan for the first 5 years, giving you time to get financially settled.
It makes buying a new home much easier to afford.

How Does It
Work?
For a house with a purchase price of
£200,000, buyers would need a
deposit of £10,000. The government
loan would contribute £40,000 and the
mortgage lender would contribute
£150,000.
You wouldn’t have to pay any interest
on the £40,000 for the first five years,
giving you more time to save money.

Example house value
of £300,000

£15,000

Buyers 5% deposit

£60,000

Help To Buy 20%
loan

£225,00

75% mortgage from
commercial lender

This scheme only requires you to have a 5% deposit, lower than many mortgages offer, meaning that you will
still have to save for a deposit, but it is a lot more within reach.
The government will lend you up to 20% of the mortgage (or up to 40% in London), which you wouldn’t have
to pay interest on for the first 5 years. This means you would only need a loan from a mortgage lender of 75%
of the purchase price.
The reason that the equity scheme makes houses more affordable is because buyers only have to pay interest
on the 75% initially, and they are likely to get much better mortgage rates when they need to borrow less.

How Do You Repay?
Repaying an equity loan is designed to give you
some breathing space in the first 5 years of
owning a home which can be particularly
financially strenuous.
However, once the 5 years are up, you will have
to start paying interest on the government
loan which starts at 1.75% and rises each year
according to the Retail Prices Index plus 1%.
These interest payments will not pay towards or
reduce the original loan. This will still need to be
paid. Please talk to us to find out how we can
incorporate this when you look to remortgage.

If you would like more
information, or to speak to
one of our team then simply
click below!

Click Here
The loan has to be paid back after 25 years,
or if you sell your home, whichever comes
first. If you do sell your home, you will have
to pay back 20% of the new market value,
rather than what you originally paid.
This could mean that you have to pay back
£50,000 on a loan which was originally
worth £40,000.

Who Is Eligible for An Equity Loan?
Equity loans aren’t available for everyone, there are certain criteria that you need to fall
under in order to be eligible
You qualify for an equity loan if:

You have a 5% deposit ready
You are a first-time buyer OR are
buying a new home
You are buying a new build house
OR flat

You do not qualify for the loan if:

You are looking for an interest
only mortgage
You are buying an overseas
property
You need to part exchange
your home

The property is valued up to
£600,000

You’re buying a second home

The property is from a registered
Help to Buy Builder

The builder is not registered
under the scheme

Pros And Cons Of A Help To
Buy Equity Loan

Pros:
Only requires a 5% deposit of property
value
5 years interest free on Government loan
Access to lower interest rates & lower
monthly payments
Buy your dream home sooner than you think

Cons:
Interest only repayments do not repay
Government loan
Only available on new builds
You have 25 years to repay the original
Government loan
The loan amount you repay depends on
the house value at the time of repayment

Get Informed About The Best
Mortgage Option For You Today
Our friendly team here at
Mortgage Light are ready to
advise you on the best mortgage
options for you, whether that is
the help to buy scheme or not.
Reach out to us today!
We hope this guide has helped
you to understand what a help to
buy equity scheme is, and
whether it is the right option for
you, but we’re always here to talk
if you would like more information.
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01908 597655
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