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Whether it is saving for a deposit, browsing

government support which is available for first

home buyers or comparing mortgages; our

simple guide is here to help you to get the

keys to your top spot.

Buying your first home can be exciting. With

that comes the freedom to paint and renovate

as you wish; an opportunity to escape the

overbearing landlord you've dealt with for

years and the space to start a family.

Alternatively, there are several things you need

to know as you begin your journey to

become a first home buyer.

The real estate market can be a confusing and

competitive place; therefore, getting a home

loan could be a daunting task without proper

guidance from an experienced Mortgage

Broker.

Introduction
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CHAPTER 01

Save for a 

home deposit



6

The first step, and for many the

most difficult, in buying a property is saving

a down payment. How much you need to

save and how long you need to save

depends on several factors; including the

cost of your home, your income and your

lifestyle.

Buying a home is exciting and life-changing.

It all starts with saving for the

deposit. Before you start building a deposit,

work out how much you can afford to

borrow. Be sure to include other home-

buying costs such as stamp duty and

moving costs.

Saving tens or even hundreds of

thousands of dollars can seem daunting.

That's why one of the first things you could

do is to set a saving goal. To get an idea

of how much you will need: research the

areas where you would like to buy. It might

also be a good idea to take a look at recent

sales prices for homes, similar to the

ones you are looking at and check the

average percentage price increase year

over year. This should give you a good idea

for the cost of your first home.

Why a higher deposit will save you

money

You may have heard that the

recommended deposit amount to save is

20% of the cost of your new

home. Remember, you need to have funds

to pay stamp duty and other incidental costs

along with the deposit.

Find out how much 

you need for a home 

deposit
While this is a good goal to set, it may not be the

right decision for you. While there are benefits to

save 20% deposit; sometimes entering the

market with a 10% deposit and paying an LMI or

risk fee could be an alternative. You can climb the

ranks before you wait to save 20% deposit.

LMI or a risk fee is a one-time payment lenders

may charge as a fee to protect against the risk of

not collecting the outstanding loan balance from a

defaulting borrower. It is usually calculated using

the loan amount and the value of the

property and it may be capitalized to the loan.

Some lenders only require a 5% deposit. But

a lower deposit means a higher loan

and you'll have to pay for lender’s mortgage

insurance (LMI).

In terms of the lender’s point of view, a

higher deposit means that you have a good

financial character and can manage your finances

in line with your financial goals. This can increase

your chances of getting approved for a home

loan.

Loan to value ratio

The higher your deposit, the decrease your Loan

to Value Ratio (LVR). Your LVR is the loan

amount divided by the property value. The

property value considered for an LVR calculation

is the lower of the market value or acquisition

price. For instance, if you are buying a property

worth $600,000 and you have got a $450,000

mortgage, your LVR is 75%.
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The lower the LVR, the lower the LMI you may

need to pay. As a bonus, you're likely to get a

better interest rate.

Lenders Mortgage Insurance

If your LVR is above 80%, you typically need

to pay a Lender’s Mortgage Insurance - LMI.

The lender’s mortgage insurance protects the

lender in case the borrower defaults on the

loan and the lender cannot recover the capital,

interest, penalties, fees and other additional

costs by selling the property in the market.

LMI is not designed to protect you as the

borrower.

You are charged a one-off fee to cover the LMI

cost at the loan settlement. The LMI can be

payable as a lump sum or it may be

capitalized to the loan and pay it over the

tenure of the loan.

The LMI cost is subject to many factors other

than LVR such as the lender, such as a first

home buyer, type of your income and the

purpose of the property to live in or to rent.

To purchase a property for $800,000 with a

$60,000 deposit (excluding stamp duty), the

estimated LMI is $23,000 approximately. If

the deposit is increased to $80,000 the LMI

could come down to $19,000 approximately.

For more information on LMI, please

contact an experienced Mortgage Broker

like Rands Financial Services Pty Ltd

When setting up your saving goals, be sure

to discuss the best option you have in terms

of your goals and LMI, with your Mortgage

Broker.

https://www.randsfinancialservices.com.au/contact-us/
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Here are the possible pros and cons to consider before deciding on how

much to save up for your home deposit.

Deposit 

Savings

Pros Cons

5%

• Lower amount could be 

easier to save

• Less cutting back on lifestyle

• Can buy property faster, 

potentially taking advantage 

of market conditions

• Limited loan options

• Lenders Mortgage Insurance (LMI) 

or a risk fee is payable

• Higher the loan amount, more the 

interest paid in the long run

10%

• Could be more loan options 

than with a 5% deposit

• Can make a loan application 

more attractive to lenders as 

it can show the financial 

character

• Fewer loan options than with 20% 

deposit

• Lenders Mortgage Insurance (LMI) 

or a risk fee may be payable

• Higher the loan amount than with 

a 20% deposit, more interest paid 

in the long run

20%

• Usually, no LMI or risk fee is 

payable

• Could provide access to more 

competitive loan options and 

interest rates

• Borrowing less which may 

mean less interest paid in the 

long run

• Takes longer to save

• Potential to miss out on current 

market conditions

• Can require more lifestyle changes
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CHAPTER 02

Get help to buy 

your home
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When buying your first home in Australia, there

are many government support available subjects

to your eligibility.

Stamp duty concession

The most popular incentive available for first

home buyers is the stamp duty concessions.

If the property value is less than $ 600,000, the

entire stamp duty will be waived off. If the

property value is between $600,000 and

$750,000, first home buyers receive a stamp

duty concession. These concessions are on a

sliding scale with the discount being lower when

the purchase price is getting closer to $749,999.

First Home Owner Grant 

If you are a first home buyer and building your

new home, you may qualify for First Home

Owner Grant (FHOG) subject to the state or

territory legislation, if you satisfy all the eligibility

criteria.

Government assistance
The grant will allow you to increase your deposit

up to $20,000 and reduce the LMI you pay.

For more information, contact your Mortgage

Broker like Rands Financial Services Pty Ltd.

First Home Super Saver Scheme

The First Home Buyer Super Saver Scheme

(FHSSS) allows home buyers to save a deposit

via their super. You can save up to $15,000 in

voluntary super contributions per year that you

can withdraw to buy your first home. The key

advantage is that the money you saved for the

first home via FHSSS is tax-deductible in the

year which you save it.

Each year, the maximum amount you can save

via your super program is $30,000 in personal

contributions plus earnings.

It is worthy to state that you can only withdraw

money which you have contributed to super. The

super contributed by your employer is not

eligible to withdraw as the deposit to your first

home.

You may request ATO to release your FHSSS

funds when you are making the decision to give

an offer for a property.

https://www.randsfinancialservices.com.au/contact-us/
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For more information, discuss with your

Accountant and the Mortgage Broker.

Remember the team at Rands Financial

Services is not only Mortgage Brokers, we are

Accountants as well.

First Home Loan Deposit Scheme

The First Home Loan Deposit Scheme is a

Federal Government initiative to support

eligible first home buyers to purchase a home

faster.

First Home Loan Deposit Scheme are

available from January 1, 2020. to help eligible

first home buyers: Under this scheme,

• first home buyers can purchase the first

home sooner with as little as a 5% deposit if

the eligibility criteria are satisfied

• first home buyers do not have to pay

lenders mortgage insurance and therefore

the loan amount and the monthly repayment

is lower

Contact your Mortgage Broker to check your 

eligibility.

https://www.randsfinancialservices.com.au/contact-us/
https://www.randsfinancialservices.com.au/contact-us/
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CHAPTER 03

Get the right 

home loan
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Finding the right first home loan for you is as

important as finding the right home. However,

choosing the right loan can be more than just

the interest rate.

Here are the things you might think of:

Fixed or variable interest rate?

Fixed interest rates stay the same for the

period for which you chose to fix the interest

rate and can provide some certainty for a

simpler budget. Variable interest rates change

with the market, which can be good if rates go

down but can be disturbing the family budget if

rates go up.

Offset accounts or redraw facilities?

An offset account is a current transaction

account linked to your home loan. It may be

worth leaving your savings in an offset

account, as any money deposited into this

account is deducted from the amount owed on

your home loan which can potentially reduce

your loan balance and help you pay it the

home loan faster.

For example, if you owe $650,000 on your

home loan and you have $30,000 in your offset

account, the interest charged will be on a loan

balance of $620,000. However, Offset

accounts may have monthly or annual fees

and/or a higher home loan interest rate, so you

will need to consider whether an Offset

account is right for you.

Redraw facility allows you to ‘access’ the

additional repayments you have made on your

home loan beyond the minimum repayments

required.

Finding and applying for 

the right home loan
To give an example, if you pay the extra $10,000

on your home loan; but then decide you really

need that money for something, you can access it.

These are free withdrawal facilities, but you

usually need to be at least a month in advance to

pay, there may be withdrawal limits, and it may

take a few days to access your funds.

Broker or contact the lender directly?

Using a Mortgage Broker might be an idea for first

home buyers looking to take the first step on the

homeownership ladder. It is important to

understand home loan options and be aware of

the pros and cons.

Moreover, a Mortgage broker could help to set up

your goals and organize your paperwork. Also,

they know which lender will accept your

application as all loan applications do not fit into

one lender. The mortgage broker will carry the

heavy lifting for you in your first home journey.

If you go direct to the bank, you will have to

compare lenders by yourself to decide the correct

loan product. There are some lenders with

attractive products who are only being operated

through Mortgage Brokers. It will involve more

time, work and stress if you are required to

compare, organise and apply the loan by yourself.

Until the loan is approved and the loan is settled,

you need to go through the lender’s general

channels to receive updates or amend the loan

based on changed circumstances.

Choose your loan features

Other key considerations when looking for the right

home loan include loan features such as interest

rate type, repayment term, features such as offset

and redraw, and costs. You need to carefully

consider the features in a manner where the cost

does not exceed benefits.
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CHAPTER 04

Other 

considerations 
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Do a deep dive into your credit history

Your credit score and credit rating play an

important role in determining the success of your

loan application in the eyes of a lender. Although

there are lenders who consider other factors

than the credit score, it is one piece of the puzzle

that helps lenders to assess your loan

application.

A credit score is a number put together by a

credit reporting agency or lender that

summarizes your credit history. This indicates

the likelihood that you will repay the loan in a

timely manner. The credit score is based on

account information such as your loan

repayment history (including credit cards), the

number and type of credit accounts you hold,

and how often you have applied for credit. Credit

reporting agencies or lending institutions use a

complex algorithm to calculate a credit score,

usually from 0 to 1000.

Although the score varies between credit

reporting agencies and lenders, the higher the

rating the better for your loan application.

lenders consider a credit score above 700 as a

reliable indication.

It is important to get a copy of your credit report

and review it regularly. - Your Mortgage Broker

could help you to check your credit score and

discuss an action plan if the attention is required.

Review your current debts

Having multiple loans or multiple lines of credit,

such as credit cards, can negatively affect your

credit score and credit rating. Therefore, before

you apply for your home loan, you would want to

see if you can close credit cards you no longer

use and lower the limits for others. Also, try to

consolidate or pay off as much debt as possible.

If you have an outstanding balance of student

loans, lenders will consider this loan when

evaluating your loan application.
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Genuine vs. Non-genuine savings

Lenders will assess your savings especially if the

savings are genuine or not. Genuine savings are

money saved over time, usually any savings you've

had for at least three months. Non-genuine savings

include money you have received such as an

inheritance or gift from a family member, a company

bonus or capital gains from the sale of an asset.

These can be considered real savings by a lender

after being in your account for three months or

more.

Although this is not the case for all lenders, some

lenders accept non-genuine savings.

Employment

If possible, It is a good idea to avoid changing

careers or jobs when preparing to apply for a

home loan. Lenders generally like applicants

who can show stability not only through their

credit history but also through employment,

income levels and career paths. A business

could mean unreliable cash flow at an early

stage, which can set off red flags to lenders.

Even if you're not self-employed, lenders will

often check that you have passed probation in

a new job or had a long period of experience in

the same industry when evaluating your

application.



This publication has been produced by Rands 

Financial Services Pty Ltd (’Rands Financial 

Services’). This publication may include content 

which is owned by third parties (’third party 
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covering home loans. Although some of the 

information involves stamp duty, legal, 

accounting, financial or similar issues, Rands 

Financial Services, its affiliates, and the third-

party content owners (as to their materials only) 
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reliance or partial reliance on any material,
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publication but may change without notice. We
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contained in this publication or for its reliability,

accuracy, or completeness. Nothing in this

publication is an offer by or on behalf of Rands

Financial Services or its affiliates to sell, or solicit

an offer to buy, any security or financial product.

COPYRIGHT NOTICE

All copyright in the contents of this publication

belongs to Rands Financial Services, its

affiliates, and licensors, or to third-party content

owners. All rights are reserved. To the extent

permitted by law, no part of any materials in this

publication may be reproduced or transmitted in

any form without the express written consent of

Rands Financial Services. ‘Rands Financial

Services’, and the ‘Rands Financial Services’

logo are service marks/trademarks of Rands

Financial Services Pty Ltd and are used

pursuant to a license.
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We know it can hard to grasp all this information and 

that’s why we’re here to help. 

Click below and schedule a meeting with one of our 

experts.

Arrange a free 

Consultation

www.randsfinancialservices.com.au

SCHEDULE A MEETING

+61 434 391 331

http://www.randsfinancialservices.com.au/
https://www.randsfinancialservices.com.au/schedule-appointment/

