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A lot has happened in the
housing and mortgage sector
recently (much of it positive).

Ready to PROCEED?
»

There continues to be some excellent rates on
offer (particularly for fixed rate mortgages),
and this has helped deliver a gross mortgage lending
figure of £16.6bn for July 2013 (up 12% over the
previous month, and 29% higher than July 2012). In
fact, it’s the highest monthly estimate since October
2008! (Sources: Moneyfacts, August 2013 figures, Council of Mortgage
Lenders, July 2013 figures)

House prices too seem to be on the up with an
average price of £170,825 across the UK, equating
to an annual rise of 3.9% - although regional
variations would apply. (Source: Nationwide July 2013 figure)
You may also be aware of schemes such as
‘Funding for Lending’, or ‘Help to Buy’.
All of this may mean that now’s the time to take
stock of your lifestyle needs.

That’s why so many borrowers continue to
turn to professional advisers to help them
through what can still be a fairly complicated
mortgage maze.

Stay where you are?
Whilst there are some good deals out there,
we would need to still check if you’re better
off staying with your current arrangement.
Or you may be sitting on an interest-only
deal, which have not disappeared entirely,
but are few and far between. So you may be
loathe to revert to a repayment mortgage,
particularly if you have sufficient investments in
place to help pay off the loan at the end of its
term. Again, perhaps stay put, but consider
alternative borrowing options, if needed.

Take action?
You may decide that it’s time to move, or could require
funds for renovations that may add value (and improve
your quality of life) within the current property. Or
quite simply, you may want to seek out a better deal
than your current borrowing arrangements.
Alternatively, you could be ready to purchase your
first home - with a number of positive developments
now in place to assist the first-time buyer.
At the same time, we recognise that you probably
lead a busy life and have little time for in-depth
research, and managing the whole process yourself.

Mortgage Advice
(Staffs) Limited
49 Market Street
Longton
Stoke-on-Trent, Staffs ST3 1BW

Tel: 01782 333368
Email: paulewing@mortgagestaffs.co.uk
Web: www.mortgagestaffs.co.uk
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Funding for Lending
This is a government initiative that has
delivered cheap loans to the lenders - for
them to then lend onto individuals and
businesses. The scheme has acted as a
stimulus to help get things moving again.

Loan-to-value (LTV)
It’s still fair to say that the best deals will be
offered to those that can provide a sizeable deposit
➔ (contd on back page)

Welcome....

to this newsletter, which covers what we believe are
some of the key issues of the moment that affect mortgage, protection and insurance
products - and sets out how we may help you.
■ Mortgage Advice (Staffs) Limited is authorised and regulated by the Financial Conduct
Authority.

■ Your home may be repossessed if you do not keep up repayments
on your mortgage.
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LOOKING after you
»

Taking out life cover is important - but have
you thought how you might cope if you suffered
(and survived) a serious illness?

Imagine if you had a sizeable life
cover policy, but had no ‘critical
illness’ cover in place and suffered a serious
illness such as a heart attack, cancer or
stroke. It’s a situation that would cause a
major upheaval for you and your family.
You may have some form of employee
benefit in place, or could turn to the state
for limited support whilst you are not at
work; but you’d also welcome an additional
cash lump-sum to help tide you over while
you concentrate all your energies on
recovery. And, of course, you’re even more
exposed if you are self-employed.
It’s for this reason that a sizeable number
of people consider taking out ‘Critical
Illness cover’ either as an add-on alongside
their life plan, or as a stand-alone policy.
In 2012, over 11,700 people benefited

from having this cover in place, receiving an
average payout of £70,000. Opting for a
similar amount at the outset would mean
that you may be faced with a more
manageable premium charge, rather than a
higher premium cost which would be
applicable to a substantial life-changing
payout. (Source: Association of British Insurers - ABI)

On the mend
And the improvement in people’s lifestyles
and strides forward in medical care will mean
that an increasing number are likely to survive
their serious illness. For example, around
146,000 people in the UK have a heart attack
each year, with more than 1 in 3 surviving.
And in the last 40 years, cancer survival rates
have doubled. (Sources: Cardiac Matters website, October
2012; Cancer Research UK, August 2012)

A critical illness policy (where 91% of
claims in 2012 were paid out*) will cover a
wide range of serious illnesses (although
not all forms of cancer and heart disease
may be covered). And as the policies could
vary with regard to the illnesses included, it
helps to take advice. (*Source: ABI)
Additionally, you may want a joint policy,
or one where the critical illness element could
also cover your children. Or perhaps establish
if a joint life and critical illness plan could
continue if you were paid out for the latter.
So it’s worth having a chat - even for those
that may already have a policy in place, as
there have been recent improvements in
the number of illnesses covered. Although
replacing an existing policy could also
mean you may lose benefits/conditions
that are no longer available.

■ As with all insurance policies, terms, conditions and exclusions will apply.

Are you in a position to remortgage?
3.6m mortgage borrowers could save
up to £1,000 by remortgaging…
According to HSBC, about 4.4m mortgage borrowers (equating
to 39% of the total mortgage market) are now on their lenders’
Standard Variable Rate. And they also estimate that 3.6m of
those borrowers have a loan-to-value ratio of less than 85%,
opening them up to some of the better deals on offer.
Of course, some may not want to, or cannot remortgage for
a number of reasons, such as if their income has reduced since
they first took out the loan, or perhaps they’re on an interestonly mortgage (see box right), and have no wish to convert to a
repayment product at this stage.
However, in a marketplace that’s still offering excellent deals particularly for fixed rate mortgages, maybe now’s the time to
reconsider the options. (Source: HSBC, December 2012 press release)

Talk to us to find out more.
■ Your home may be repossessed if you do not keep up
repayments on your mortgage.

Interest-only
Over the last few years the provision of ‘interest-only’
products has largely dwindled away.
However, according to research by the Financial Conduct
Authority, there are around 2.6m interest-only mortgages
still in place, with the vast majority of borrowers being fully
aware that there needs to be a separate repayment plan in
place. Of course, times change and some investments may
not be delivering what was hoped-for, so it’s worth seeing
what’s on offer.

Buy-to-Let
»

Despite recent efforts by the government to help the
First-Time buyer, there is still plenty of confidence
in future moves for the Buy-to-Let landlord - partly
fuelled by the lack of available housing.

This confidence is endorsed by a

recent survey that showed that

almost all of the landlords that took part
(93%) said that tenant demand was
either stable or growing - and 86% of
those surveyed felt that this scenario
would continue over the next 12
months. Off the back of this, 19% were
expecting to make further property
purchases - up from 13% in the previous
quarter’s survey.

(Source: Paragon, Q2 2013 survey)

The current enthusiasm for this sector
is the reason why more than one
in eight of all outstanding mortgage

be a purely commercial decision.

lending now falls within the buy-to-let

■ Do the maths. Most lenders will want

category, with a sizeable 31% growth in

to see a rental income of at least

the amount advanced in the second

125-130% of your monthly mortgage

quarter of 2013 when looking at the

repayments.

year on year figures. (Source: Council of

■ Be aware of the landlord insurances

Mortgage Lenders, Q2 2013 vs. Q2 2012)

required, the regulatory issues, and the
need to check out prospective tenants.

Things to consider

■ Plan for void periods, when you will

■ Speak to letting agents about areas

have no income coming in, but still have

that are good for renting and how much

costs.

rent you can expect and who to target.

If you are keen to do more in this

■ Always differentiate between your

sector, then do get in touch with us

own

to identify the best route forward for

‘residential

home’

and

an

‘investment property’. The latter should

your needs.

■ Your property may be repossessed
if you do not keep up repayments on
your mortgage.
There is no guarantee that it will be
possible to arrange continuous letting of
the property, nor that the rental income will
be sufficient to meet the costs of the
mortgage.
The value of your Buy-to-Let property and
income from it can go down as well as up.
You may also require advice on the legal
and tax issues.
The Financial Conduct Authority does not
regulate legal and taxation advice, and
most Buy-to-Let mortgages.

WILL you – won’t you?
Did you know that if there isn’t a Guardianship arrangement in place to
protect the children - and both parents die - they might have to go into care!
As unlikely as this event may be, it would prolong a nightmare
scenario if the worse did happen, yet it’s relatively easy to sort out.
The simplest ways are through a Will, or by having a Guardianship
letter in place, both of which will set out your wishes, and whom
you want to appoint as a guardian.

Similar circumstances might occur if a couple aren’t married and
the mother dies and hasn’t previously granted parental rights.

Will planning

You can set up a Trust in your lifetime or in your Will. A Trust is
another legal arrangement and can help ensure that life policies are
paid out speedily to the beneficiaries. And is also there to protect
beneficiaries who might be too young to handle their affairs.
Whilst these issues may seem morbid, they’re vitally important
areas to consider.
The Financial Conduct Authority does not regulate Trust advice
or Will writing.
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Yet a remarkable two-thirds of us don’t have a Will!* Even though
dying Intestate (without a Will) may mean that whilst your spouse
(or registered civil partner) will be the first person entitled to the
estate, they may not inherit all of it. (Source: *Advicenow website, July 2013)

Trust planning
GUARDIANSHIP

If you don’t undertake this task, then irrespective of who you
would expect to care for your child or children, it’s initially solely
down to the courts and social services to decide. And whilst
they’re going through this (possibly lengthy) process, your
offspring may be placed in care.

In the absence of a Will, the whole process is slowed down
dramatically; often meaning that the family left behind may face
financial hardship, at the worst possible time. And it’s even worse
for unmarried couples!

The government views a healthy property sector as an
important element of its economic plans and is keen
to encourage interest from those previously locked
out of the market for better mortgage deals by
unaffordable deposit requirements.
Broadly, there are two ‘Help to Buy’ schemes.

HELP TO BUY - EQUITY LOANS...
This scheme is already up and running, and open to both first-time
buyers and home movers on new-build homes worth up to
£600,000. It’s only available in England, but similar schemes may
operate elsewhere in the UK.

How it works
- You’ll need to contribute at least 5% of the property price as a
deposit.
- The government will give you a loan for up to 20% of the price.
- You’ll then be able to gain access to at least 75% loan-to-value
mortgages to cover the rest.

Equity loan fees
You won’t be charged for the government loan fees for the first 5 years
of owning your home. In the 6th year, you’ll be charged a fee of
1.75% of the loan’s value. After this, the fee will increase every year.

HELP TO BUY - MORTGAGE GUARANTEES...
From 1 January 2014, this scheme will help you buy a home with a
deposit of only 5% of the purchase price.
Help to Buy mortgage guarantees will be open to both first-time
buyers and home movers throughout the UK.

Eligibility
To qualify, the home you want to buy must:
- be offered for sale at £600,000 or less, and not be a second home.
- not be used in conjunction with any other publicly funded
mortgage scheme.
And certain criteria would also have to be met, such as income
verification and credit worthiness.
The property can be newly built or already existing and there’s no
limit on your level of income. The scheme also allows remortgaging
with a different lender for a loan against the current property.

How it works
From the borrower’s perspective it won’t be that different to getting
a normal mortgage. You’ll put down a deposit of at least 5% and then
borrow up to 95% of the property’s price from a mortgage lender.
The government will then guarantee any mortgage borrowing
above 80% of the property’s value. For example, if you took out
an 85% loan-to-value mortgage the government would guarantee
to repay your lender almost 10% of its value if you defaulted.
For the lender, this will mean that lending to people with small
deposits will carry less risk. However, the lender will have to ‘buy’
the guarantee and the government is giving lenders the freedom to
set their own interest rates as part of the scheme, so there are no
guarantees you’ll get an attractive rate.
With regard to this scheme your value judgment is to assess the deals
on offer now, compared to what they may be from January onwards.
There are ongoing discussions regarding the final details for the
mortgage guarantee scheme, so some elements may change.
You won’t be able to rent out the property if you use either scheme.
Do talk to us to find out more.

➔ (contd from page 1)
(40% or more). However, there has been a
steady improvement and return of some
higher LTV deals. In fact, according to the
Bank of England’s ‘Credit Conditions’
survey for Q2 2013, mortgage lenders
expect the supply of deals requiring a smaller
deposit to increase in the next three months.

Help to Buy
Broadly, there are two ‘Help to Buy’ schemes
(see story above) where, if the borrower was
able to raise at least a 5% deposit, the
Government will help out, which may give
the borrower access to better priced deals.
The smaller of the two schemes is already
up and running and designed for first-time
buyers purchasing new-build properties.

The second scheme for any home buyer
launches in January 2014.

Look beyond the interest rate
We’d also consider the whole package for
you. Such as the lenders set-up costs
alongside the interest rate offered, and where
you may sit should you come to the end of
the deal period and revert to the lenders’
Standard Variable Rate (SVR).
As you can see, it makes sense to assess
where you are now and where you might be
in a few years. So do get in touch to discuss
any needs.
You may have to pay an early
repayment charge to your existing
lender if you remortgage.

■ We cover mortgages, insurance and protection products along with a number of
other financial areas, so do contact us if you’d like to discuss your financial needs:
Tel: 01782 333368 Email: paulewing@mortgagestaffs.co.uk
Web: www.mortgagestaffs.co.uk

■ Your home may be repossessed
if you do not keep up repayments
on your mortgage.
We offer a choice of payment options for
the mortgage advice we provide, any
fee payable will be dependent upon the
size of the mortgage advance and will
be confirmed in writing before any
application is made.
We can receive commission only, you can
pay a fee equivalent of 0.25% of the
mortgage advance (typical fee £250.00)
and we will also receive commission from
the lender, or you can pay a fee of 0.35%
of the mortgage advance (typical fee
£350.00) and any commission received will
be rebated to you.
■ The contents of this newsletter are believed to
be correct at the date of publication (August
2013).
■ Every care is taken that the information in
The Mortgage & Protection News publication is
accurate at the time of going to press. However,
all information and figures are subject to
change and you should always make enquiries
and check details and, where necessary, seek
legal advice before entering into any transaction.
■ The information in this newsletter is of a
general nature. You should seek professional
advice tailored to your needs and circumstances
before making any decisions.
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Help to Buy
explained...

