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The bulletin from Amiable Financial

With an improving economy, house
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offer, many will feel that this is the time to

price growth and decent loans on

take stock of what they’d like to achieve
now and over the next few years. Here are a
few areas that could be on that checklist:

B Moving to a more suitable home.

B Finally undertaking the much-needed
renovations to the existing one.

B Purchasing a first home.

B Expanding an existing property portfolio
to add a holiday home.

B Increasing activity within the buy-to-let
sector, or deciding to move into it.

B Or it might just simply be a question of
making the money work harder by seeking
out a better loan than the one currently

in place.
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Consider the existing climate
After the fall in house prices following

the ‘credit crunch’ back in 2007, we are
now seeing sizeable annual growth in the
average UK house price - up 10.6% in the
year to July 2014. It’s currently standing
at around £189,000 (surpassing the 2007
peak), although there continues to be wide
price variations across the country.

(Source: Nationwide Flonse Prices, July 2014)

This growth has meant that the Bank of
England is constantly monitoring house
price movements and already has various
options at its disposal to help deliver a
degree of control. Added to this was the
announcement in June by the chancellor,
George Osborne, that he’s handed the

Bank extra powers ‘over the size of mortgage

loans as a share of family incomes or the value of
the home’. At the same event, the governor
of the Bank of England, Mark Carney, said
that a Bank Rate rise ‘conld happen sooner than
markets currently expect’.  Although he added
that any increase ‘will be gradual and limited’
and that the financial markets expect it 7o rise
to only 2.25% over the next three years’.
(Sonrce: Mansion House speeches, June 2014)

Any future increase may have an effect on
mortgage rates. In fact, interest rates on some

mortgage deals are already creeping upwatds.

Aiming to please
As we set out on page 2, stricter borrowing
rules have already recently been introduced
and that’s why it makes sense to take advice.
Like other professionals, we are required
to attain qualifications and meet certain
industry standards, which enables us to:
B Assess your needs and identify the more
appropriate deals, with the additional
benefit that we’d endeavour to avoid
multiple applications (as this may have an
adverse affect on your credit rating).
B Save time and effort on your part, by
liaising with lenders and other key parties to
help keep the whole process moving along.
Some of the topics you may need to
consider are covered in this issue.
You may have to pay an early repayment charge
to your existing lender if you remortgage.
The Financial Conduct Authority does not
regulate most Buy-to-Let mortgages.

we lcom eo e @ @ 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.

B Amiable Financial Services is a trading name of Akinniyi Arikawe, who is authorised
and regulated by the Financial Services Authority.

B Your property may be repossessed if you do not keep up
repayments on your mortgage.




respective lenders’ Standard Variable Rate (SVR), equating

Do you serve steak at dinner parties? And how much
do you spend on grooming?

These are an example of anecdotal

questions that may have cropped up
in some lenders’ affordability checks, as a
consequence of the new borrowing rules
brought in by the recent ‘Mortgage Market
Review” (MMR).

Even though the lending criteria has
been tightened up over recent years,
the ‘evidencing of income’ and new
‘affordability’ rules as part of MMR take
this further, as borrowers would need to be
stress-tested to see if they can also meet
payments should the interest rate rise. This
is all part of ensuring there is a sensible

lending policy to help avoid past problems.

The borrowers themselves would be one
aspect. As will the lenders - who may apply
different interpretations to the new rulings.
That’s why it makes sense to talk to us,
as we will have a better understanding of

‘who wants what' and ‘how that may impact

upon you'.

to 39% of the total market.

The improving economy and raft of decent deals over the last
couple of years may have lowered that figure, but it’s still likely
to stand at a substantial amount. In fact, some of those still
sitting on their SVR could be classed as ‘mortgage prisoners’;
feeling unable to remortgage to a better deal because of the
tighter borrowing rules, or perhaps due to changed financial
circumstances from when they first took out the mortgage.

We believe the vast majority of sales will
now require advice. And why wouldn’t you
take advice for what might be the largest

financial deal you undertake?

In short, more information may be
required to secure a mortgage offer, and
it could take more time in terms of
both the interview and how quickly it all
goes through.

One of the cornerstones of the new
rules is that there must be a careful and
detailed assessment to the affordability of
the mortgage for you - and not just now,
but into the future too.

And further to the new set of rules, the
Financial Policy Committee recommended
in June that when assessing affordability,
mortgage lenders should apply an interest
rate stress test that assesses whether
borrowers could still afford their mortgages
if, at any point over the first five years of the

loan, Bank Rate were to be 3 percentage

Help for existing SVR borrowers...

Back in December 2012, HSBC estimated that there were
4.4m mortgage borrowers who were sitting on their

points higher than the prevailing rate

at origination.

With all these developments, it will

make sense to have to hand supportive
documentation that may be applicable
such as: payslips, bank statements, evidence
of any overtime or bonus payments,
investment income, business accounts and
tax returns.

Should you expect the mortgage term to
run into your retirement years, you might
also need documentation such as a pension
statement and projections.

Talk to us to establish what’s specifically

required for your needs.

You should also bear in mind that the
detailed expenditure and income analysis
required may lower the amount of money
you can borrow - so do consider how this
could affect the property buying process or
the size of the renovation budget required
for your existing home.

Over time we expect the new rules to
get bedded in and a clearer picture will
emerge that’s still focused on sensible
lending practices - without being overly
concerned with knowing if steak is on the
menu, and if you pamper yourself!

Do get in touch to find out more.

B Your home may be repossessed if
you do not keep up repayments on
your mortgage.

However, there may be good news, as ‘transitional arrangements’

under the Financial Conduct Authority’s MMR proposals exist.
This can apply if the borrower does not increase the mortgage

amount (unless it’s for essential repairs) and has a good payment

history. In which case, the affordability assessment may not be

circumstances.

required and the borrower may be able to move to a better deal.

In fact, once we establish the borrower’s current situation
there may be further flexibility on what can be delivered;

as decisions could be influenced by the value of the property
and/or any improvement in the borrower’s own personal

H Your home may be repossessed if you do not keep up repayments on your mortgage.




Could you
manages

Would you (or your family) cope financially if faced with an

untimely death, serious health issues, or other seismic shocks to the existing lifestyle?

) Many of us may feel ‘it’ll never

happen to us’, or that ‘the state,
(or employer) will step in’, but the latter
options may offer limited support, and
often for a short period. As for the
former - the protection industry is not
short of sobering research on the
numbers that have faced serious illness,
job loss, or an early death.

Of course, you could dip into your
savings. Although this may be a
worrying issue for many families, as
40% have less than £2,000 put away.
(Source: Aviva Family Finances Report, Dec 2013)

That's why protecting you (and your
family) should be an integral part of
your financial planning, enabling you
to then concentrate on building for
your future, without being constantly
distracted by the fear of the unknown.

Start somewhere

At the simplest level it should deliver
life cover protection to help pay off the
mortgage (yet plenty don’t even have
this), and whilst you don’t want to be
over-insured, there are a number of
health and life stage issues you really
should consider (see right, for example).

Of course, you could opt to do your
initial analysis online, but you may soon
find that decisions need to be made
with regard to judging the varying
policies on offer, and the subsections
within this, such as is it to be ‘single or
joint cover’, ‘inflation linked’, and so
on? That's why ultimately it makes
sense to take advice.

What you may also find once we start
assessing your needs is the premium
could possibly be lower than you
anticipated. Either way, a small degree
of additional budgeting at your end -
such as cutting out the odd take-away,

high street coffee, cab journey, trip

to the cinema, etc - could put you well
on the way to finding the premium
required, without too much financial
pain.

You'll also be pleased to hear that
the policies tend to pay out too. Latest
findings show that for life, critical
(serious) illness and income protection,
almost 99,000 claims (averaging out at

If you think having protection in place

is something you could do without, then
consider this. The cost of raising a child
to the age of 21 sits at over £227,000 -
equating to more than 200 per week!
(Source: L17=, Cust of a Child report, Jannary 2014)

That fact alone should help focus
thoughts on how to meet this expense
should an income stream dry up, quite
apart from considering the normal

living and accommodation costs.

As part of this process, perhaps either
the protection of a lump-sum life cover
policy should be considered, or products
that are designed for families with
children, which can payout over a
specific timeframe following the death

of the insured.

Of course, the possibility of one
(or both) parents dying is unlikely,
but it could happen. And according to
the Childhood Bereavement Network

270 families per day) were paid out
last year, which equates to 97% of
all claims submitted.

(Source: Association of British Insurers, 2013

figures, released May 2014)

As it can be a complex area, it’s essential
that you do take advice.

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

N\-T,ld

around 1 in 29 children and young
people of school age have experienced

the death of a patent, brother or sister.

Consideration 1 - If both parents died
and there was no Will or Guardianship
arrangement in place to set out future
care for the child/children, it’s quite
possible that they may go into care
whilst decisions are being made. This
process could take a number of weeks,
at an awful time for both the children,

and other family members.

Consideration 2 - Not only make sure
that there’s a suitable life policy in place.
But also, in most cases, put it in Trust
as it may assist any inheritance tax
planning needs, along with ensuting a

speedy release of funds to the trustees.

Not all protection policies should be written
in Trust, so do take advice. The Financial
Conduct Authority does not regulate
Taxation, Trust advice or Will writing.
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For those that have been put off mortgages, as a
result of having to save a large enough deposit
to get access to some of the better deals, then
Help to Buy may be a solution for them.

> Recent figures show that the Help to Buy ‘equity loan’

scheme (which is purely for new-build properties) has now
seen over 27,000 completions. The current figures show an average
purchase price of around £208,000, with 85% of all sales taken up
by first-time buyers. See the box below to find out more.

The Help to Buy ‘mortgage guarantee’ scheme has now had
more than 7,000 completions and covers both new-build and
existing properties. For this one the price is averaging out at about
£151,500, with first-time buyers accounting for 80% of all sales.
(Source: wiww.gov.uk, equity loan scheme, July 2014; mortgage gnarantee scheme, May 2014)

There’s also been a knock-on effect with some lenders offering
attractive interest rate deals outside of the schemes against similar
deposit contributions of 5-10%.

So here are the key details on offer now, although it’s possible
that further tweaks may be made, to ensure the schemes don’t

contribute to any potential property price bubble.

MORTGAGE GUARANTEE SCHEME - the maths:

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 up to 15% of the

original purchase price.

EQUITY LOAN SCHEME

Constituent parts

M This scheme is open to both first-time buyers and home
movers against new-build homes only, as it’s also designed
to get house builders building again.

There are different schemes on offer across the UK (with
varying purchase price ceilings) - where broadly you need
to contribute at least a 5% deposit, and the government
will give you a loan for up to 20% of the purchase price.
This means you could gain access to at least 75% loan-to-
value mortgages to cover the rest.

Whilst the loan is a percentage of the property’s value
(not a set amount), there are favourable terms regarding
the repayment of the loan.

For example, if you provided a 5% deposit, the government

would guarantee to repay your lender almost 15% of the
purchase price if you defaulted (and the property was sold at a
loss, where the full mortgage sum couldn’t be repaid from the
sale proceeds).

For the lender, this will mean that providing funds to people with
small deposits will carry less risk. However, the lender will have to
‘buy’ the guarantee and the government has given 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.

That’s why it’s sensible to also consider options outside of

Help to Buy.

MORTGAGE GUARANTEE SCHEME - key rules:

M The property must be offered for sale at £600,000 or less, and
not be a second home.

M Your application can’t be used in conjunction with any other
publicly funded mortgage scheme.

B You need to meet certain criteria such as income verification and
credit worthiness.

M It’s on a repayment basis only.

M Like the ‘equity loan’ scheme; it’s open to both first-time buyers

and home movers, and you won’t be able to rent out the property.

As said, there may be changes along the way, so do take
advice when considering both schemes, alongside any
alternative options.

B Your home may be repossessed if you do not keep
up repayments on your mortgage.

There may be a fee for arranging a mortgage for you. This
would typically be 1% of the loan. However, we will
discuss your payment options with you and confirm the
actual amount payable before we begin to provide our
services.

M The contents of this newsletter are believed to be correct at the date of
publication (August 2014).

M 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.

M 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.

B 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: 0783 2352407 Email: akin.arikawe@amiablefs.com Web: www.amiablefs.com
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