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BUYING A
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Not many young people will be in a position
to buy a property when they first leave home
However, it may be of use to learn a little about
how the process works.

How you Pay for
a House

£

Very few people in life are able to pay for
a property outright. The vast majority will
need to borrow money to buy a property.
The money that you borrow to buy a
property is called a mortgage which is
a type of loan specifically for buying
properties. It is different to other types of
loans because the sum you borrow is larger
and is borrowed over a longer period.
Mortgages are available from banks,
building societies and some specialist
lenders. When someone wants to buy a
home, they can book an appointment with
a lender to speak with a mortgage advisor.
If you don’t repay the lender each month,
they can repossess your home and sell it
on to get the money back.
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Pros v Cons
Pros:
•

You are investing in an asset (paying for something to own rather
than paying rent to someone else)

•

It can give you more security than renting. As long as you are able to
keep up with your mortgage repayments, there is no threat of eviction.
Reasons for evicting tenants are varied and can be related to their own
circumstances – they may no longer be able to afford the mortgage on
the property or need the property to move into themselves or to sell.

•

Freedom to choose how the property looks. You can decorate it how
you like and if you can afford to, make changes such as new kitchens
and bathrooms or changes to the garden. You can also, potentially
make major changes to the property such as building an extension
to make the property larger or adding a conservatory or porch.

Cons:
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•

It can be very stressful and a lengthy process

•

It is expensive. You need a large sum of money for a deposit but you
also need money to pay for things like solicitors’ fees and Surveys

•

You are committed to re-paying the mortgage each month unless you
sell the property. Mortgages are typically for periods of 25-30 years,
so it is a very long commitment. Your circumstances are likely to
change a fair bit during that time!

•

You are responsible for all repairs and maintenance on the property.
If you are renting, repairs are usually the landlords’ responsibility.

•

Additional cost of paying to insure the building. If you rent, it is
advisable that you insure your belongings, but owners must insure
the actual buildings themselves.

•

Moving can be more difficult. If you want to move when you are renting,
you only need to give your landlord a few weeks written notice.
It is usually far easier and quicker to move if you are a renter.

•

Sometimes, property values fall rather than increase. In these times,
people can be stuck paying large mortgages on properties that are
worth less than what they paid for them. This is called Negative Equity.
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Working Out What You
Can Afford
Before you approach a lender regarding a
mortgage, it’s a good idea to have a think
about what you can realistically afford.
If you have savings you won’t need to
borrow as much money and your mortgage
monthly repayments will be lower.
You usually need at least a 10% deposit
of the value of the house.

Types of Mortgage
The two main types of mortgage
are ‘repayment’ and ‘interest-only’.
Repayment mortgages are the most
common, simplest, least risky type because
you pay part of the actual amount borrowed
as well as some of the interest.
Most lenders offer repayment mortgages.
For more information on interest-only
and other types of mortgage go to

For example, let’s assume that you are
buying a house worth £100,000.

https://www.moneyadviceservice.org.uk/
en/categories/homes-and-mortgages

For a 10% deposit you will need to have
£10,000 and will then need to borrow the
remainder £90,000.

It is also worth looking at some online
mortgage calculators to work out what
a mortgage will realistically cost you.
Money Saving Expert have a good example,
but there area also others.

For a 20% deposit you will need to have
saved £20,000 and then you will need to
borrow the remaining £80,000.
The bigger the deposit you have, the less
you will need to borrow and the less you will
have to repay each month. Also, if you have
a larger deposit you might be able to
get a more favourable mortgage deal,
which means that the cost of borrowing
is cheaper for you.
Remember, on top of the deposit, you will
need to have saved money to pay for other
costs involved with buying a house, such as
solicitor’s fees and searches.
Try and work out what your income will
be. This will help you gauge what you can
afford. There are some handy online tools
that can help work out net incomes….
Which is the amount people get to ‘take
home’ from their pay after deductions
such as tax and National Insurance.

Some mortgages allow you to make
over payments. If you can afford to and
your mortgage terms allow, it is worth
considering making over payments to
clear your debt quicker. Over payments
might be made by paying a bit more off
your mortgage every month, or by lump
sum payments. The online Money Saving
Expert calculator can help you work out the
advantages of over payments.

Mortgage Interest Rates.
Fixed Rate Mortgages mean that the
interest rate is set for a period of time
when you agree to the terms of the
mortgage. The advantage is that you
know exactly how much you are paying
every month.
A Variable Interest Rate changes according
to the National Base Rate of Interest which
is set by the Bank of England according to
how the economy is performing.
The advantage is that when the Base
Rate of Interest is low, your repayments are
reduced accordingly. However, when, if and
when Interest Rates Rise, you will then have
to pay more.
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Other Costs

Getting a mortgage

Council tax

Once you’ve done your research and have
decided that you can afford to buy a house,
you can go to a mortgage lender to get an
‘agreement in principle’. The mortgage
lender will decide if you qualify for a
mortgage and will look at your earnings
and your deposit to see how much they
are willing to lend. Once you have this
agreement in principle, you can start
looking for properties.

The amount to be paid depends on where
you live and the value of the house.
Insurance
A property owner must insure the building.
The cost of insurance depends on the size,
type, construction and location of the
property. The insurance should help you
cover the costs if your property is damaged
by things such as fire or flood.
Utility bills
Are water, gas and electricity. The bigger
and older your home, then usually the more
it will cost in utility bills. You might also
want broadband.
Repairs and Maintenance
These can vary considerably in cost
and can sometimes take you by surprise.
Television License
If you have a television or watch some
streaming channels, you must pay for
a television license. It can be paid for
monthly or in an annual lump sum.
Don’t forget, you may also need money
every month for things such as:

•
•
•
•
•
•

Transport
Food
Clothes –Socialising
Sports
Holidays
Pets

Extra income
If you have a spare room you might be
able to let it out to get some extra income.
Whilst this kind of extra income can be very
helpful, you shouldn’t be too dependent on
it. There may be times when you are unable
to find a lodger and the room is empty.
Be careful if you choose to let someone
move into your home. Make sure it’s either
someone you know or that you are able to
get some good character references.
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As a rule, mortgage lenders will lend three
to four times your salary
For example, if you earn £25,000 a year
you can borrow £75,000-£100,000.
If you are buying with someone else,
you can normally borrow between two
and a half and three and a half times
your combined salaries.
For example Person A earns £25,000 a year
and Person B earns £15,000 then you earn
a combined total of £40,000 a year.
The amount that can be borrowed is
£100,000-140,000.
If you have a bank account with one bank,
this doesn’t stop you from applying for a
mortgage with another bank.
However, some banks may have special
deals for people who already have an
account with them. It’s worth shopping
around for the best deals. You can also go
to a mortgage broker or an agent that can
look at the whole market and advise you
on the best options.
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Looking for a Property
Once you know how much you can afford,
you can start looking for a property within
your budget.
Most estate agents now advertise online or
you can go to the actual high street shop.
There are also online marketplaces where
some of the properties are sold by estate
agents and some by private individuals.
Local house builders can also be a way of
finding a home. Adverts for properties
for sale can also usually be found in
local papers.
You can arrange an appointment to see a
property. It is called a viewing.
Viewings are usually carried out by estate
agents, but sometimes the owners like to
show potential buyers around.
You can book appointments to see several
properties with different estate agents.
If you find a property that you especially
like and are interested in buying, then you
can ask for a second viewing. You are not
obliged to make an offer on any property
that you are shown around.

Making an Offer
Once you decide on a property that you
want to buy, you need to make an offer
to the buyer. This is usually done via the
estate agent. It is up to you how much you
want to offer. You do not have to offer the
asking price, you could try offering less.
It is up to the buyer to decide whether
they want to accept your offer or not.
Nice properties in good areas will often
attract a lot of attention and can sell for
above the asking price as people compete
to buy them. It is up to you to determine
what you can afford and how much you are
willing to pay. If your offer is rejected,
as long as you are able to afford to do so,
you can go back and offer more if you
want to.
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You will need to notify the mortgage
company of your offer. The mortgage
lender will normally carry out a survey of
the property before lending the money.
This is not very in-depth so you may
consider paying for a more detailed survey
to be carried out to check that all is in
good order. Remember that you will need
to pay for this survey to be carried out.
The survey will tell about the condition of
the property and should highlight whether
there are any major works that you might
need to undertake to the property. If you
are unhappy with anything that comes from
the survey, you can pull out of the sale if
you want to.

The Legal Process
Once an offer has been accepted you
must contact your solicitor to tell them
to start the legal process. This is called
conveyancing. There will be a charge for
this so make sure you can afford it. If you
are unhappy with anything that comes up
in the conveyancing, you can still withdraw
from the sale, but you will still have to pay
for any surveys or legal work that has been
carried out. If you are happy to proceed,
contracts will be exchanged and you will
be required to pay a deposit at this stage.
After the exchange of contracts,
a completion date is agreed and this will be
the date you get the keys to your new home.
It can take a few weeks to complete,
but you then become a home owner!
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