ARE YOU THINKING OF
BUYING YOUR FIRST HOME?
FREE AND UNBIASED

FIRST-TIME BUYERS’ GUIDE
Buy your first home with confidence with this free and unbiased guide.

Hopefully our many years of experience can help you find the right mortgage,
whilst avoiding many of the first-time buyer pitfalls.

This guide is brought to you by Celtic Financial Planning
Ltd, independent financial advisers and mortgage advisers
based in Mold, Flintshire.

We have personal experience of what a first-time buyer
should look out for when buying their home and trust
that this guide will help you avoid the many pitfalls which
await the unwary.
It’s important to point out that this document is only a
guide and should not be taken as advice. We always
recommend you take advantage of meeting an independent
mortgage adviser, even if it’s not ourselves. Most advisers
will offer you a free initial meeting.

How can you find the right
mortgage adviser?
It’s a common question! We would always advise consider
ing someone recommended by friends or family as a good
starting point, or choosing an adviser from the Financial
Conduct Authority (FCA) register.
The FCA is our governing body and independently regulates
most areas of financial planning, including mortgages.
The FCA register can be found at https://register.fca.org.uk

Regulation – it’s important…

It’s important that any adviser you see and any residential
mortgage you purchase are regulated by the FCA, so that
you obtain the highest level of consumer protection.

Enjoy the Guide!

Celtic Financial Planning Ltd
Florence House, Bromfield Lane, Mold
Flintshire, CH7 1JW
www.celticfp.co.uk

Celtic Financial Planning Ltd are authorised
and regulated by the Financial Conduct Authority
(reference 809204).
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1. How much deposit do you need?

Before looking at properties, you need to save for a deposit.
Generally, you need to try to save at least 5% to 20% of the cost of
the home you would like.
For example, if you want to buy a home costing £150,000, you’ll need
to save at least £7,500 (5%).
Saving more than 5% will not only give you access to a wider range
of mortgages, but will often allow you access to cheaper rates too.
In financial services we often refer to “loan to value” (LTV) when we
are talking about a deposit compared to a property purchase price.
For example, if you have a £19,500 deposit and you are looking to
purchase a house worth £130,000, then we would say you have a
15% deposit and so you need an 85% LTV mortgage.
It’s important to remember that, in addition to the deposit,
you will need monies for other expenses, which is what
we will look at next...

2. Budgeting for other costs

Apart from your deposit there are other costs when buying a home.
These include:

Survey costs – which we’ll discuss later
Solicitor’s fees – do your research and get quotes
Buildings insurance – this is compulsory with a mortgage
Initial furnishing and decorating costs
Mortgage arrangement and valuation fees
Stamp Duty Land Tax (SDLT) – or the Land
Transaction Tax (LTT) in Wales
Protection plans – to be discussed later

First-time buyers will pay no Stamp Duty on the first £300,000 for
properties worth up to £500,000 in England.
In Wales, LTT is not payable on properties that cost £180,000 or less;
this applies to everyone, not specifically to first-time buyers.
Stamp Duty Land Tax (England) and Land Transaction Tax (Wales)
Stamp Duty Land Tax and Land Transaction Tax is payable if you buy
a property or land over a certain price. The taxes are similar, but have
different sets of rules and different thresholds.

3. Ways to save for a deposit

For many, this will be the hardest part of obtaining a mortgage and,
if not properly approached, could become a burden.
Saving for a mortgage requires both commitment and a solid method
of execution, without which your chances of getting a mortgage will
decline considerably.

Step 1 – Build a strategy to fit your needs
• Scout out average house prices in your chosen area.

• Work out how much is required to reach your desired goal.
• Find out what you are comfortable saving.
• Research taking advantage of possible benefits such as a
Help to buy ISA or a home buyer scheme.

Step 2 – Reduce costs and maximise savings
• Look at your bills and see if you could reduce your monthly
outgoings.

• Stay with parents! Rent is almost as expensive as a mortgage,
but if living with parents isn’t possible, find a lodger or look
for cheaper properties.
• Save smarter, not harder. Emotions play an underlying role when
it comes to saving; if you are unhappy then it will be a lot tougher
to reach your savings goals.
• Stash your cash in the right place. Find the best interest rates,
so your money can accumulate instead of depreciate.

Step 3 – Stay on track with your goals

• Ensure you stay on track with your savings goals by breaking
down the amount into smaller chunks.
• Regular contributions to your savings are key and this is a
much more efficient way of saving than using one-off lump sums.
• If you’re not on track, seek help or try raising extra cash by,
for example, selling unwanted items.

4. Home buyer schemes

If you are a first-time buyer, you are eligible for a variety of schemes
which can aid you in buying your first property. Below, we briefly
explain the schemes which could be available to you and how they can
assist you.

Lenders can also offer their own incentives and products, while
“family assist” mortgages are now very popular, enabling parents to
contribute towards a mortgage and/or to act as a guarantor.
A guarantor is a person such as a parent who takes on the risk and
liability if you can no longer pay your monthly mortgage.
It is important to take great care and legal advice if you’re thinking of
using a guarantor.

Help to Buy ISA

With a Help to Buy ISA, you can save up to £1,000 initially and then
make monthly savings of up to £200, which will entitle you to a 25%
government bonus plus interest – if applicable –from your bank.

The minimum government bonus is £400, meaning that you will need
to have saved at least £1,600 into your Help to Buy ISA before you
can claim your bonus. The maximum government bonus you can
receive is £3,000; to receive that, you will have to have saved
£12,000.

Receiving your bonus

When you are close to buying your first home, you will need to
instruct your solicitor or conveyancer to apply for your government
bonus.
Once they receive the government bonus, it will be added to the
money you are putting towards your first home. The bonus must be
included within the funds consolidated at the completion of the
property transaction.

The bonus cannot be used for the deposit due at the exchange of
contracts, or to pay for the fees of a solicitor or estate agent, or to
settle any other indirect costs associated with buying a home.
It is important that you do not withdraw the Help to Buy ISA
yourself as you will not receive the bonus.

Help to Buy Equity Loan Wales / England

By providing a 5% deposit, the government can offer you a
20% shared equity loan on a property with a value up to £300,000
(interest free for five years). This means you have 25% of the
property secured and will have to purchase the remaining 75% via a
repayment mortgage.

5. How much can you afford to borrow?

Looking for a mortgage should be about finding a home which
you can comfortably afford, even if your circumstances change.
Your Mortgage Affordability Assessment determines how much you
can borrow, what sort of property you can afford and is a way to
confirm that your lender knows you will have the means to make the
required repayments.

Affordability assessment

The main part of the affordability assessment usually consists of:
Finding out how much you earn
Knowing your expenses, including bills, debts and loans
“Stress testing” your finances
Checking your credit scores
The aim of this is to get a deeper look into your financial habits and
find out if your outgoings could affect your mortgage repayments.
Your finances will be stress tested in order to see the possible
outcome if your circumstances were to change.
Previously, affordability and the amount you could borrow would be a
simple calculation which involved multiplying your income by a factor
such as four. Lenders now work on affordability and assess it very
differently. That said, most lenders make their calculators available
online for you to see how much you could borrow. It is important to
understand that they are only guides and rely on you putting the
correct information in the right boxes!

Failing your assessment!

Although some lenders might not be happy to offer you your
requested amount, that isn’t necessarily the end of the story.

You might be able extend your mortgage term and/or reduce your
loan amount by increasing your deposit.
If it’s your credit score which is the issue, this can be improved by:
Paying off any debts (should this be affordable)
Paying your bills on time
Not applying for new credit
Keeping unused credit card accounts open (if the annual fee is zero)
Disputing any inaccuracies on your credit report

6. Find the right mortgage deal
Make sure you can afford your monthly repayments. As a first-time
buyer, the most important thing to bear in mind is whether you can
really afford to become a home owner. It’s wise to put together a
budget before you start looking for a property.
Finding the right mortgage is very important, especially when a
slight difference in interest rates can amount to a substantial
amount of capital over the lifetime of a mortgage.
Before even thinking of purchasing a mortgage, make sure you shop
around to find the best deal, otherwise you could end up paying more
than you need to.
Broker or no broker, when hunting for a mortgage please ensure
that you don’t make these common first-time buyer mistakes:
Not having a full understanding of the costs and the required
product knowledge.
Talking to only one lender, e.g. walking straight into your local bank.
Rushing or trying to force the mortgage process.
Spending more than you can afford.
Just clicking and applying; it’s important to check both the underlying
costs of the mortgage and to avoid rejection by knowing the lender’s
criteria.
Trying to find the right mortgage yourself can be a tough process.
A Mortgage Adviser has access to a much wider range of lenders
than the public. For you, this means more choice, better rates and
puts your mortgage in the hands of a qualified expert with the
specialised knowledge to fit your needs. Although it is always worth
asking your bank what it can offer, you should speak to a Mortgage
Adviser, who will explain products in more detail.

7. Freehold or leasehold?

The two main ways of owning a property are freehold and leasehold.
Freehold means that you own the property and the land it’s on outright,
while leasehold lets you own a property (for a fixed term) but with no
land. Leasehold is a common arrangement for buying flats, because
there are many tenants who are technically under one roof.

Freehold pros

You don’t need to pay rent and are not subject to future charges.
You are in complete control of the property with no limitations.
Buying a freehold property is a long-term investment.

Freehold cons

You will have to pay for the maintenance of property and land.
Generally more expensive than leasehold.
You are legally obliged to take action due to disrepair etc.

Leasehold pros

Generally less expensive than a freehold property.
Could be an advantage for those who need short term accommodation.

Leasehold cons

Unexpected fees e.g. administrative charges, ground rent, insurance.
When the lease expires, the landlord is not obliged to renew.
The landlord makes the rules, (e.g. no pets, no smoking).

8. Mortgage application process

The mortgage application process can become complicated and
tedious without guidance. This is due to the abundance of
paperwork and the general lack of knowledge needed to ensure
the process runs as smoothly as possible. Many things might be
overlooked, which will slow the process down.
Here we will cover a few things which aid the flow of the mortgage
process and what can be done to assist it.

Documents

The mortgage application process will require certain documents;
without them you will be unable to get a mortgage. If you are seeing
a mortgage adviser, it will be helpful to take the following documents
to your first meeting:
Identification, e.g. driving licence, passport, utility bills
Bank statements for the last three months
Payslips for the last three months
By providing these, you are proving to the lender that you have the
required funds and intention to make the repayments on your
mortgage.

Declaration
You must answer the questions on the application form truthfully and
honestly; failing to do so is a crime.
Answer truthfully and honestly
Understand the rules
Use trusted sources, solicitors, advisers etc
Valuation reports
When it comes to buying a property, mortgage lenders need to conduct a
valuation report. A basic report is largely for the benefit of the lender to
ensure the property is worth roughly what you are buying it for; if it’s a
new build, it should have a 10-year new build guarantee so this should be
no problem. However, when you are buying an older property, we typically
recommend you consider a homebuyer’s report; it costs more, but could
save you thousands!
Homebuyer surveys
Homebuyer surveys are a good way to avoid unexpected repair costs
further down the line. Getting a survey for a house or flat will give you an
idea of just how much you might need to invest in a property after you
buy it. Choose a survey based on the condition of the property itself, not
the cost of the survey. Money spent on a homebuyer’s survey can save
you a fortune in the future and help you avoid expensive surprises after
you have moved in.

According to the Royal Institute of Chartered Surveyors (RICS), one in
five homebuyers only get a mortgage valuation report, so it’s no surprise
that many are hit with unexpected repair bills when they move into their
new homes.
What to do if your survey uncovers problems
A surveyor’s report nearly always finds some issues, especially with older
homes. You can accompany the surveyor when the survey is carried out
and ask questions about things that concern you. This is about your
future home, so don’t be afraid to speak up. The most common things
you’ll have to investigate after a survey are likely to be:
Electrical installation
Problems with the roof
Central heating system
Damp and timber issues
Complications, such as sinking foundations, which will need a
structural engineer to assess.
What to do next:
Find out whether any problems, such as a poor damp-proof course,
are still covered by a guarantee.
Ask the surveyor to give you an idea of how costly it will be to sort
out any problems.
For substantial work, ask a builder to give you a quote
Use these estimates to try to renegotiate the price or ask the seller
to fix the issues before you complete the sale.

Remember it’s not just about cost, but also the amount of upheaval that
repair work will cause. If it all seems too much, you can walk away – you’re
not committed yet.
Common reasons for declined mortgage applications

Poor credit history
Check your credit file with the credit reference agencies (Experian,
Equifax and TransUnion) to see what information they have about you. If
any of the information on your credit report is wrong, get it corrected.
Not registered to vote
You need to be on the electoral register at your current address so
lenders can confirm who you are and where you live.
Too many credit applications
When you apply for credit, the lender will search your credit report to check
your suitability. Most searches are recorded, leaving a footprint on your
credit history. Repeatedly applying for credit makes it look like you have
financial problems, so try to avoid taking out new credit deals at least 12
months before you want a mortgage.
Too much debt
If you’ve got money worries, there is plenty of free and confidential advice
out there to help you.
Payday loans
Any payday loan you’ve had over the last six years will be listed on your file.
Even if you’ve paid it off on time, it could still count against you as lenders
might think you won’t be able to cope with the financial responsibility of
having a mortgage. The impact of having a payday loan will differ from
lender to lender and won’t necessarily mean you will be turned down for a
mortgage.
Administrative errors
Lenders aren’t perfect. Many of them put the details from your application
into a computer and you might have failed because of a mistake or error
they made. A lender is unlikely to give you a reason for your credit
application failing, other than it relating to your credit file. If this occurs,
then ask the lender which credit reference agency they used.
Not matching the lender’s profile
Some lenders prefer not to lend to certain categories of people, e.g.
self-employed.
An independent mortgage adviser has experience of the market and is likely
to have a better idea of the type of borrower lenders will want to attract.

9. Why use a mortgage adviser?
Getting a mortgage is one of the biggest financial decisions you will
make, so it’s important to get it right! A qualified mortgage adviser
brings competence and expertise to the table. Not only are they
going to save you time, money and effort, they are there to support
you through the whole mortgage process, making it smoother and
more efficient.
Knowing that an expert is doing all the tedious work, cross-checking
legal documents and managing the process from start to finish, you
will no longer have to worry.
In addition, with their industry connections, mortgage advisers have
access to exclusive information and deals from lenders, which
consumers do not usually hear about.

Risks of not getting advice

Getting advice, rather than doing research on your own, means that if
the mortgage turns out to be unsuitable for you later, you’ll have
more rights when you make a complaint.

For example, you could make a complaint of financial mis-selling if
the advice you were given turned out to be unsuitable for you. Not
taking any advice means you have to take full responsibility for your
mortgage decision. If you don’t take advice, you could end up:
With the wrong mortgage for your situation, which could be a
costly mistake in the long run.
Being rejected by your chosen lender, because you didn’t
understand the restrictions or what circumstances the mortgage was
designed for. Mortgage brokers often have access to better rates and
a wider range of lenders than the general public.
Red flags – how to avoid a dodgy mortgage adviser Pressure
tactics – You are not obligated to spend more than you are
comfortable spending. ‘Pressure tactics’ should raise an instant red
flag, as they suggest those concerned are only interested in profits.

No mortgage advice fee – There is a lot of work involved in giving
good independent mortgage advice. If you choose a broker that
doesn’t charge a mortgage advice fee, it could be because they are
working with high volumes of clients – which should raise
concerns over the quality of service you’ll receive.
Signing documents – Mortgages can be complicated, with an
abundance of paperwork; make sure you fully understand any
documents and DO NOT sign before reading them.

Number fudging – A reputable broker will not try to convince a client
to lie about their income in order to get a bigger loan; doing so is
mortgage fraud.

Having a mortgage adviser also entitles you to a Mortgage Review. This
can be as often as a few times a year and you’ll get to see whether there’s
a way to pay off your mortgage faster!

10. Protection planning

We believe protection is a key fundamental within the financial
planning framework. It is all about building a strategy for coping with
the unexpected, so if something does go wrong, you can keep stress
levels to a minimum.
Protection Types
Remember, the only insurance that’s compulsory with a mortgage is
building insurance. Any other insurance is optional – although you should
take time to see what cover could help you and your family.
The main reason for protection is to safeguard you and your family, as it
provides you with a financial safety net for when things don’t go to plan.
Having a mortgage will probably be the biggest financial commitment
you will ever have; you need to ensure you have provision in place should
you no longer be able to make the monthly payments. If you can’t pay
them, you could lose your home and face financial difficulties for a long
time.
Life assurance
This type of protection will provide a tax-free lump sum on death. Policies
can be decreasing, so the amount of life cover reduces in line with your
outstanding repayment mortgage balance, or you can have level cover, in
which the amount of life cover stays the same throughout the term. You
can also opt for level cover that increases each year, e.g. in line with the
Retail Price Index (RPI). This helps to ensure your money retains its
purchasing power.
The ‘term’ is the number of years you will be covered for, after which your
cover stops and typically you get no money back.

Income protection
Income protection is there to protect you in case you’re forced out of
work due to accident, injury or illness. These plans will often provide you
with a regular tax-free replacement income to cover you until retirement
if something goes wrong, normally after a deferral period of 4, 8, 13 and
26 weeks. A deferral period is the amount of time you need to be off work
before you can start claiming a replacement income. Typically, you can
replace your income by 60% to 70%.
Critical illness
It is impossible to predict life’s unfortunate events. Critical illness cover
can help protect you if you are diagnosed with a specified condition;
should this happen you will receive a tax-free lump sum.
Note that insurance companies have different specified critical illnesses
(for example, stroke, heart attack and some cancer’s) and so you might
not get the pay-out you were expecting.

Critical Illness cover can often be expensive, but within the average policy
term a person is more likely to be taken seriously ill than to die. Latest
stats reveal 1 in 3 of us during our working life will suffer a Critical Illness.

11. Completing your purchase

Until the exchange of contracts, both the buyer and seller of the
home can pull out of the deal without incurring serious costs.
However, as a purchaser it’s likely you’ve already paid for legal
searches and valuation fees which won’t be refundable.

Before you exchange contracts

Exchanging contracts is legally binding, so be certain you want to go
ahead before signing anything. Use our helpful checklist to make sure
you haven’t missed a step:
Check the searches are complete.
Check you have your mortgage offer in writing.
Check you have the funds for your mortgage deposit.
Make sure you’ve agreed on a completion date for sale.
Check the contract your solicitor will send before signing and
returning it.
Ask your solicitor to explain any conditions or terms you don’t
understand and keep in regular contact to prevent any hold-ups in
processing the paperwork.
Make sure you know what’s included in the offer, e.g. fixtures and
fittings, and have it put in writing.
Check you have funds for a holding or contract deposit if the seller
requires one (typically £500 to £1,000).
If the seller pulls out before you exchange contracts, you have no
legal right to recover any costs from them; you can, however, take out
indemnity insurance to cover wasted costs – your solicitor can advise
you about this.
Check the Energy Performance Certificate (EPC) for your new home,
which includes the energy efficiency of the building
and
recommendations for how to improve it.
If sellers attempt to renegotiate the purchase price at this stage, get
advice from your solicitor and ask them to help you with the
negotiations.
Organise buildings insurance and make sure it’s valid from your
exchange date.

Exchanging contracts

During the exchange of contracts, the solicitor or conveyancer will
read out the contracts over the phone in a recorded conversation.
They will make sure the contracts are the same and then post them
to each other.
Once contracts have been exchanged, you’re legally bound to buy the
property and you can:
if it’s a leasehold property, tell the freeholder that you’re the
new owner;
check the solicitor/conveyancer has registered transfer of
ownership with the land registry; and

if it’s a share of freehold purchase, check the solicitor will arrange for
a new share certificate to be issued.

Completion date

This is the date when you are able to move into your new home.
The estate agent is likely to hold the keys for you to pick up.
On completion day, your solicitor will arrange for money to be
transferred to the seller’s solicitor.
Ideally, all the buyers and sellers in the chain complete on the same
day, otherwise you might have to wait for the seller to have
completed buying their new home before you can move in.
If you have a share of freehold, find out how to register your name on
the company register.

Tips for preparing to move

Organise post forwarding.
Notify everyone you’ve changed address – DVLA, banks, pension
company, work, mobile phone company etc.

Register with utility companies, broadband suppliers, water suppliers
and for council tax.
Before moving in, ask the seller where the main stopcock and energy
meters are and check fixtures and fittings are in place (if applicable).
Ask for the instruction manual for any electrical goods being
left behind.
Make sure you have door and window keys.

Collect keys and clean the property before the removal firm arrives

If you have young children and/or pets, arrange to have them looked
after on moving day.
Keep valuable items, such as jewellery, with you.

Pack a box of essentials for your first day in your new home, such as
a kettle, mugs, coffee/tea, toilet paper, toothbrushes and toothpaste.

WE WISH YOU LUCK
WITH YOUR PROPERTY PURCHASE
AND BUYING YOUR FIRST HOME!

Take control of your finances and find out more with a free meeting
We are driven by a dedication to ensure your financial wellbeing, whatever your requirements and
whatever your life stage.

Find out how working with one of our expert advisers can help you:

T: 01352 390121
E: hello@celticfp.co.uk
W: www.celticfp.co.uk

Celtic Financial Planning Ltd
Florence House, Bromfield Lane, Mold
Flintshire, CH7 1JW

*Telephone calls made to any member of Celtic Financial Planning Ltd may be recorded, and
recordings maybe used for training purposes or to meet our regulatory requirements. Any data
provided during the call will beused and held in accordance with relevant data protection law. We
will never sell or give away your data tothird parties or act in a way that we believe will contravene
the original reason you contacted us. You can request our privacy policy at any time.
Celtic Financial Planning Ltd is authorised and regulated by the Financial Conduct Authority 809204.

