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Mortgages

Get on the property ladder
with the Help to Buy scheme
All you need to know about upcoming changes to the
government’s Help to Buy equity loan scheme.
If you’re looking to buy your first home, you probably already know about
the government’s Help to Buy equity loan scheme. It’s proved popular
since launch in 2013, with almost 300,000 properties bought as part of the
initiative so far. But some aspects of the scheme are changing later this year,
and it’s important you understand whether you’ll still be eligible for help.

Are you eligible?
The new Help to Buy equity loan rules apply from April 2021 to March 2023.
To qualify, you must:
— be a first-time buyer in England;
— have a deposit worth at least 5% of the property you’re looking to buy;
— borrow a minimum of 5% and up to a maximum of 20% (40% in London)
of the full purchase price of a new-build home from the government; and
— buy the property from a homebuilder registered with the scheme.

What are the price caps?
The price of your home can’t exceed the maximum figure outlined by the
government. These limits vary depending on where you’re looking to buy.

How does it work?
The total cost of buying your home will be
covered by the government equity loan as
well as your deposit and mortgage. The
percentage you borrow from the government
is based on the market value of your home
when you buy it.
For example, if the property is worth
£200,000, you might ask the government
for a 20% equity loan (£40,000) to add to
your 5% deposit (£10,000) and 75%
mortgage (£150,000).
The loan is interest free for the first five
years, and from the sixth year you’ll be
charged interest at 1.75% each month. This
rate increases every year after that in line
with the consumer price index, plus 2%.
You’ll continue to pay interest until you’ve
fully repaid the loan.
You can repay all or part of the equity loan at
any time, but a part payment must be a least
10% of what your home is worth at the time.
You’ll need to pay the equity loan back in
full if you:

Region

Maximum property price

North East

£186,100

North West

£224,400

Yorkshire and the Humber

£228,100

— sell your home

East Midlands

£261,900

West Midlands

£255,600

— do not follow the terms set out in the
equity loan contract

East of England

£407,400

London

£600,000

South East

£437,600

South West

£349,000

— reach the end of the equity loan term
— pay off your mortgage

What if the value of my home changes?

Rest assured we are here to help if you have any
questions about Help to Buy mortgages

YOUR HOME MAY BE REPOSSESSED IF YOU DO NOT KEEP UP REPAYMENTS ON YOUR MORTGAGE
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The amount you have to pay back is based on the market
value of the property when you choose to repay. If the
market value of your home rises, so does the amount you
owe on your equity loan – if it falls, the amount you owe
also falls.

Protection

Business Protection
You need it more than ever

To add to this already significant issue, bank lending to struggling businesses via
government-backed COVID-19 loan schemes reached nearly £52bn as of mid-August –
meaning that UK businesses are more heavily indebted than ever.

Business loan protection
Business loan protection provides funds to repay a business loan, commercial mortgage, or a
director’s loan if one of the company’s owners were to die or be diagnosed with a serious or
terminal illness. Essentially, this type of insurance comprises a life cover or critical illness
policy taken out on the life of the business owner or key person, with the payout ensuring the
business can pay its debts should the worst happen.
Most lenders require some form of security when lending to businesses; often, business
owners will use their own personal wealth (e.g. their property) as security. So, in addition to
their business suffering if they were to unexpectedly die or become seriously ill, their family
could face serious financial hardship or even lose their home.

Director’s loans
It is common for businesses to have a director’s loan account, through which the director can:
— Lend money to the business to fund initial start-up costs or see it through cash flow pinch
points, for example;
— Borrow money from the company that is not classed as salary, dividends or expense
repayments.
According to research from Legal & General, the average director’s loan totals £169,000 – and
yet well over a quarter (28%) of businesses are unaware that director’s loans must be repaid
upon death. This means the business could collapse if there is no insurance policy in place as
security.

Loss of a key person
A staggering 52% of businesses say they would cease trading within a year if they lost a key
person. Losing a key member of staff can have a huge impact on the business in terms of lost
profits, poor cashflow and, potentially, a change in its creditors’ attitudes to outstanding
debts. That’s where business loan protection comes in – it can help alleviate financial
pressure by paying off the company’s debts and enabling the business to get back on track.
As with all insurance policies, conditions and exclusions will apply

51%
of businesses had some
form of debt prior to
lockdown

£176k
was the average amount
owed by businesses
in the UK

20%
of businesses used an
insurance policy as security

52%
of businesses say they
would cease trading
within a year if they lost
a key person
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Prior to lockdown, over half (51%) of businesses had some
form of debt, owing an average of £176,000 each – and yet
just 20% used an insurance policy as security.

General Insurance

Protect your peace of
mind when moving home
Moving home can be a hectic and exciting
time, but don’t forget about protection –
taking out the appropriate policies can save
you a lot of stress in the long term.

Income protection

If you’ve just moved home or are about to, it probably feels like
you’ve been caught up in a bit of a whirlwind over the past few
months. With searching for a property during a pandemic, making
the move before the stamp duty holiday ends and potentially
getting caught up in the resulting conveyancing backlog, protection
policies are probably not top of your priority list.

•	A short-term plan covers you for involuntary redundancy, but is
usually limited to a set time period.

Yet it’s important to take the necessary precautions to ensure your
new home and possessions are looked after – now more than ever.
Here are some of the main types of protection you should be
thinking about.

Mortgage protection
If you’re unable to work due to illness or injury or because you’ve
lost your job, mortgage payment protection will cover the cost of
your mortgage each month. These policies usually last for a year or
until you return to work – whichever is soonest.
You can pick how much you want your policy to pay out each
month, and this can include a buffer for other expenses, such as
bills. It’s important to bear in mind though that providers usually
set monthly limits of between £1,500 and £2,000. You won’t always
be able to claim straight away, and there’s usually a waiting period
of one or two months. The cost of mortgage protection will depend
on:

Income protection provides you with a regular income if you’ve lost
your job or are unable to work due to illness or injury. There’s
usually a minimum wait of four weeks before you can start
receiving payments. There are different types available:

•	A long-term plan will usually cover you until you return to work,
retire, die, or the policy ends – whichever is soonest.

Buildings insurance
If you’ve got a mortgage, you’re likely to have buildings insurance to
cover the cost of repairing damage or rebuilding the structure of
your home if it’s damaged. But have you looked carefully through
the policy and made sure that it definitely covers everything you
need it to? Once you’ve moved, you may realise that your new
home has a slightly more complex structure than you first realised,
and it’s important to make sure your buildings insurance takes this
into account. If you’re lucky enough to not have a mortgage, it’s still
a sensible idea to invest in this type of insurance for peace of mind.

Contents insurance
If you’ve bought new furniture and gadgets for your home, you
might need to review your contents insurance. This type of
insurance covers the cost of replacing possessions in your home if
they’re stolen, destroyed or damaged. It’s a good idea to double
check which of your items are covered so that you’re not caught
out if something does go wrong.

the size of your mortgage repayments;
the type of policy you choose; and
how soon you want to be covered.

When you’re caught up in the excitement of moving, thinking about
protection might be the last thing on your mind. But remember
that your circumstances can change quickly and it’s important to
make sure you’re prepared now in case things don’t go to plan in
the future. For more information about protection and to talk about
whether your current policies are right for your situation, speak to
your financial adviser today.
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Act now
your salary;

