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Mortgages

Turning ‘generation rent’
into ‘generation buy’
New 95% mortgage scheme to help first-time buyers

The government is hoping to turn ‘generation rent’ into ‘generation
buy’ with the help of a 5% mortgage deposit scheme launched
on 19 April.
Following the outbreak of the coronavirus pandemic, many
lenders withdrew low-deposit mortgages. In just under a year, the
number of 95% mortgages available to first-time buyers fell from
391 to just three. It’s hoped the scheme will give lenders the
confidence to offer low-deposit mortgages again by taking on
some of the risks involved.

What is the 5% deposit scheme?
First announced in this year’s Budget, the programme offers
first-time buyers or current homeowners the chance to secure a
95% loan-to-value mortgage on homes worth up to £600,000. It’s
available on both new-build and existing properties.
The government hopes the scheme will provide an affordable
route to home ownership by helping people who may be renting
but are unable to save for a deposit.
Buyers will still only be able to borrow in proportion to their
income, typically a multiple of 4.5. As a result, the scheme will
particularly benefit buyers in lower-value housing markets such as
northern England and Scotland.

What does loan to value mean?
Loan to value is the percentage of the property value
you’re loaned as a mortgage – in other words, the
proportion you're borrowing. For example, if you have a
95% mortgage on a house worth £200,000, you would put
down £10,000 (5%) of your own money as a deposit and
borrow the rest (£190,000).

What’s the catch?
There are a few conditions that you’ll have to meet under the
scheme. You’ll need to:
—B
 uy a property to live in – second homes and buy-to-let
properties aren’t eligible.
— Apply for a repayment (not interest-only) mortgage
—P
 ass standard affordability checks, including a loan-to-income
test and credit score assessment.
It’s worth considering the fact that the higher proportion of the
property price you borrow, the higher the amount of interest you’ll
repay on your mortgage. So it might be good to take a step back
and figure out if you can save for a little longer and borrow less.
Speak to your financial adviser about how the 5% mortgage
deposit scheme could help you get on the property ladder.

YOUR HOME MAY BE REPOSSESSED IF YOU DO NOT KEEP UP REPAYMENTS ON A MORTGAGE.
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Lenders are now offering a governmentbacked 95% mortgage scheme to help more
first-time buyers onto the property ladder.

Protection

The perks of protection
What support do insurers
offer after the event?

As well as peace of mind, many insurance providers
offer additional benefits that you may not know about.

Illness and bereavement help.
Many providers give free access
to services offering practical and
emotional support for those left
behind after the death of the
policyholder.

Whether we’re crossing the road or getting on a plane, we encounter risks
every day. For many of us, life has felt more uncertain than ever over the past
year as we continue to deal with the coronavirus pandemic. Although we can’t
always control what’s happening in our lives, we can plan for the unexpected.

issue, providers will continue to
cover counselling sessions for a set
period of time.

—L
 ife cover – pays out a lump sum if you die
— Health insurance – pays medical costs at a private hospital or private ward
—C
 ritical illness – pays a tax-free lump sum if you’re diagnosed with a
major illness
— Home contents and buildings – covers your home’s structure (including
fixtures and fittings) and contents (furniture)
— Income – pays out if you can’t work due to illness or injury
As well as peace of mind, protection policies often come with added extras.
We’ve highlighted examples of some of the perks you could receive when
you take out a policy, even if you don’t make a claim.

Welcome gifts
When you sign up for a protection policy, some providers offer a welcome gift.
For example, health insurers sometimes offer gadgets like an Apple Watch to
help you track your activity – with some even offering a discount based on the
amount of exercise you do each month.

Discounts
Many health insurers offer discounts on gym memberships and weight-loss
programmes to help you embrace a healthier lifestyle. Some also offer you the
option of taking a health check to reduce the amount you pay each month.
It’s worth noting that when you take out a protection policy, your provider is
likely to offer you discounts on other products such as pet or travel insurance.

Additional healthcare options
Some health insurers now cover complementary therapies such as osteopathy
and acupuncture, giving you more treatment choices. In addition, counselling
services are now included in most health insurance policies and many also
give you the option to upgrade your hospital room if you need treatment.

Will writing
Some providers of life insurance give new policyholders the opportunity to
draw up a will free of charge.

Cover for children
Many critical illness plans include free cover for dependent children.
Whatever type of protection you’re looking for, get in touch and we can help
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Rehabilitation.
Insurers usually offer back-to-work
support services, including
physiotherapy, careers guidance or
advice if you choose to go selfemployed. If you’re returning to
work following a mental health

By taking out a protection policy, you can safeguard your family’s finances if
your situation changes. The main types of protection include:

General Insurance

Home insurance
add-ons explained
The cover provided by a home insurance policy can vary
depending on the insurer. You can usually ‘add-on’ extra
cover for an additional cost. These optional extras allow you
to tailor your policy to your own individual circumstances,
so you only pay for the cover you need.
Personal possessions used away from home
Many people mistakenly assume home insurance will cover their belongings both in and
outside the home. You will usually need to add personal possessions cover (sometimes
known as an all-risks extension) to your policy to ensure portable items, such as mobile
phones, musical instruments and laptops, are protected away from the home. Items may
also be covered when abroad with this add on – usually for up to 60 days a year.

Accidental damage
Accidental damage provides cover for accidents around the home. Adding this cover
to your contents insurance will protect you for life’s little mishaps like spilling red wine
on your cream carpet, or a toddler wreaking havoc with a paintbrush.
If you add accidental damage cover to buildings insurance, you will be covered for
accidents such as drilling through a water pipe or cracking a bathroom washbasin.
Note that general wear and tear isn’t usually included.

Legal expenses

High-value items
Not all standard contents policies
will automatically cover high-value items
and there may be restrictions on the
amount of cover provided.

Musical instruments, jewellery
or other possessions worth more than a
specified cover limit may need to be listed
separately on the policy.

For expensive gadgets such as high-end
laptops and tablets, you may need to buy
separate gadget insurance.

Another optional extra for the majority of home insurance policies is legal expenses
cover. This pays for the cost of legal proceedings should you need to go to court
if a claim is disputed by any of the parties involved.

Home emergency cover
This add-on will pay for emergency callouts and repairs if, for example,
your boiler breaks down or a pipe bursts. Cover can vary between insurers,
so you should check carefully, but it will often cover boilers and central heating,
drains, plumbing, electrical faults, replacement locks and pest infestations.
The amount you can claim for boiler repairs may be lower than with standalone
boiler cover.

What to consider
Before adding any of these extras to your policy, check the small print carefully
to see whether you’re happy with any exclusions or cover limits. In some cases,
you may prefer to buy a standalone policy that offers more comprehensive cover.
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If you’re unsure which add-ons are right for you, get in touch
and we can help you find the right policy.

