
THE PATH TO PURCHASE

10 Things to Know

Do	I	have	to	pay	stamp	duty?	
Stamp	duty	is	the	amount	of	tax	that	you	pay	on	a	property	purchase.	Some	buyers	can	get
caught	off	guard	with	this	fee	as	they	do	not	consider	it	when	creating	their	budget.	The
amount	of	stamp	duty	you	will	pay	depends	on	the	price	you	paid	for	the	property.

What	deposit	do	I	need?
Generally,	most	banks	recommend	that	you	deposit	at	least	20%	of	the	property	purchase
price.	The	higher	the	deposit,	the	less	risk	you	will	oppose	to	the	lender.	Most	banks	will
accept	a	lower	deposit;	however,	you	might	be	required	to	pay	LMI	and	be	considered	a
more	high-risk	borrower.	

How	much	can	I	borrow?
Based	on	your	income	and	expenses,	you	can	work	out	how	much	borrowing	power	you

have	and	the	amount	you	might	be	able	to	borrow	when	needing	to	purchase	your	property.
All	banks	have	different	stipulations	and	borrowing	limits;	however,	you	can	estimate	off

most	banks	websites	using	their	borrowing	calculators.

What	is	Lenders	Mortgage	Insurance?
Lenders	Mortgage	Insurance	or	LMI	is	a	one-off	payment	(if	you	borrow	more	than	80%	of	your
home's	value)	added	onto	your	home	loan,	which	helps	you	purchase	a	home	with	a	smaller
deposit.	It's	an	insurance	policy	that	protects	the	lender	against	any	loss	they	may	incur.

What	is	a	Loan	to	Value	Ratio?	(LVR)
	LVR	is	the	percentage	of	the	asset	amount	that	you’re	borrowing	over	the	total	value	of

the	property	you	are	purchasing	(loan	amount/property	value	=	LVR).	A	good	rule	of	thumb
is	that	the	bigger	your	deposit	is,	the	lower	the	LVR.	



What’s	a	guarantor,	and	who	can	do	it	for	me
A	guarantor	on	a	mortgage	is	a	person	who	provides	an	extra	level	of	security	for	a	home	loan
(parent,	sibling	or	grandparent).	This	person	is	responsible	for	paying	back	the	loan	if	you
cannot.	They	need	to	have	a	stable	income,	good	credit	score	and	offer	equity	as	security.

Should	I	have	a	fixed	or	variable	loan?
A	fixed	interest	rate	loan	is	where	the	interest	charged	on	the	loan	will	remain	set	for	the
entirety	of	the	fixed-rate	period	of	the	loan	no	matter	what	is	going	on	in	the	interest	rate

market.	A	variable	interest	rate	loan	is	a	loan	with	an	interest	rate	that	can	change	over
time.	Choosing	the	right	loan	is	essential	to	ensure	you	save	money	over	the	long	term.	You
can	swap	between	the	two;	however,	costs	may	incur	if	you	break	the	interest	agreement

before	the	end	term.	

What	is	an	offset	account?
An	offset	account	(everyday/transaction	account)	is	linked	to	your	home	loan.	The	account
balance	or	proportion	of	that	balance	is	‘offset’	daily	against	your	home	loan	resulting	in	only
being	charged	the	difference	between	the	loan	balance	and	the	amount	offset;	therefore,	the
lender	is	charging	you	less	interest.	

What	is	the	process	to	get	approved	and	settled?
These	are	the	typical	steps	from	application	to	settlement:	Conditional	pre-approval,

Property	Valuation,	Apply	for	the	loan,	Unconditionally	approved,	Sign	the	documents,
Settlement	and	move	in.

When	should	I	engage	a	solicitor	or	conveyancer	to	act	on	my	behalf?
We	advise	you	to	engage	with	one	of	these	professionals	after	finding	the
property	you	are	interested	in,	and	the	real	estate	agent	provides	you	with	a
copy	of	the	sales	contract.
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General	Advice	Warning:	This	communication	contains	general	information	only	and	in	no	way	constitutes	the	provision	of
professional	advice,	nor	should	it	be	relied	on	as	a	substitute	for	financial,	credit,	accounting,	legal	or	other	professional	advice.	We
have	not	taken	into	account	your	financial	situation,	investment	objectives	or	particular	needs.	Before	making	an	investment	or
financial	decision,	a	person	must	seek	appropriate	independent	professional	advice	and	also	consider	whether	this	information	is

appropriate	to	their	needs,	objectives	and	circumstances.	The	author	as	well	as	their	representatives,	agents	and	employees	give	no
guarantees	and	make	no	representations,	express	or	implied,	as	to	the	accuracy,	currency,	completeness	or	suitability	of	the

information	contained	in	this	document.	Nor	do	they	accept	any	liability	whatsoever	as	a	result	of	any	information	herein	being
incorrect,	incomplete	or	unsuitable	or	as	a	result	of	a	person	in	any	way	using	or	relying	on	the	information	herein.

	
IMPORTANT	INFORMATION:	This	email	and	any	attachments	may	contain	confidential	or	privileged	information.	If	you	are	not	the
intended	recipient,	please	delete	this	message	from	your	system	and	notify	us	immediately	by	return	email.	Email	transmissions	and
attachments	cannot	be	guaranteed	to	be	secure,	error	free	or	virus	free.	It	is	recommended	to	scan	all	emails	for	viruses	and	defects
before	opening	and	using	attachments.	If	you	have	any	doubts	about	the	authenticity	of	this	email,	please	contact	us	immediately.

	

For	all	your	mortgage	loan	questions,	please	feel	free
to	contact	us	at:

	
steve.dart@astutefinancial.com.au	

0408	333	377
	

tony.duncan@astutefinancial.com.au
0413	782	416

	

Astute	Financial	Management	Pty	Ltd	|	ACN	093	587	010	|	Australian	Credit	Licence	364253		|	Wealth	and	Personal	Insurance	services
provided	by	an	authorised	representative	of	Alliance	Wealth	Pty	Ltd	|	ABN	93	161	647	007	|	AFSL	499221	|

centrepointalliance.com.au/AW.		General	Insurance	provided	by	Astute	Insurance	Pty	Ltd	|	ABN	59	622	582	236	|	Authorised
Representative	of	Ausure	Pty	Ltd	ABN	94	096	971	854	AFSL	238433.	Health	Insurance	products	are	underwritten	by	St	Luke’s	Medical
and	Hospital	Benefits	Association	ACN	009	479	618	(St.LukesHealth),	a	registered	private	health	insurer,	[trading	as	Astute	Simplicity
Health]	and	members	are	introduced	by	Astute	Financial	Management	Pty	Ltd	or	related	entities	(collectively	known	as	Astute)	for

which	Astute	receives	a	commission


