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DIS C L A IM ER

W

This publication has been produced by Genworth Financial
Mortgage Insurance Pty Ltd (’Genworth’). This publication may
include content which is owned by third parties (’third party

ELCOME to our It’s My
Home – First Home Buyers
special eBook edition.
Buying a property is one of

the biggest financial decisions of our lives. At
Genworth, we understand that it can be both
challenging and stressful.
For nearly 55 years our mission at Genworth
has been to help Australians realise their dream
of home ownership and assist them in getting
into their own home sooner by providing Lenders
Mortgage Insurance (LMI) to their lender.
It’s My Home – First Home Buyers is one of a
number of resources we have created to help you
navigate this process, providing you with insights
and tips to get you started and guide you along
the way.

content owners’) and that has been provided to Genworth for
publication. Opinions expressed in this publication are of the
writer or contributor and do not necessarily reflect the view
of Genworth or its affiliates.
This publication covers a variety of topics including property,
insurance and other financial products and services.
Although some of the information involves tax, stamp duty,
legal, accounting, financial or similar issues, Genworth,
its affiliates and the third-party content owners (as to their
materials only) (‘we’) are not in the business of offering such

genworth.com.au/lmitoolkit

recommendation or advice. You must consult with your own
professional advisers to examine the legal, tax, accounting

S T EP- B Y- S T EP G U ID E T O B U Y I N G A P R O P E R T Y
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CH ECK LIS T FOR B U YIN G A PR O P E R T Y

8

CH ECK LIS T FOR M OV IN G H O U SE

1 4 H OW LM I CA N H ELP YOU PU R C H A SE A

or investment aspects of any information presented in this

H OM E S OON ER

publication and how they may affect your particular situation.
The information also does not contain all of the applicable

1 6 LM I FA CT S H EET

terms, conditions, limitations or exclusions of the products or
services described. We expressly disclaim all responsibility and
liability for any action or inaction by you in reliance or partial
reliance on any material, information, opinion or advice in this
publication or referred to in this publication.
The information is current as at the date of publication but may
change without notice. We are under no obligation to update
the information or correct any inaccuracy which may become
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apparent at a later date. We do not take any responsibility for
for its reliability, accuracy or completeness.
Nothing in this publication is an offer by or on behalf of
Genworth or its affiliates to sell, or solicit an offer to buy, any
security or financial product.

C OP Y RIGHT N OTIC E
Genworth, its affiliates and licensors or to third party content
owners. All rights are reserved. To the extent permitted by law,
no part of any materials in this publication may be reproduced
or transmitted in any form without the express written consent
of Genworth. ‘Genworth’, ‘Genworth Financial’ and the
‘Genworth’ logo are service marks / trademarks of Genworth
Financial, Inc. and are used pursuant to a licence.

Front cover image: Freedom, Flaunter.com

All copyright in the contents of this publication belong to

G EO RG ETTE N I C HOL A S, C HI E F E XE C U T I VE OFFI C E R
& MANAGI NG D I RE CTOR, G E N WO RT H AUST R A L I A
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advice and nothing in this publication constitutes a personal

any reliance on the information contained in this publication or

For more information on LMI, please visit

Contents
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IT’S A GOOD IDEA TO
GET PRE-APPROVAL FOR
YOUR LOAN

Step-by-step guide to

BUYING
PR PERTY

B

While searching for your dream home or
investment property, it’s a good idea to
get pre-approval for your loan from your
lender, mortgage broker or one of the
many emerging online options. Having
pre-approval will mean you can move
quickly when you find your dream home.

HELPING YOU UNDERSTAND
THE PROCESS

You will need to provide employment
details including income and expenses,
assets and liabilities, and some personal
details. Mortgage brokers may be able to

uying your first home is a

Various stamp duty concessions are

a particular area, look at infrastructure

offer you a range of loan products from

dream fulfilling moment in

available for first home buyers depending

and amenities such as public transport,

various lenders, so they can be a good

your life, but it can also seem

on the location and the type of property

educational facilities and shopping

option for a first home buyer. Usually

a little overwhelming. Finding

you buy.

centres. Geographical factors should also

pre-approvals will be valid for 90 days,

be considered such as distance to the

however this can vary from lender

your ideal home, deciding on the best

In some cases, this cost may be

home loan deal, arranging inspections,

partially offset by first home owner

CBD and any infrastructure that will affect

to lender. As with any financial decision,

choosing insurance and navigating

grants intended to encourage first home

noise levels or the aspect of the property,

it’s wise to shop around for the best deal.

through the legal process can all be

buyers to enter the property market. The

such as substations or large electricity

confusing.

availability and conditions of such grants

towers. You can use our checklist for

and concessions vary from state-to-state

buying a property (on page 6) to assist.
include realestate.com.au and

4

Owning your own home not only gives
you a valuable asset, it provides a place

and apply mainly to new homes, rather

for you and your family to make lifelong

than established properties.

Websites that can help with research

D EPOSI T
One important consideration
when deciding how much to

domain.com.au. You could also build

banks and financial institutions typically

doing some preparation, you can reduce

buyer buying a property in New South

a relationship with the local real estate

require you to have a 20 per cent

the stress involved. Of course, as with

Wales for less than $650,000, you

agents in the area, so they can let you

deposit. This means that on a property

any major financial decision, you should

can apply for a full exemption. If you

know of properties that are coming up

worth $720,000 you will need to have

always seek professional advice.

are buying a property valued between

before they are advertised. The local real

saved at least $144,000 – plus enough

$650,000 and $800,000, you may be

estate agent will also have additional

to cover stamp duty and any legal and

eligible for a first home buyer partial stamp

information on any properties of interest.

moving costs.

memories. By following these steps and

1

DETERMINE YO UR
BUDG ET

As an example, if you are a first home

duty concession.

If finding the right property is proving

is stamp duty or transfer duty, which

2

chosen your ideal property, it is important

estate agent who works for the vendor/

varies by state and is generally charged

to research the market in the area in which

seller, a buyer’s agent works solely for

as a percentage of the purchase price.

it is located. When you are considering

the buyer.

First, you must decide how much

you can afford to spend – keeping in
mind all the additional costs associated
with buying a home. The largest of these

RE SE ARC H
TH E MARKE T
Once you’ve set your budget and

difficult, you might consider using a
buyer’s agent who can do all the house
hunting for you, will work to your budget
and negotiate on your behalf. Unlike a real

3

borrow is the size of your deposit. Most

There are other options available if
Pictures: iStock by Getty Images.
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C HOOSE T HE RI GHT
H OME L OAN AN D
GET PRE-APPROV AL

you don’t have a 20 per cent deposit.
A lender taking out Lenders Mortgage
Insurance (LMI) enables you to buy a
home with a deposit as low as five per
cent. Rather than having to save

➤

IT’S MY HOME

SETTLEMENT IS
THE DATE YOU
TAKE LEGAL
OWNERSHIP
OF YOUR
NEW HOME,
USUALLY FOUR
TO SIX WEEKS
FROM WHEN
CONTRACTS ARE
EXCHANGED

LMI CAN ENABLE YOU TO
PURCHASE A HOME WITH JUST
A FIVE PER CENT DEPOSIT

decide not to proceed, you will typically

Don’t forget to ask about any additional

have to pay the vendor a termination fee,

benefits – most lenders will provide

which is usually around 0.25 per cent of

home loan customers with additional

the purchase price. Any holding deposit

benefits such a fee-free transaction

you have paid above this is typically

account.

refunded. If the cooling off period has

a $144,000 deposit on a $720,000

advise you on what inspections are

expired, you will generally not be entitled

property, your lender may be able to

recommended for the type of property

to any refund of the holding deposit.

lend to you with you paying a deposit of

you are buying.

Auction - If you are buying at auction you

$36,000. This means you can get into

If you are paying the contract deposit

do the work for them as there is a lot at

in place, and that all of the legal work and

from your own funds, you can generally

risk. Conveyancers will have completed

inspections have been completed prior

use a personal cheque or a bank

hundreds of property transactions and

to the auction. If your bid is successful

cheque. If part of the contract deposit

know the hidden traps to watch out

protects the lender if you default on your

6

need to ensure you have a pre-approval

7

you are obliged to go through with the

is coming from your home loan (eg your

for, like finding out that someone has

loan. LMI is a one-off premium, the cost

Once the inspections have been

purchase as there is no cooling off period.

lender is using LMI and you have less

planning permission to build a 10-storey

of which the lender will pass on to you to

completed and you are happy to

So, make sure you really want the property

than the 10 per cent contract deposit

office block next door!

pay. The premium can usually be added,

proceed, it’s a good idea to contact

before you start bidding and, most

usually required when contracts are

or capitalised on to your loan, with your

your lender or broker to update them

importantly, that you don’t exceed your

signed), you may need to use a deposit

period which is the length of time before

repayments adjusted accordingly.

on the situation. The next step depends

maximum spending limit.

guarantee (sometimes called a deposit

you take legal ownership of the property.

To calculate the approximate cost of LMI,

on whether the property is being sold at

bond). This is a substitute for the cash

This can be negotiated but will need to

to occur with the vendor’s solicitor and

you can use the LMI premium estimator

auction or by private treaty, which is a

the amount of the contract deposit

contract deposit and is a guarantee

be agreed to by the vendor prior to the

any other interested parties, such as

on the Genworth website genworth.

sale directly through a real estate agent

required to be paid when contracts are

issued by an insurance company to

auction or signing of contracts. Many

your lender. The balance of the purchase

com.au/premiumestimator

or owner.

exchanged. This can often be reduced

pay the contract deposit to the vendor

lenders will require home and property

price will need to be paid on the day of

Private treaty - All of your research

to five per cent, instead of the typical

should you default under the terms of

insurance to be taken out from the time

settlement. Your solicitor or conveyancer

your own home sooner, begin paying off
your loan and potentially start building
equity. LMI is an insurance policy that

4
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I N S P ECTIO NS

MAKING AN OFFE R
AND SE C URING
FORMAL LOAN
AP P ROVAL

Speak to your solicitor regarding

A R R A N GI N G
THE CONTRACT
D EP O S I T

and use a solicitor or a conveyancer to

The contract will contain a settlement

will assist you when negotiating the

10 per cent however this needs to be

the contract or fail to proceed with the

contracts are signed. Even if your lender

will arrange this with your lender who will

Once you have found the home

purchase price, however you probably

agreed with the vendor or their solicitor

purchase. Deposit guarantees can be

doesn’t require it, it can be a good idea

take the balance of funds to settlement.

you want to purchase and

don’t want to be too inflexible. The last

prior to auction.

organised at the same time as your

to take out home insurance at this time

home loan so speak to your lender or

to help safeguard your interest in the

require the vendor to deliver the property

broker who will help you to arrange this.

property.

to you in the same condition it was in

There are a number of things to

before you make an offer, you will want

thing you want is to lose the property to

to arrange the necessary inspections.

someone else for an amount that you

consider when it comes to finalising the

You should consider a:

would have been happy to pay.

details of your home loan. One important

n building inspection (to check for

Once your offer has been accepted,

decision is whether you choose a

8

CONTRACTS AND
L EGA L WO R K

and tear. It’s a good idea to ensure your

will usually set a date and time for you

contract allows you to conduct a final

Do your research and speak

and the vendor to sign contracts and to

inspection just before settlement. You

to several real estate agents to find a

pay your contract deposit. The contract

can arrange this inspection with the real

a fixed rate loan which locks in your

reputable conveyancer or solicitor that

deposit is usually placed into a trust

estate agent. If anything is not working

interest charges and regular repayments

meets your needs.

account held by the real estate agent

or has been damaged, discuss it with

until settlement.

the real estate agent and your solicitor or

that you understand its contents before

9

conveyancer prior to settlement.

are exchanged. This is the date you take

and advise them to give you the keys.

signing.

legal ownership of your new home.

Your solicitor or conveyancer will also

a holding deposit of approximately 10

variable interest rate loan, in which

depending on location, approximately

per cent needs to be paid. There will be

the interest charges and your regular

$300-700

a length of time known as the ‘cooling

repayments may go up and down, or

off period’, which is a set number of
business days that is specified in the
contract within which you can walk away

for a set period of time. Both types of

buying a unit or townhouse under

from the agreement to purchase the

loans have their pros and cons and some

or solicitor will check the documentation

strata laws) – approximate cost

property. Typically, the cooling off period

borrowers hedge their bets by choosing

and begin to draw up the contract for

$250-350.

will be 5-10 business days, although the

a combination of fixed and variable rate

the property transfer. Ask your solicitor or

You should also consider checking with

availability and duration of these periods

loans. It’s a good idea to discuss your

conveyancer to explain the contract so

local council and state government

vary by state. You may also be asked to

personal circumstances with your lender,

about zoning issues and future property

waive your right to a cooling off period,

broker or financial adviser to ensure that

developments that may affect your home.

which is often also the case under

the loan is configured in a way that best

Your solicitor or conveyancer should

auction purchase conditions. If you

suits your needs.

$200-500
n strata title inspection (if you are

on the day of sale, except for fair wear

answered, your conveyancer or solicitor

structural damage) – cost can vary

n pest inspection – approximate cost

Once all questions have been

Generally, the contract of sale will

Your, and the vendor’s conveyancer

DIY conveyancing kits are available,
but most people leave it to the experts

S ET T L EM EN T

Once settlement has occurred, the

Settlement is usually four to six

vendor’s solicitors will contact the real

weeks from when contracts

estate agent who sold you the property

Your solicitor or conveyancer will
arrange a time and place for settlement

contact you and confirm settlement has
taken place. Time to celebrate!

5
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✓Checklist

FOR BUYING
A PROPERTY

Use this checklist when inspecting properties so you can
compare the pros and cons of each. Happy house hunting!
A detailed checklist can be downloaded from our
website genworth.com.au/lmitoolkit

6
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T HE LO CAT I O N

n Does the area have the local
amenities you might need?

n Shops
n Schools and child care
n Doctors/hospital
n Public transport
n Food and entertainment
n Are there any local council planning
Pictures: Shutterstock, iStock by Getty Images.

changes or planned infrastructure
developments in the near future?

n How long will it take you to travel to
work?

I N SI D E T HE
PRO PERT Y
n Check what is included – carpets,
curtains, blinds, light fittings, air
conditioning, heating and any
appliances

n Are there enough bedrooms and
bathrooms?

n What is the condition of the electrical
wiring?

n Is the plumbing operational?
n Are walls, ceilings and floors in good
condition?

n
n Do all the windows and doors open?
n Is there enough storage space?
n Is there space for your fridge,
Is the kitchen in good condition?

dishwasher, washing machine and
dryer?

O UT SI DE THE
PRO PERTY

n Is there off-street parking?
n Is the building structurally sound?
n Are there signs of damp around the
house (eg bubbling paint, a musty
smell)?

n Check the condition of paintwork,
windows, fences, gardens, roof and
guttering

n Is it possible to extend the property
in the future?

n How much northerly sunlight does
it get?

n Is it noisy? Traffic, trains, planes

✓Checklist for

IT’S MY HOME

IT’S MY HOME

MOVING
H USE

SURVIVAL PACKS for

MOVING HOUSE REQUIRES

PLENTY OF PLANNING. THIS
CHECKLIST WILL ASSIST YOU
WITH A STRESS-FREE MOVE

6

WEEK S
TO GO

n Set a moving date and book the

4
n

removalists (or friends and family
to assist you)

n Start collecting boxes or have them
move if necessary

n

If hiring a van or removal company,
think about parking outside your

Have a clean out of anything you

		

drivers licence and car

don’t want to take with you

		

registration

3
n

W E E KS
TO G O

n

Organise insurance cover notes for

mail redirection service)

n

Keep a list of incoming mail in the
lead up to the move for change of

n Advise your change of address to:
n Banks
n Insurance providers

address notices later

		

n Collect any change of address
forms that come with any of your
subscriptions

n

Start keeping a folder with all
moving documentation (checklist,
quotes, phone numbers etc)

n

Check all of your larger appliances
will fit into your new home

		

(building, contents, car, life)

n Private health fund
n Telephone and internet service
		

local council

2

W E E KS
TO G O

n

providers

electricity, water, gas, telephone,

n TV, magazine and other
		

subscriptions

n
n Friends, family and colleagues
n Doctor/dentist

Transfer or set up utilities –
internet and pay TV

n Gas cylinders should be empty

Your employer

and valves left open

n

Pack up all items you won’t be
using before the move

Ensure you have a set of bedding,

on moving day to make the transition

towels, pj’s and if you have children,

into your new home a little more

make sure you have their favourite

comfortable.

toy to help them settle into their

Survival pack – include cleaning

new bedroom on the first night.

products, kettle, tea, coffee, cutlery,

A handyman kit with essentials like

milk, bread, takeaway menus, phone

allen keys, screwdrivers, hammer,

chargers, essential toiletries, toilet

nails, wall hooks, lightbulbs

paper and medications. Don’t forget

scissors, etc will help avoid having

your pets – make sure you have some

to rummage through boxes when

food, water bowls, beds and leads.

trying to construct your bed.

Bring essentials for the following

Don’t forget a bottle of wine and

day – clothes and school uniforms.

glasses to celebrate the move!

Label boxes clearly with room
be handled with care

n
n
n

Create a floor plan for removalists

and freezer

n Turn off the washing machine
n Finish all your packing and make

boxes)

with any instructions for the

Book a locksmith to change locks

removalists

Confirm removalist company

MOV IN G DAY
n

as lawn mowing

1WTOEGE KO
n

Stop buying food and try to eat

n
n

be used on your first night

n
n
n

Have instructions for the removalist
Continue to check the house for
(high shelves, under the bed, back

n

Check you have left nothing behind
Lock all the doors and windows

n

Check you have all the keys and
any instructions to your new home
(appliances etc)

n

Check any utilities are connected

n
n

Have your locks changed

and hot water is on
Assemble and make beds as
soon as possible

n

Notify moving company

of drawers)

immediately if anything is missing

Ensure gas and electricity meters

or damaged

have been read and the telephone,

n

Turn off the power, hot water and gas

AT YO U R
N E W HO M E

anything you might have missed

from the pantry, fridge and freezer

n Settle any outstanding bills
n Back up your computer
n Set aside bed linen and towels to

owners

moving documentation at hand

booklets for the new owners

n Cancel any regular services such

Leave behind garage door openers
and any spare keys for the new

Have your moving survival pack,
handyman kit and folder with

Collect appliance instruction

n

Defrost and empty the fridge

sure the boxes are clearly labelled

booking

n

n

DAY
TO G O

(so they know where to put the

at your new house on moving day

n

1

A good tip is to number your boxes
so you can check all have arrived

Office

		

Have these handy packs available

destination and those that need to

n Solicitor
n Superannuation fund
n E-tags, tolls and mechanic
n Vet, microchip registry and

Arrange to have your mail
redirected (Australia Post has a

n

n Australian Electoral Commission
n Centrelink
n School/TAFE/university
n Child care centre
n Accountant/Australian Taxation

collection for anything left over

old and new home
your new home

n Medicare
n Relevant state authority for

n Sell or donate any unwanted items
n Arrange a council rubbish

delivered so you can start packing

n Organise time off work for the

W E E KS
TO G O

Pictures: iStock by Getty Images.
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moving day

n

Keep cats indoors for about a

cable and internet disconnected

week to familiarise themselves

Leave appliance instruction books

with new surroundings

and a note for new owners with

Download a copy of the checklist at

your forwarding address

genworth.com.au/lmitoolkit
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Understanding your

VARIABLE INTEREST RATE
With a variable interest rate loan, the interest rate charged to you may go
up and down. This means that your regular repayment amount will also go

H ME L AN

10

products and features available to you,

Probably the most important decision is whether you

the right home loan can be quite

but with so many options to consider, which home loan

choose a variable interest rate loan or a fixed rate loan.

is the best one for you? To help you select a home loan

The decision to take a fixed or variable rate loan is really a

that is right for you, we have compiled a list of home loan

decision about managing your risk. Both types have pros

products and their key features. You should always seek

and cons and we can’t predict the direction of interest

financial advice to suit your own circumstances.

rate movements.

BENEFITS
n You are usually permitted to make additional repayments which can
save you interest and can help you pay off your home loan sooner
n Variable rate home loans typically have more flexibility with additional
features such as redraw and mortgage offset.

THINGS TO CONSIDER
n Your repayments may increase if interest rates rise
n Makes budgeting more difficult as you are less certain of how much your
repayments will be and how interest rates will move
n If you have not budgeted for interest rate rises, you may have
difficulty keeping up with your repayments.

11
FIXED INTEREST RATE
With a fixed interest rate loan, the interest rate charged to you is locked for
a set period of time, typically 1,2 3,4, 5 or 7 years. This means that your
regular repayment amount will not change during that period of time.
At the end of the fixed rate term, the loan will usually switch to the
standard variable rate offered by the lender or you can choose another
fixed rate term.

BENEFITS

SPLIT LOAN —
PART FIXED
PART VARIABLE
Another option available is to
split your home loan so you have

n Your repayments will not increase if interest rates rise

part with a fixed interest rate and

n Fixed rate loans provide certainty and make budgeting easier as you

part with a variable interest rate.

know exactly how much your repayments will be.

THINGS TO CONSIDER

There is typically no restriction
on how you split the loan, so you

n You will not benefit from falling interest rates

can allocate the proportions that

n You are fixed into a set term, so you may be unable to sell your property

you are most comfortable with eg.

or refinance until that term has expired
n Unlike exit fees that were abolished in 2011, lenders can still legally
Pictures: iStock by Getty Images.

W

overwhelming. There are many

THE INTEREST RATE –
FIXED VS VARIABLE

hen buying your first home, choosing

up and down as the interest rate changes.

THE DECISION
TO TAKE A FIXED
OR VARIABLE RATE
LOAN IS REALLY A
DECISION ABOUT
MITIGATING RISK

50/50 or 30/70 etc.
A split loan allows you to take

charge you a break fee if you payout or refinance a fixed rate loan during

advantage of the benefits of both

the fixed rate period

types of loans – you have the

n You may not be permitted to make any additional repayments, or they
may be capped to a certain amount

certainty of a fixed rate on part of
your loan as well as the flexibility

n A redraw facility is usually not available on fixed rate loans.

to make extra repayments on the

n When you refinance upon expiry of your fixed rate loan, interest may

variable rate part of your loan.

have significantly increased.

➤
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OFFSET ACCOUNT

INTEREST-ONLY
VS PRINCIPAL
AND INTEREST

A mortgage offset account is a bank account that is linked
to your home loan. No interest is paid on the savings in the
offset account. Instead the savings in your bank account

Generally, home loan repayments will consist of principal and

reduce the balance of your loan on which interest is

interest components, gradually reducing the amount owing

calculated.

on your loan. With interest-only loans, only the interest is
paid each month, leaving the original principal outstanding at

BENEFITS

the end of the loan term. This means that at the end of say

n Your home loan interest is charged only on the net
balance, reducing the amount of interest you will be

10 years, you will still owe what you started with.

charged which mean you can pay your loan off sooner.

PRINCIPAL AND INTEREST

THINGS TO CONSIDER

BENEFITS

n Higher monthly fees may apply to have this feature
n No credit interest is earned on the balance in the linked

n You will pay less interest over time and you will pay off

account

your loan in full by the end of your loan term.

n Additional repayments.

THINGS TO CONSIDER
n Your repayment amount will be higher as the principal
is being repaid as well as interest.

BENEFITS
n Your repayment amount will be lower during the interestonly period as no principal amount is being repaid.

THINGS TO CONSIDER
n At the end of the interest only period, your repayments

This feature offers the ability to take a break from
your mortgage repayments. Typically, you can
reduce or avoid making your repayments for up
to six months, during which time the interest is
normally added to your loan. Lenders will typically

Some loans offer the ability to make repayments above the

allow repayment holidays when you are changing

minimum repayment amount, so you can repay the loan

jobs or are on maternity leave.

faster and reduce the amount of interest you are charged.

INTEREST-ONLY

ADDITIONAL
REPAYMENTS

TALK TO YOUR LENDER,
BROKER OR FINANCIAL
ADVISOR TO ENSURE
THAT YOUR LOAN IS
STRUCTURED TO BEST
SUIT YOUR NEEDS

Some loans offer the ability to make repayments
above the minimum repayment amount, so you

will increase and be higher to repay the principal over the

can repay the loan faster and reduce the amount

remaining, shorter term.

of interest you are charged.

REDRAW
FACILITY

REPAYMENT FREQUENCY

This is an optional feature on certain

Refers to the regularity of loan repayments over a period

home loans that allows access to

of time which you must make as indicated in your loan

any additional repayments made
on your home loan. If you redraw
funds from your home loan, your
outstanding balance will increase.
Some lenders have a minimum
redraw amount and may also charge
a fee per redraw.

Pictures: iStock by Getty Images.
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REPAYMENT HOLIDAY

LOAN
PORTABILITY
This feature allows you to transfer your home loan
to another property if you move. This may save

agreement. Repayment frequencies are generally weekly,
fortnightly or monthly. It is good to have this flexibility to you
can align your repayments to your pay cycle.

TOP UP

you money on application fees and mortgage

Some lenders allow you to increase your loan down the track,

stamp duty down the track.

using the equity in your home, to complete home renovations,
make an investment etc. Fees and charges may apply.
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IT’S MY HOME

IT’S MY HOME

How LMI

THE REALITIES OF THE
AUSTRALIAN HOUSING
MARKET MEAN THAT
WITHOUT LMI MANY
FIRST HOME BUYERS
WOULD NOT BE ABLE
TO PURCHASE THEIR
OWN HOMES

CAN HELP YOU
PURCHASE YOUR
OWN HOME
SOONER

G

LMI is insurance that protects the

(20 per cent) deposit could potentially

equity in their own home to provide a

potential position of undue financial risk.

to save a deposit to speak to their lender

Chief Executive Officer &

lender – though the cost is borne by the

only have to save $36,000 (five per cent).

supporting mortgage and/or guarantee.

Covering the cost of LMI to the lender is

or broker about LMI and find out how

Managing Director and

borrower – in the event that you default

This means they can get into their home

At a time when house price growth

an affordable alternative and means that

it can help you get into your own home

at Genworth explains

sooner.

on your home loan, reducing the risk to

sooner, begin paying off their home loan

is slowing, this requires serious

if their children default on the mortgage,

one way of getting into your own home

the lender which has passed that risk on

and potentially start building equity.

consideration. And of course, not

the parents are not at risk of having to

sooner.

to the LMI provider. As the lender has

everyone’s parents are in the position to

repay the full remaining loan amount.

LMI premiums are based on a

reduced its risk, it is more willing to lend

combination of factors that influence

combined with cost of living pressures

the funds for a property to a borrower

the risk of a borrower defaulting on their

Another suggestion is to borrow

and the everyday stresses of life, mean

with a smaller deposit – sometimes as

loan, but the key drivers are the amount

the deposit shortfall as an unsecured

that it is as difficult as ever to save a

low as five per cent of the value of the

of the loan and the value of the security

personal loan or to obtain a cash

leading provider of LMI, has allowed

deposit to buy a home.

property.

(eg premiums are more expensive for

advance on a credit card. Whilst this

me to see firsthand the difference LMI

larger loans with smaller deposits). As

can be a short-term fix, most lenders will

can make to the lives of Australians, by

Insurance is not mortgage protection

an example, for a first home buyer who

not accept borrowed funds as a source

helping them get into homes sooner

insurance. LMI is explicitly designed

wishes to purchase a $720,000 property

of the deposit or if they do, you will be

in a safe way and reducing the stress

The availability to a lender of Lenders

to protect the lender and so help you

and has a $72,000 deposit, Genworth’s

required to list as a liability, potentially

associated with saving the traditional 20

Mortgage Insurance (LMI) may make it

secure your own home sooner while

LMI Premium Estimator returns an

decreasing the amount you can borrow

per cent deposit.

possible for you to buy a home without

Mortgage Protection Insurance covers

indicative LMI premium of $15,811 – a

anyway. Longer-term, the higher interest

having to save a 20 per cent deposit. It

your mortgage in the event of your

small proportion of the overall cost that

rates on credit cards and personal loans

borrowers might encounter financial

may also enable you, the borrower to

death, sickness, unemployment or

will help you enter the market months, or

can result in financial stress, when the

difficulty, so we established a hardship

borrow at a more competitive interest

disability. The LMI premium can usually

years, earlier than if you had to save that

repayments need to be paid on top of

program, which assists borrowers

rate that is comparable to a borrower

be added to your home loan.

additional $72,000.

your new home loan repayment.

struggling with their loan repayments.

Property prices in many locations,

SO W H AT IS LENDERS
M O RTG AG E INSURANCE?

who has a larger deposit. Simply put, the

Let’s be very clear – Lenders Mortgage

TH E NU MBERS

OTHER OPTIONS

benefit of LMI many first home buyers

means that a home buyer who is

brokers that there are better options than

would not be able to purchase their own

interested in a $720,000 property and

paying for the lender taking out LMI.

homes.

facing the prospect of saving a $144,000

Some parents may offer to use the

realities of the Australian housing market
mean that without the lender having the

Paying for the lender to take out LMI

It may be suggested by some lenders or

be able to assist in this manner.

Pictures: iStock by Getty Images.
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eorgette Nicholas,

If parents want to assist their children

HE R E TO HE L P

Being a part of Genworth, Australia’s

Genworth also understands that

Since 2013 we have helped 52,649

buy their first home, covering the cost

borrowers*, through this program, by

of their payment to their lender for its

supporting lenders to offer deferred and/

LMI premium, instead of guaranteeing

or reduced repayments, and even loan

the loan, is a way they can help their

term extensions.

children without putting themselves in a

I would encourage anyone struggling

For more information on LMI, please
visit genworth.com.au/lmitoolkit
*As at 31 December 2018

Genworth is the leading provider
of LMI in Australia. LMI has been
an important part of the Australian
residential mortgage lending
market since it was introduced by
the Australian Government in 1965
to help support home ownership.
Independent information on
Lenders Mortgage Insurance
can be found on the Insurance
Council of Australia’s website.
Download the LMI Fact Sheet at
understandinsurance.com.au/
types-of-insurance/lendersmortgage-insurance
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Helping you understand

LMI

R E FU ND S

LENDERS
MORTGAGE
INSURANCE

The Lenders Mortgage Insurance fee that your lender
charges you may be partially refundable if your loan is
terminated within the first two years.
Alternatively, your lender may not provide a refund
because it has arranged to receive a larger up-front

Achieving the dream of home ownership is one of the most exciting times in your life. However,
it also comes with a big challenge – the time it takes to save a substantial deposit that lenders
often require (typically 20% of the home’s purchase price).

discount on its Lenders Mortgage Insurance premium

If you do not have a substantial deposit saved, your lender may be prepared to provide you a
home loan with a smaller deposit (as little as 5%), by taking out Lenders Mortgage Insurance.

lender or increase your loan amount, you may be required

(instead of the right to a refund). In this case the full
amount of this discount is passed on to you. This means
that if you were to refinance your home loan with another
to pay a Lenders Mortgage Insurance fee again.
You should check with your lender to find out if they
have a refund policy and if it applies to you.

WH AT IS L ENDERS MORTG AG E
IN SU RA N CE?

D I FFI C U LT Y M A KI NG R E PAY M E NT S?

Lenders Mortgage Insurance is an insurance policy that

concerned about your ability to make your loan

your lender takes out to protect itself against the risk that

repayments on time, it is important that you let your

you (the borrower) default on your loan repayments and

lender know as soon as possible, as you may be able

your lender is unable to recover the full outstanding loan

to arrange a payment variation.

If you are experiencing financial difficulties and are

amount.

W HAT HA PPE NS I F YO U D E FAU LT A ND
O U R PR O PE RT Y I S SO L D ?

L E N D E RS M ORTG AG E INSURANCE
P ROT E CT S YOUR LENDER, NOT YOU
T H E B O RR OWER

If you default on your loan, your property might need

to be sold. If the money received from the sale of your

It is important to note that Lenders Mortgage Insurance

property is not enough to repay your outstanding loan,

does not protect you (the borrower) or any guarantor.

your lender can make a Lenders Mortgage Insurance

It should not be confused with Mortgage Protection

claim and we (the insurer) will pay your lender the shortfall.

protects you (the borrower) if you are unable to make
repayments on your loan.

H O W D O E S LENDERS MORTG AG E
IN SU RA N CE H ELP YOU, TH E
B O RRO WER?

Lenders Mortgage Insurance enables you (the borrower)

LEND ERS MORTGAGE IN S U RANCE IS
A ON E-OFF COST

WHAT ARE
THE BENEFITS
OF USING LMI

continue to be responsible for the outstanding shortfall
debt. Typically, this debt is passed on to us (the

Jenny and Tom have found a home they want

Lenders Mortgage Insurance is arranged by your lender

insurer) by your lender and we may seek to recover the

to buy for $500,000. Typically, they would need

and the premium is a one-off cost your lender pays to us

outstanding shortfall debt directly from you (the borrower)

a 20% deposit ($100,000) to secure a loan from

(the insurer) upon settlement of your property purchase.

and any guarantors.

their lender. By taking out Lenders Mortgage Insurance,

This cost is passed on to you (the borrower) by your

their lender is prepared to provide a loan up to 95% of the

lender, as a fee.

value of the home.

to obtain a home loan that might not otherwise be

Your lender will tell you how much it will cost after

available, by reducing the deposit you are required

you apply for your loan. The cost will depend on various

to provide. This means you will be able to:

factors including the size of your deposit and the type of
loan you take out. Our LMI premium estimator is an online

n buy a home sooner and stop paying rent; or

calculator that can provide you with an estimate of the

n buy a more expensive property with the deposit that

LMI fee payable by you to the lender to take out LMI.

you have.

Once a claim has been paid, you (the borrower)

You may be able to add the cost of this LMI fee to your
loan amount, which means you will pay interest on it over

It may also enable you to borrow at an interest rate that is

the term of your loan. Otherwise you will need to pay it up

comparable to a borrower with a substantial deposit.

front, before your lender provides your home loan.

Pictures: Mike Watt – Australian artist and illustrator

Insurance which is a separate insurance policy that

Case study

This means that Jenny and Tom can secure a home
loan sooner with a 5% deposit ($25,000) and stop paying
rent. Their lender passes on the Lenders Mortgage
Insurance premium cost to Jenny and Tom by way of
a fee.
The Lenders Mortgage Insurance protects the lender if
Jenny and Tom default on their loan repayments – it does
not protect Jenny and Tom.
For more information visit: genworth.com.au

Want more?
Visit the Genworth website to read, view
and download all editions of It’s My Home,
and to get your copy of the handy checklists
mentioned in this edition

genworth.com.au/itsmyhome

Proudly brought to you by Genworth
Helping Australians achieve the
dream of home ownership
genworth.com.au

