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First Home Buyer Questions 

  
Want to buy a home but don't know where to start? Buying 
your first home seems so scary and complicated. But once 
you break it down piece by piece it isn't that hard. This article 
will guide you through the home buying process from start to 
finish in clear, easy to understand language. 

How big should my deposit be? 

Saving a deposit is really the first big step in the home-buying 
process, but how much do you need to save? The classic 
answer is 20% of the property's value. In home loan jargon 
this translates to 80% loan-to-value ratio (LVR). In other 
words, you save a 20% deposit and borrow 80% to buy a 
property. 

Property value  = $1 million 

20% deposit  = $200,000 

Borrowing  = $800,000 

The majority of Australian home loans are 80% LVR, meaning 
you need to save that big 20% deposit. However, it's still 
possible to get a loan with only 5% or 10% deposits.  
Low-deposit home loans have maximum LVRs of 90% or even 
95% and they are often targeted at first home buyers.  

Nevertheless, there is a catch. If you borrow more than 80% 
of a property's value (a 10% deposit, for example) you need 
to pay lenders mortgage insurance (LMI). This can add a lot 
more to your home loan costs. 

 
How do I find a property? 

To figure out what type of property you want to buy (and 
where), make a checklist of factors that matter most to you. 
Some of the key factors are: 

Budget. Use a borrowing power calculator to work out how 
much you can borrow. Start looking at suburbs that fit your 
budget.   

Family plans. If you have three kids you already know how 
many bedrooms you need. If you have none but are planning 
to do so, be sure to factor that in. 

Travel times.  This is a very important consideration. Living 
closer to work can be expensive if your office is in a busy CBD 
area. Is it worth saving money on a home further out but 
losing two hours or more to your commute every day? 

Lifestyle.  The kind of life you live (or want to live) heavily 
affects your property search. 

Schools. If you have kids or are planning to, being close to 
good schools is an important factor to consider. 

Property type. Apartments are a terrible idea for some 
buyers and a brilliant choice for others. It's the same with 
houses. Work out what you actually need and balance it 
against what you can afford.  

How much can I borrow? 

One of the biggest questions that first home buyers ask is 
exactly how much they can borrow. It makes sense, as this 
will dictate your buying power and influence the type of 
property you can buy. 

Lenders look at a number of factors to determine how big a 
home loan they believe you can service. You can get a good 
idea of how much you can borrow by using one of hundreds 
of home loan affordability calculators available on the 
internet. 

To better understand why you may have received a certain 
result from the calculator, read on to find out what lenders 
take into account when assessing your borrowing power. 

What is your income? 

One of the biggest factors determining your borrowing power 
is your income. But lenders don't treat all income equally. 
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If you're a PAYG employee, assessing your income is relatively 
straightforward. Lenders will usually want to see at least 
three months of payslips  

If you are Self-employed assessing your income becomes a bit 
more difficult and you'll likely be asked to provide 12-24 
months of accountant prepared financial statements   

Income from other sources can also be included, but once 
again, lenders may not accept the full amount of some 
income sources such as bonuses and commissions. 

If you own an investment property, lenders will also accept 
your rental income. However, many lenders will only accept 
up to 80% of your rental income to account for untenanted 
periods. 

How big is your deposit? 

The size of your deposit will be a huge factor in determining 
your borrowing capacity. You'll need at least a 5% deposit to 
qualify for a home loan, which means your deposit will need 
to equal 5% of the purchase price of the property you're 
buying. 

If you have less than a 20% deposit, you'll have to pay for 
lenders mortgage insurance (LMI). This is a policy that covers 
your lender in the event that you default on your home loan. 
LMI can run into the tens of thousands of dollars, and will 
factor into the size of your loan. A bigger LMI charge means a 
larger loan size, which can diminish your borrowing capacity. 

When you're saving your deposit, you'll also have to factor in 
some of the government and legal fees associated with home 
loans. You'll likely have to pay a variety of fees for soliciting 
and conveyancing, council rates, mortgage registration, title 
transfer and stamp duty. These charges will come out of your 
deposit and will affect your borrowing capacity. 

What are your assets? 

Lenders will also look at any assets you have including 
vehicles, other properties and even your superannuation. 

What are your expenses? 

Lenders will examine your expenses to determine your 
disposable income. Only then can they begin to get an idea of 
how much disposable income you have to devote to home 
loan repayments.  

How much debt do you carry? 

Lenders will examine the amount of existing debt that you 
have including personal loans, car loans, student HECS and 
HELP debts, store cards and credit cards. They'll look at your 
regular debt repayments to determine whether you're in a 
position to take on more debt in the form of a home loan. 

How big an interest rate can you handle? 

Finally, lenders will take into account potential interest rate 
rises in the future. While home loan rates might be low at the 

moment, lenders want to know that you'll still be able to 
make your repayments should rates rise in the future. 

Generally, lenders build in a significant interest rate buffer 
when determining your borrowing power. Most lenders will 
add a 2-3% interest rate buffer to the current interest rate. 
 
 

What information do I need for a home loan? 

Home loan applications require a variety of documents to 
demonstrate to your lender that all the information on your 
application is factual and correct. Getting these documents in 
order before you apply can shave days off the approval 
process: 
- Identification documents 
- Income documents (payslips for PAYG or financial  
 statements for self-employed) 
- Asset documents (bank statements etc) 
- Liability documents  
 (eg: Credit card and loan statements etc) 

Should I buy a house or a unit? 

Before you can begin your property search in earnest, you'll 
need to decide the type of property you're in the market for. 
You'll need to choose whether to focus on houses or units. 
The decision between the two will likely come down to a 
number of factors: 
- Affordability. The difference in price between  
 houses and units can be substantial. 
- Capital gain. Houses often outperform units  
 however, this varies between locations 
- Privacy. While you may sacrifice some privacy from  
 living in such close proximity to your neighbours,  
 units can offer added peace of mind in their security. 
- Maintenance costs. When you take on the  
 responsibility of a house, you take on full financial  
 responsibility for any repairs or maintenance. By  
 contrast, units spread this cost out amongst 
 all the owners.  
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Ultimately, deciding between a house or unit comes down to 
your own financial situation and your property goals. Weigh 
up some of the points above and decide which fits best with 
your own goals. 

What inspections & searches should I get done? 

Given the cost it's easy to understand why some people may 
avoid paying for inspections. However, a bit of extra expense 
now could keep you from heartbreak down the road. It's 
worth paying to have proper inspections carried out before 
you sign a contract and some of these will include: 
- Building inspection. Examines the condition of the  
 building and site of a house. The inspector will  
 identify any areas of damage or areas that could  
 become a problem in the future. 
- Pest inspection. A pest inspection entails visually  
 inspecting the building for any signs of termite  
 damage or activity and will also identify areas of high  
 risk, such as timber piles close to the property. It  
 may also recommend management strategies to  
 avoid future pest  infestations. 
- Strata inspection. Strata inspectors will examine the  
 physical condition of a unit, as well as the strata  
 agreement and attributes of the building. 
- Pre-settlement inspection. You carry this out  
 yourself in the days leading up to your settlement. 

 

 

 

 

What happens after my offer is accepted? 

If you've emerged victorious in your property hunt, it's a time 
for celebration. However it will usually be at least six weeks 
from the time your offer is accepted on a property to the 
time you actually move in. 

There's a lot to do in this six-week period. Once your offer is 
accepted, the process will move very quickly. You'll need to 
prepare yourself to make sure you have everything in order. 

Pay your deposit 

You'll need to pay your deposit immediately (if purchased at 
auction) or otherwise the agent in charge of the sale will let 
you know when you need to pay. 

You'll generally need to pay at least a 10% deposit. You'll 
need to speak to the vendor or agent to determine what 
form of payment is required - most vendors will require a 
bank cheque. 

Some vendors may also accept what's known as a deposit 
bond. This is a guarantee issued by your lender or a third 
party for 10% of the purchase price. This can be useful if you 
have funds tied up in term deposits. However, not all vendors 
accept deposit bonds. 

 

Sign your contracts 

You'll need to sign the contract of purchase straightaway. 
Until contracts have been signed and exchanged, the vendor 
is technically under no obligation to sell the property to you 
and can still accept offers from other buyers. 

The best time to sign contracts is when you pay your deposit. 
This guarantees that the vendor is obligated to sell you the 
property at the agreed price for the agreed terms. 

Find a solicitor or conveyancer 

It's crucial to enlist the aid of a solicitor or conveyancer to 
help you through the settlement process. A solicitor or 
conveyancer will help with the transfer of title and will 
thoroughly check the contract of sale. They will prepare all 
the documents needed for settlement, and will liaise with 
your lender's solicitor and the vendor's solicitor to ensure a 
smooth transaction. 

Solicitors are experts in property law. This means if your 
settlement runs into any issues or if there are problems with 
the contract of sale, a solicitor can identify and help you work  
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through these. If your property transaction is likely to be 
more complex, a solicitor may be your best option. 

Provide final documentation to your lender 

Your lender will still need some documentation before giving 
final approval to your home loan. For starters they'll need the 
contract of sale in order to perform a valuation on the 
property. This determines the final maximum amount the 
lender will lend you. If there's a discrepancy between your 
purchase price and the lender's valuation, you could be 
forced to cover the shortfall. 

Prepare to move 

You'll have a few weeks now to prepare for moving day. This 
is the time to set up the transfer of all your utilities and 
services, as well as mail redirection. 

Be ready for settlement 

While it's not necessary for you to actually attend settlement, 
you will need to be prepared for it. This means signing all the 
documents requested by your solicitor or conveyancer and 
having enough money in your account to cover settlement 
costs. 

Settlement costs usually include mortgage registration and 
title transfer fees, soliciting and conveyancing fees, council 
rates and fees and stamp duty. 

Before settlement, your solicitor will present you with the 
total cost of the transaction, minus the deposit you've 
already paid. You'll need to come up with the difference 
between this figure and your home loan amount, and you'll 
need this amount sitting in your account the day before 
settlement. 

Move in! 

After settlement, you'll receive the keys to your home. 
Usually you'll pick these up from the agent just after 
settlement. At this point, your home-buying journey is 
complete. Congratulations! You've purchased your first 
home. 

Accountplan's Mick Doyle is a finance broker with over 
30years experience in the finance industry and is here to take 
any enquiries you may have around buying your own home. 

Source:  Finder 

Downsizer contributions to super 

  
Since 1 July 2018, if you’re age 65 or over and sell your home, 
you can now contribute up to $300,000 into your super even 
if you’re currently restricted by other super rules. This is 
especially beneficial if you have retired and wish to downsize 
the family home and use the equity in your home to help 

fund your retirement. It can be a great opportunity and you 
don’t even need to buy another house with the proceeds of 
the sale. 

How does it work? 

You can use the money from the sale of your house to make a 
‘downsizer contribution’ to super of up to $300,000 for 
singles or $600,000 (combined) for a couple. This applies to 
anyone over 65 and you don’t need to meet the usual work 
est to make super contributions. 

 
What types of properties are included? 

The property must be located in Australia. It doesn’t need to 
be your current home – it can be your, or your partner’s, 
former home as long as you or your partner have owned it 
for more than 10 years and lived in it at some point. An 
investment property that neither of you have lived in is not 
eligible. Also, the property does not need to be owned by 
both members of a couple for both of you to make a 
contribution of up to $300,000 each to your super. 
 
Sale proceeds from a houseboat, caravan or mobile home 
cannot be used. 

Who is eligible? 

You are eligible to take advantage of this scheme if you are 
age 65 or over. Unlike non-concessional contributions, the 
good news is that you don’t need to be working and there are 
no upper age limits to making downsizer contributions. 

Also, the current total super balance test of $1.6 million and 
the $100,000 non-concessional contributions cap restrictions 
don’t apply which makes it a great option if you want to 
contribute more to super and are currently ineligible because 
of these restrictions. 

You can only make a downsizer contribution from the sale of 
one home and the contribution must be made within 90 days 
of receiving the proceeds of the sale. 
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Benefits 

One benefit of making a downsizer contribution and investing 
your money in super is the potential tax savings. That is, 
when you draw down on your super as an account-based 
pension you do not pay tax on investment earnings, on 
amounts up to $1.6 million. 

What do you need to do? 

If you are considering selling your home and making a 
downsizer contribution you should: 
* seek advice from a financial planner as there may be 
 lifestyle or financial considerations they can help you  
 work through 
* submit your super fund's ‘Downsizer contribution  
 into super’ form either before, or at the time of,  
 making your downsizer contribution 
* make your downsizer contribution within 90 days of  
 receiving the proceeds of the sale of your property,  
 which is usually at the date of settlement. 

Please note: if your family home is currently exempt from the 
Centrelink assets test and you sell it and put the proceeds 
into super — your age pension entitlement could be affected. 
 
If downsizing and contributing to super is something you’re 
interested in, please contact us to discuss your particular 
circumstances with our Senior Financial Planner Dion 
Richardson. 

Source: EWM 

Tax Office insurance data haul to 
capture ‘ordinary’ taxpayers 

  
The ATO’s pursuit of policy details from insurers is a “tried 
and tested way” of catching wealthy tax cheats, but its wide 
net could mean ordinary taxpayers get caught too, warns an 
accounting network. 

Last week, the ATO announced it would request to receive a 
further five years’ worth of policy information from over 30 
insurance companies about taxpayers who own marine 
vessels, thoroughbred horses, fine art, high-value motor 
vehicles and aircraft. 

The request will see the ATO’s lifestyle assets data-matching 
program extended up to 2019–20, with the agency already 
holding insurance policy information for the 2013–14 and 
2014–15 financial years. 

Marine vessels over the value of $100,000, motor vehicles 
worth over $65,000, thoroughbred horses worth over 
$65,000, fine art over $100,000 per item, and aircraft worth 
over $150,000 all fall within the ATO’s data-collection scope.  
 

While the program might appear to target high-net-worth 
Australians, the reality is that everyday taxpayers might get 
picked up as well. Although the ATO is flagging this as an 
exercise aimed at wealthy Australians, in reality quite a few 
ordinary Aussies are likely to get caught in the net too. For 
motor vehicles, for instance, the ATO is getting data on all 
cars insured with a value of $65,000 or more, which will bring 
in quite a few higher-end utes and four wheel drives. 

The insurance data grab is a proven success for the ATO. Itis a 
tried-and-tested way of catching tax cheats and this new haul 
of data will simply make it easier for the ATO to build a 
complete picture of your actual finances compared to the 
finances you report to the ATO. 

In addition, once the ATO knows you own a certain asset, 
they’ll be able to look out for the capital gain that you should 
declare when you sell that asset and the GST you might have 
incorrectly claimed when you bought the asset. In short, it’s a 
win-win for the ATO. 
 
If you have concerns about your own position, talk to a tax 
professional who will be able to help you to make a voluntary 
disclosure to the ATO. Coming clean with the ATO won’t 
make the tax debt go away but it could save you additional 
penalties of up to 95 per cent of the tax bill. 

Source: Accountants Daily & H+R Block 
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