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Mortgages

How might rising interest
rates affect your mortgage?

The Bank of England
has raised interest rates
which means bigger
mortgage bills for some
homeowners.

At the start of February 2022, the
Bank of England raised interest rates
for the second time in three months
from 0.25% to 0.50% to combat
soaring inflation. This move will have
a knock-on effect as mortgage lenders
raise interest rates in response, which
will increase monthly payments for
some borrowers.

What does a rise in interest
rates mean for your mortgage?

Anyone without a fixed-rate
mortgage is likely to see their
borrowing costs rise, although
how they are affected will depend
on the type of product they have.
Your adviser can help you assess
your mortgage deal and figure out
ways to make some much needed
savings.

* Only borrowers with a mortgage
that moves up or down with the
base rate will be affected by the
interest rate change.

* This includes tracker mortgages
and standard variable rate
mortgages (which you revert to
when a mortgage deal ends).

Fixed-rate mortgages

Most mortgage holders are on fixed-rate deals so won’t see any change in their
monthly payments. This is because the interest rate you pay stays the same for the
length of the mortgage deal.

Standard variable rate mortgages

You will usually be moved on to a standard variable rate when your existing tracker
or fixed rate mortgage deal ends. For example, if you take out a two-year fixed deal
and you don’t remortgage, you will be moved to the lender’s standard variable rate.
The rate is likely to be considerably higher than what you were paying before, so your
monthly payments will increase, and lenders can raise the standard variable rate
whenever they want.

Tracker mortgages

Homeowners with a tracker mortgage will find that their interest rate payments will
now go up, but when this happens will depend on their lender. Tracker mortgages are
a type of variable rate mortgage that follow the Bank of England’s interest rate. So,
when official interest rates go up, the rate on your tracker will rise as well.

As a rule, they do not exactly match the base rate, but are set a level just above it.
For example, if the lender’s rate is the base rate +1%, the interest you’d pay in total on
your loan would be 1.5%.

Whatever type of mortgage you have, we can advise you about how the interest rate
rise might affect you and address any questions or concerns you have.

How to save on your mortgage costs

The best thing you can do is to speak to your financial adviser. For example, if you’re
on a tracker mortgage, they will be able to advise whether changing to a fixed-term
deal to protect yourself from any further rises is a good idea. They will also let you
know about the fees involved when making changes to your mortgage. If you are on a
standard variable rate you can switch at any time, so with interest rates rising, your
adviser can help you look at available fixed-rate deals.

Homeowners on fixed deals don’t have to worry about their mortgage going up until
their current term ends. Most lenders will let you lock into a new deal six months
before the current one ends so it’s a good idea to plan.

Whether you’re looking to remortgage or are a first-time buyer, we can help you find
the most suitable deal for your circumstances and help keep your costs down.

YOUR HOME MAY BE REPOSSESSED IF YOU DO NOT KEEP UP REPAYMENTS
ON A MORTGAGE OR ANY OTHER DEBT SECURED ON IT
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Stamp duty
and land tax

What you need to know

Following the lowering of
the stamp duty threshold
to £250,000 in July, the rate
will drop further in October
for buyers in England and
Northern Ireland.

Stamp duty land tax applies to
increasing portions of a property’s price,
starting at £40,000. There are different
rates depending on how much you are
paying for the property, whether you’re
a first-time buyer, where you live, and
where the property is located within the
UK. It’s good to be aware of how much
— if any — stamp duty you will pay,
whether you’re a first-time buyer,
second homeowner, buy-to-let owner
or in another situation.

Stamp duty bands from
1 October 2021

In England and Northern Ireland, as

of 1 October 2021, you will pay stamp
duty on a residential property’s sale
price over the first £125,000 (from 1 July
2021 up until 30 September, it was the
first £250,000).

Property purchase Stamp duty
price range to be paid
Up to £125,000 0%
£125,001 - £250,000 2%
£250,001 - £925,000 5%

£925,001 - £1.5 million 10%

Over £1.5 million 12%

For example, if you buy a house for
£295,000, the stamp duty will apply
as follows:

* 0% on the first £125,000. You pay: £0

* 2% on the next £125,000. You pay: £2,500
* 5% on the final £45,000. You pay: £2,250
* Your total stamp duty: £4,750.

Mortgages

First-time buyers

If you’re a first-time buyer in England
or Northern Ireland, it means you are
about to buy your first main residential
home and have never owned a freehold
or leasehold on a property before (in or
out of the UK):

* You will pay no stamp duty on the first
£300,000 of your new home.

» Then, you will pay 5% on anything
from £300,001 to £500,000.

« If your property price is above
£500,000, the stamp duty from
the rates paid by non-first-time
buyers applies.

Second homes and buy-to-let
properties

For those who are in the market for a
second property, whether it’s a buy-to-
let or a second home, they will pay an
additional 3% in stamp duty on top of
those existing rate levels.

When is stamp duty not
required?

There are some situations when you
may not need to consider stamp duty.
For example:

* When no money or form of payment
is exchanged for a land or property
transfer.

« If a property is left to you in a will.

* The property is transferred after
a divorce or dissolution of a civil
partnership.

« If the property you are buying is
freehold costing less than £40,000.

These are a few examples in England
and Northern Ireland. Scotland and
Wales may have additional exemptions,
so it’s worth speaking to an adviser in
those areas if you are buying a property.

Land and buildings transaction
tax Scotland

Buyers in Scotland will pay a land and
buildings transaction tax (LBTT) when
buying a property, in place of stamp duty.

The Scottish system came into place
in 2015, and is set up in a similar tiered
tax rate level to that in England:

Whether you are a first-time buyer, moving home or looking for a second home
or buy-to-let, our advisers are here to help you through your journey.

Property purchase LBTT to
price range be paid
Up to £145,000 0%
£145,001 - £250,000 2%
£250,001 - £325,000 5%
£325,001 - £750,000 10%
Over £750,001 12%

If you are a first-time buyer in Scotland,
you are exempt from LBTT for the first
£175,000 of your property’s sale price:

Property purchase LBTT to
price range be paid
Up to £175,000 0%
£175,001 - £250,000 2%
£250,001 - £325,000 5%
£325,001 - £750,000 10%
Over £750,001 12%

For those in Scotland buying a second
home or buy to let property, the
additional rate of tax they will pay is
4% on top of the standard rates above.

When is stamp duty not Land
transaction tax in Wales

In Wales, the land transaction tax (LTT)
took over from stamp duty in 2018.

This means if you are in Wales and
buying your main residential home (and
do not own any other property) the LTT
only comes into effect after the first
£180,000 of the property’s sale price.

However, a big difference in Wales
compared to the rest of the UK is that
there are no exemptions for first-time
buyers, so the tiered system applies to all

types of buyers (whether first-time or not).

For those in Wales buying a second
home or buy to let property, the
additional rate of tax they will pay is
4% on top of the standard rates below.

Property purchase LTT to
price range be paid
Up to £180,000 0%
£180,001 - £250,000 2%
£250,001 - £400,000 5%
£400,001 - £750,000 10%

£750,001 - £1.5 million 12%

Over £1.5 millionv

YOUR HOME MAY BE REPOSSESSED IF YOU DO NOT KEEP UP REPAYMENTS ON YOUR MORTGAGE
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Mortgages

Specialist mortgages
and your holiday let

If you’re in the market for a holiday let
and need a specialist mortgage,
what should you be aware of?

When might you need a specialist mortgage? The clue is in the
name - if your situation is different from the normal criteria of
a traditional mortgage, then a specialist product could be the
answer. This especially applies to people in the market for a
holiday let.

When do you need a specialist mortgage?

A specialist mortgage could apply if you’re buying a high value
home or already have a home and want a second charge
mortgage in order to carry out renovations. They could also suit
those who are self-employed, looking for a holiday or buy-to-let
(BTL) property or people who do not meet the standard criteria
for a mortgage. Whatever the reason, seek financial advice from
an expert in the specialist mortgage field to find the best deal
for your situation.

Holiday lets

When it comes to a mortgage for a property you intend to use as
a holiday let, your regular income is considered in terms of the
loan value, regardless of the amount you estimate might come
in from the eventual rental. This is to ensure you can afford the
mortgage payments during times when rents ar not coming in, or
when you are using the property. Although staying there yourself
is one of the advantages of a holiday let, you can’t live there on a
permanent basis as it would affect the terms of the mortgage.

Some specialist mortgage products for holiday lets offer a
maximum loan-to-value (LTV) of a certain amount for the
mortgage. So, if your holiday let costs £200,000, and the LTV
from the specialist product is 70%, then you will be able to get
a loan of £140,000 from your lender and your deposit would
need to be £60,000.

Lenders have their own criteria, which could include the following:

» Applicants need to be over the age of 21 and in stable
employment.

* Your main income should not come from another rental or
investment.

» Borrowers will need to prove their income exceeds a certain
amount annually.

* A minimum deposit (usually around 25% of the property value).

» Rental projection from a holiday letting agent may be
required, covering off-peak seasonal periods and high-
demand times of year.

» The rental property itself must meet certain criteria
(for example, being located within the UK and functioning
as a single-family dwelling). : s

YOUR PROPERTY MAY BE REPOSSESSED IF YOU DO NOT KEEP UP REPAYMENTS ON A MORTGAGE

Holiday let vs buy-to-let

You might think that there is little difference between

a holiday let mortgage and a buy-to-let mortgage (BTL),

but there are a few. A BTL mortgage will contain different
conditions and requirements, such as the need for an assured
shorthold tenancy being in place (AST).

Using a BTL property as a holiday letting — without informing
your lender - is a breach of the agreement and could
undermine your mortgage contract and credit rating. The
main difference between the two types of mortgages is how
the loan size is calculated, and the estimates of rent the
properties will receive. A holiday let will tend to bring in less
rental income due to its seasonal nature.

Furnished holiday lets come with tax advantages that BTL
properties do not1 They are treated as a business, which
means you can claim capital gains tax relief on any profits.
Owners can also claim capital allowances to cover the cost of
furnishings and furniture, and equipment such as refrigerators
and washing machines.

There are more allowable expenses for a holiday let,
compared to a BTL, including:

letting agents’ fees

accountants’ fees and certain legal fees

mortgage interest

building and contents insurance

maintenance and repairs to the property

utility bills, council tax, ground rents and
service charges.
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Speak to a.f-inanﬂalmjég?_to work out what’s best for your
situation if you are looking for a specialist mortgage.

Some specialist mortgages are not regulated by the Financial
Conduct Authority.
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