Case

Study

Ben David and
Jerry Craig are
two friends
looking to buy
their first property
together in
London. Their
combined income
is £47k; Ben has a
student loan in
the region of £8k
and is paying
£125 per month;
Jerry has no
outstanding loans
or credit card
bills. They have
£25k for a deposit
and fees, and are
looking at
properties in the
region of
£220,000. The pair
currently pay a
combined £1,200
in rent and bills
each month. They
would prefer an
interest-only deal,
at least initially,
with the view to
overpaying. What
are the best
mortgage deals
available?

“When first leoking at Ben and Jerry's
income details and the level of commitment
lh'l.":l' ruqu:irt' it apparent that the case dies
not it standard benders eriteria and income
|1'|||'|Iip|¢s,

Within the £25k deposit they have they
will need o set aside in the region of £4k for
begal costs, stamp duty and valuation fees.
This will leave an available deposit of £21k
and a total barrowing required of £1599k

As Ben has a student loan of £8k and does
not have the funds 1o clear this, the
commitment will need to be annuealised and
deducted from his income. Onee this has
been deducted it beaves their combined
mcome af $45.5k,

With a loan amount of £199k the incoome
||:||.|Jli|.1|:1. needed are 4.4 timies jaint income,
higher than any tandard mubiples, therefore
requiring the income o be caloulated on an

“It i net uncommaon for friends to decide
tix by together 0 enswre that they get that
all-important foot on the property ladder.
Using standard income multiples of 2.75
timies joint inoeme, the maximoam tat Ben
and Jerry would be able to bornow would be
£129.250 Because Ben also has a student
loan, some lenders would insist on
annualisang his monthly payment of £125a
evoaith and deducting this amount (£]1.5k)
from their overall income, leaving them
with & juint income of E45.5k

For the purpose of this case study 1 will
assume that Ben and Jerry will be using £5k
of the £25k that they have saved 1o cover
the cost of fees, efc, keaving them with &
deposit available of £20%. This means that
they would be looking for a %0 per cent LTV
af £200,000 (almost 4.4 times their joind
income). ATolM woubd need o source a
“Ben and Jerry are aiming hig;'h -rnmp:.ulil.'-u:'-
Iy speiking 1o their arned income; they will
noed iherefione 1o approach a lender who will
wse an affordability calcularor as a means 1o
abeciding what the maximmim lending will be
available, Standard Life, Intelligent Finance
andd First Mational are currently the main
players knovan at the time of research 1o use
aﬁ'urd.i'luﬁl:r cabulators. Possable additiomnal
altermatives b these lenders could be
considered if a further breakdown of the
incemies betwoen the pair were obtained in
view of Ben being (it is assumed) a
university graduate, However, for the
purpose of this case a joint income will only
e umed.

Ben and Jerry must choose un,'l"nll:.' when

affardaluiliy basas,

Halifiax amd Alsbey coubd consider this
kind of case bat it would be an excepiion 1o
standard criteria and assessed on a case-by-
case basis. Halifax and Abbey would need 1o
see that Ben and ferry have been
‘combortably” supporting their current
commitments for a period of time, and
wioiald require the last six month's bank
statements showing salbary credits,
commitments and rental payments. Abbey
warildd also require a fully detailed budget
planner, They would nesd to have a cean
credit history and fall-status doouments 1o
suppart the case,

Halsfax and Abbey would both allow them
1o prosceed on an interest-only basis and on a
miajority of their products overpayments are
allowed. Rates stam from 4.74 per cent
iracker,”

lender that would be prepared 1o assess the
case on an affordability basis, as L'.-prn,'nmj [TE}
using strict income multiples, Ben and Jerry
have also specified an interest in find ing &
lender that will allow them o make over-
payments and because of this we would
recomenend cither Invelligent Finance or
The Chne Acoount.

Both of the above lenders are favourable
becanse their underwriting departments
assews each mortgage application on & case-
y-case hasis. 5o the fact that Ben and ]n:rr:,-
want ko borrow more than standard income
multiples would allow them, showldn’t
necesaarily be a problem. Bath Ingelligent
Finance and The One Account offer flexible
morigages which enable borrowers 1o
awerpay if they so choose to, thersfore
assisting them to reduce their overall boan
amaount,

deciding which lender to approach first,
Standard Life and Intelligent Finance will
affer the miost mmprti!i.'l.':: rates, mmpnuhlt
1o high-street benders, however both will not
fivour the cliems if they have any recent or
historic credit problems. The thind lender,
First Matsonal willl albovw & senall amount of
credit problems although the rates offered by
this lender will not be comparable o either
of the aforementioned lenders,

Flexibility has been mentioned as being
an important Bctor; this will be avadable to
the clients if they dhoose a flexible savings
wehicle such as an [5A imto which they will
be able b alber the monthly amounts paid,
ideally this will have been started 1o mun
alongside the mortgage from inception.”



