The comprehensive
First Home Buyer Guide
to help you own the dream.




INTRODUCTION

Buying your first home can seem daunting
but it doesn’t have to be.

At Loan Market we specialise in helping first home
buyers find the right loan. We’re experts in how
you can use your KiwiSaver and the government
First Home Grant to buy your new home and know
exactly which lenders will support you.

We believe a mortgage is a relationship, not a
transaction and aim to personally help you manage
your finances for the life of the loan.



FINANCE

with your finances.

There are two main commitments
to consider:

1. How much can you contribute
as a deposit?

2. What can you realistically and
comfortably afford to repay on
an ongoing basis?

We’ll talk you through the many
different finance options and
work out which solution is best
for your situation.

It’s tempting to dive straight into looking at properties
and short listing suburbs but the best place to startis

You don’t always need a 20% deposit,
it could be enough to put down 10% or
even 5%. We even help arrange 100%
if you have a guarantor, such as your
parents.

Guarantor supported loans are not as
scary as they used to be. Many Banks
now offer very ‘user friendly’ terms,
talk to us to find out more.

As your local Adviser we know the ins
and outs of how to secure finance and
can guide you every step of the way.
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HOME LOANS

Deposits

KiwiSaver

At Loan Market we encourage first time buyers to consider
increasing their borrowing potential with their KiwiSaver.

The majority of lenders can only arrange a loan for up to
90%-95%, which means you must have a deposit of at least
5%-10%.

In most cases this deposit needs to be from genuine savings
(an account which has held money for the last three months
and has a record of regular deposits). This is where your
KiwiSaver can really help.

If you’ve had KiwiSaver for a minimum of three years and
paying at least the minimum required contributions from
your salary (currently 3%), you can withdraw funds for a
deposit on your first home. This money will predominantly
come from your contributions and your employers’.

The government kick start of $1,000 must remain in your
KiwiSaver account, however, tax credits paid into your
KiwiSaver are now also eligible.

To use your KiwiSaver towards a deposit you just need an
eligability statement from your provider that outlines the
details of how much you can withdraw.

First Home Grant

The First Home Grant provides eligible first home buyers
with a grant of up to $5,000.00 for individuals and up to
$10,000.00 for couples to put towards a deposit for an
existing house.

In addition, the new First Home Grant will also provide
eligible first home buyers with a grant of up to $10,000.00
for individuals and up to $20,000.00 for couples to help with
the costs of building or purchasing a brand new home.

The definition of a new home is as follows;
» Avacant residential section on which a new dwelling
will be built.

» A house and land package purchased off the plans.
» A new apartment built off the plans.

» A newly built property, defined as a dwelling of any type
that has received its building code of compliance
certificate less than six months before the date of the
buyer’s application.

» Relocatable homes that have received a Code
Compliance Certificate in the last 12 months can qualify
as new properties.

» Members of eligible Progressive Home Ownership
rent-to-buy schemes can access the grant amount for
new builds.

If buying off the plan (generally a Townhouse or Apartment),
if you are eligible, your First Home Grant can be available
and used toward the deposit you will need to pay to secure
the property.

Information on this page is current as at May 2022 and can be subject to change.



However, if buying an existing house the First Home Grant is
NOT available to be used as deposit on this property and the
funds will only be made available on settlement day and be

paid directly to your acting solicitor.

There is some specific criteria that has to be met to qualify for
the First Home Grant, as follows;

» Asanindividual, your annual income cannot exceed
$95,000 (before tax).

» If you are an individual buyer with dependents, your
annual income cannot exceed $150,000 (before tax).

» For two or more buyers, the combined annual income
cannot exceed $150,000 (before tax), regardless of the
number of dependents.

» Property value thresholds also apply and they vary from
region to region. The thresholds start at $400,000 in
regional NZ and go as high as $925,000 in Wellington and
Queenstown. These thresholds also vary depending
on if you’re buying a new or an existing build.

First home loan

The government sponsored First Home Loan is available
through approved banks* and provides up to 95% finance
to buy your first home.

To qualify you must meet all of the strict criteria, including:

» Full time employment in your current job for a minimum of
one year.

» As an individual, your annual income cannot exceed
$95,000 (before tax).

» If you are an individual buyer with dependents, your
annual income cannot exceed $150,000 (before tax).

» For two or more buyers, the combined annual income
cannot exceed $150,000 (before tax), regardless of the
number of dependents.

» No more than $15,000 or 10% of your income
(whichever is closer) in other debt, eg. car loan.

» Spotless bank account and credit report history.

The First Home Loan is for first time owner-occupied
properties only and you can’t own any other property
when you apply. The amount you can borrow varies
depending on where you want to buy. Property thresholds
start at $400,000. Talk to your adviser to find out the
current house price caps for new or existing builds in your
region.

* Kiwibank, Westpac SBS Bank and Co-op Bank.

Information on this page is current as at May 2022 and can be subject to change.



HOME LOANS

Mortgages

Principal and interest
» Most common type of loan.
» Both the interest and amount borrowed is repaid.
» Term can be up to 30 years.

P Payments can be made weekly, fortnightly or monthly.

TIP Try to pay as much as you can, over and above the
minimum amount, in the early years of your loan. It will save
you paying extra in interest and reduce the overall term of
your loan.

Interest only
P Only interest is repaid.

P Repayments are a lot less than a Principal and Interest loan

Not recommended for owner-occupied properties as
you’ll still owe the original amount of the loan at the end of
the term.

Line of credit

Mortgage is used like a bank account - all your income is
directly credited into the mortgage.

A credit card (up to 55 days interest free) is used for all your
expenses and then repaid at the end of each month with a
direct credit from your mortgage.

TIP This type of loan is worth exploring if you have surplus
monthly income and a good discipline for how you spend
your money.

Fixed interest

P Interest rate is fixed for a set period, from six months up to
five years.

» Repayments won'’t increase during the fixed term.

P If interest rates go down you won’t be able to take
advantage of a lower rate until your fixed term ends.

If you repay your loan in full, or pay off a large portion at
once you could be penalised with an early repayment fee.



Variable interest

P Interest rate goes up or down in line with the rise and fall

of official rates.

you’ll have the benefit of redrawing those extra payments if

you have an unforeseen emergency and need money on a

short term basis.

» Payments will increase or decrease depending on how

often official rates change.

It’s also important to consider all fees and costs associated
with the loan, not just the interest rate. Establishment,

TIP You can change to a fixed rate at any time with no cost.

As a general rule, it’s good if you can make extra payments
over and above the required monthly amount. This means

valuation, account keeping, portability, repayment holiday,
discharge and loan re-fixing fees can all add up.

Offset mortgages

Offset mortgages are popular in the
UK and Australia but they’re still
relatively unknown here - Kiwibank,
BNZ and Westpac are the only banks
to offer them.

How they work

An offset mortgage uses your savings
to help cut down the interest you pay
and the length of time your mortgage
runs for. Your savings and your credit
accounts are linked - and instead

of earning interest, your savings are
subtracted from your mortgage.

For example, if you have a mortgage of
$200,000 and $5,000 in savings, you’ll
only pay interest on $195,000 of your
mortgage. At an offset-mortgage rate
of 6.74 percent on a 30-year mortgage,
this could save $674 in the first 2 years
of your mortgage. This is more than
the $5,000 would earn in a savings
account over this period.

Kiwibank’s “Offset Mortgage”, BNZ’s
“Total Money Home Loan” and
Westpac’s “Choices Offset Mortgage”
allow you and your family to link
several accounts (up to 10 at BNZ and
Westpac, 8 at Kiwibank) so you can

pool your savings to cut down your
home loan debt. On the downside,
you may have to pay set-up fees plus a
loan establishment fee and a monthly
account keeping fee.

Good points

» Offset mortgages are flexible - so
your savings are available if you
need them. You can also make
lump-sum payments without
penalty, to help pay off
the mortgage.

» You can offset transaction (“call” or
“cheque”) accounts as well
as savings accounts against
your mortgage.

» The more you save, the less interest
you pay on your mortgage and the
faster you pay it off. If your savings
are equal to the balance of your
mortgage, you’ll pay no interest
atall.

» You'll be saving at a faster rate than
if you had a conventional mortgage

and a conventional savings account.

» Interest is calculated daily and so
every deposit into your savings
and transaction accounts works to
reduce your mortgage.

Not so good

» To make an offset mortgage
worthwhile, you need to be able to
save or maintain savings.

» You must be disciplined. If you make
deposits, your home-loan balance
decreases; if you make withdrawals,
itincreases.

» These products are only available
as floating-rate mortgages. Rates
are currently higher than fixed
rates, which can negate the benefit
but this can change. You need to be
comfortable with this uncertainty.




What you’ll need

This checklist shows everything
you’ll need for the home loan
approval process.

[ | Proof of income (three payslips,
letter of employment or
financial statements).

[ | Proof of deposit or your most
recent KiwiSaver statement.

[ | Bank statements from the last
three to six months, for all bank &
credit card accounts you have.

[ | Two types of formal
identification and a recent
utility bill.

[ | Information on assets you own.
[ | Details of any debts.

[ | Sale and Purchase Agreement
(if at that stage).
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Location and property

Once you know how much money you
can borrow it’s time to think about
where you’d like to buy and what kind
of property you can afford.

Shop around to narrow your search and
consider some of the basics, such as:

» Infrastructure - check out local
schools, shops, transport, medical
facilities, social and sports clubs.

» Property type - think about what
best suits your situation, a villa,
bungalow, townhouse or
something modern.

» Location - wide open spaces, beach,
backyards or inner city chic, what’s
your lifestyle?

Once you’ve found possible properties,
ask yourself questions like:

» Why is the property on the market
and how long has it been listed?

» What’s the government valuation
and is it still relevant to the current
value of the property?

» Is the sale price similar to other
comparable properties in the area?

» Has the property had any recent
alterations, are they legal and
does it need any further or
urgent repairs?

» What does the certificate of title
or L.I.M (Land Information
Memorandum) show? Are there
any restrictions or rights on the
property?




PURCHASE
PROCESS

For complete confidence throughout the purchase process
it's vital you have your finance formally approved in writing.
This is confirmation that your loan has been approved and is
legally binding once the contract is signed.

There are three main ways of buying:
Negotiation, Offer & Acceptance
» Most common option.

» Offer is made on a sale and
purchase agreement.

» Seller accepts your offer, or amends
your offer and sends it back for
you to agree. The negotiation
process can continue before an
agreement is reached.

Auction
» Open bidding process.

» There’s usually a reserve price which
if not reached means the house is
‘passed in’ (it doesn’t sell).

» Bids are unconditional, so do your

homework and only bid if you really
want the property and know you
can afford it.

» A deposit (usually 10%) is required on
the spot if yours is the winning bid.

Tender

» Similar to a blind auction although
offers are not required to be
unconditional.

» You place your best offer in writing
to the seller.

» Seller collects all offers by a set date
then chooses the best one.

» The property can still pass in if the
seller doesn’t receive an offer they
like, and a negotiation process
can start.

We recommend that any offer you make is subject to at
least a satisfactory Land Information Memorandum report,
or your solicitor’s approval of the contract.




Legal

It can be a costly mistake if you don’t
have a solicitor when buying a home.
Their advice and services are crucial
throughout the process, including:

Advising on ownership structures,
such as a family trust, joint tenant
purchase or tenants in common.

Checking the purchase documents to
make sure all is in order and letting
you know what conditions there
might be.

Accessing certificate of title searches
and arranging for a Land Information
Memorandum on the property.

Advising on the full terms and
conditions of the mortgage documents
and managing the settlement process.

Talk to us if you need a referral for
a solicitor to represent you.

Insurance

Once you’ve bought your new home
it’simportant to not only look after the
property, but also the person paying
the mortgage.

Insuring your property is compulsory.
Your bank or lender won’t advance
your loan if the property isn’t
adequately insured.

While property insurance is
compulsory, ensuring you have
suitable life and mortgage repayment
insurance is essential.

How will you meet your mortgage
payments if you are too sick, have

an accident that prevents you from
working for a period of time or worse,
if you or your partner dies?

This is an area of home buying that
many Kiwis ignore to their peril.

Our partner, Insurance Market
specialise in making sure you are
protected, ensuring your home will
always be safe for you and your family.




USING A
MORTGAGE ADVISER

Getting gquality advice and securing the right finance
deal takes time and effort, a process many find stressful
and time consuming.

At Loan Market we do most of With access to a panel of lenders that

the legwork for you, giving you you know and trust, we’ll negotiate

time to concentrate on finding the on your behalf to make sure you’re

perfect property. getting the right deal on your loan
structure.

As your local Adviser, we specialise in
matching your situation and needs with
the most appropriate finance package.
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MONTHLY REPAYMENTS GUIDE

This table below shows how different property prices and interest rates will impact your
home loan repayments. It's a handy tool that helps you narrow down the properties you
might be able to afford, and is a great tool when starting your property search.

Monthly repayments (principal and interest)*

1,294

1,478

1,663

1,848

2,033

2,218

2,403

2,587

2,772

2,957

3,142

3,327

3,511

3,696

1,338

1,529

1,720

1,911

2,102

2,293

2,485

2,676

2,867

3,058

3,249

3,440

3,631

3,822

2.50%

1,383

1,580

1,778

1,976

2,173

2,371

2,568

2,766

2,963

3,161

3,359

3,556

3,754

3,951

2.75%

1,429

1,633

1,837

2,041

2,245

2,449

2,654

2,858

3,062

3,266

3,470

3,674

3,878

4,082

3.00%

1,476

1,686

1,897

2,108

2,319

2,530

2,740

2,951

3,162

3,373

3,584

3,794

4,005

4,216

3.25%

1,523

1,741

1,958

2,176

2,394

2,611

2,829

3,046

3,264

3,482

3,699

3,917

4,134

4,352

3.50%

1,572

1,796

2,021

2,245

2,470

2,694

2,919

3,143

3,368

3,592

3,817

4,041

4,266

4,490

3.75%

1,621

1,852

2,084

2,316

2,547

2,779

3,010

3,242

3,473

3,705

3,936

4,168

4,400

4,631

4.00%

1,671

1,910

2,148

2,387

2,626

2,864

3,103

3,342

3,581

3,819

4,058

4,297

4,535

4,774

4.25%

1,722

1,968

2,214

2,460

2,706

2,952

3,198

3,444

3,690

3,936

4,181

4,427

4,673

4,919

4.50%

1,773

2,027

2,280

2,533

2,787

3,040

3,293

3,547

3,800

4,053

4,307

4,560

4,814

5,067

4.75%

1,826

2,087

2,347

2,608

2,869

3,130

SISO

3,652

3,912

4,173

4,434

4,695

4,956

5,216

5.00%

1,879

2,147

2,416

2,684

2,953

3,221

3,489

3,758

4,026

4,295

4,563

4,831

5,100

5,368

5.25%

1,933

2,209

2,485

2,761

3,037

3,33

3,589

3,865

4,142

4,418

4,694

4,970

5,246

5,522

5.50%

1,987

2,271

2,555

2,839

3,123

3,407

3,691

3,975

4,258

4,542

4,826

5,110

5,394

5,678

5.75%

2,043

2,334

2,626

2,918

3,210

3,501

3,793

4,085

4,377

4,669

4,960

5,252

5,544

5,836

6.00%

2,098

2,398

2,698

2,998

3,298

3,597

3,897

4,197

4,497

4,796

5,096

5,396

5,696

5,996

*Figures quoted are indicative only, individual loan contracts may vary. Based on a 30 year loan.
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