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ARE ALL HOMES INSURED?

WHAT IS ‘

LENDERES l
MORTGAGE

|NSU RANC E I DOES LMI PROTECT THE

No. As a general rule only loans greater than
80% LVR ('Loan to Value Ratio’) are mortgage
insured. A borrower with a 20% deposit (plus
costs) would not usually be required to pay the
bank’s LMI premium.

BORROWER?

No. LMI protects the bank in the event of
default, not the borrower. Borrowers are
advised to take out their own personal life
and income protection insurances as
profection against unforeseen circumstances.

Lender’s mortgage insurance is insurance that
protects the bank/lender in the event of buyer
default. The easiest way to explain it is to compare
it fo a person insuring their car. In the event of an
accident or theft the insurance company will pay
out the car owner to either fix the car or buy a new
car. LMl is similar in that it pays out the bank should
the borrower default on the mortgage and the bank
makes a loss on the sale. However, whereas the
car owner pays the car insurance and receives the
benefit, with LM it is the borrower that pays the
insurance and the bank that receives the benefit.

HOW MUCH DOES LMI COST

Please see the LMI case studies and
summary fable below.
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WHY WILL
SOME LENDERS
WAVE THE LM
PREMIUM?

Some lenders have reviewed their database
of loans and determined that the default
rate on home loans for certain professions
with given metrics is at or near 0%.
Because the risk of default form these
professions is so low, some lenders have
decided to consider waiving the LMI
premium in limited cases. Initially these
cases were for those in medical
professions, but recently this has been
expanded to include other professions
such as lawyers, accountants and
engineers.
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HOW CAN | HAVE MY LMI PREMIUM WAIVED?

The qualification criteria are split into two different categories, with a different policy applying
depending on the category in which you fall. Both categories require that at least one borrower is
an Australian citizen or permanent resident, that there is a minimum 10% deposit (plus costs)
available, and that other normal credit criteria are met.

The 2 categories are:

1. Medical Practitioners (Surgeons, Doctors, Optometrists, Dentists and Vets)
2. Industry Professionals (Lawyers, Accountants, Pharmacists, Mining, Geologists and Engineers)

If you fall within category 1, the only requirement is that you are a member of the AMA or relevant
professional body.

If you fall within category 2, you will be required to be a member of your industry body
(ie, accountants to be registered as a CPA, CA, CFA or FIAA) and have a minimum income of
$150k per year (though some exceptions do apply).
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CASE STUDIES
CASE STUDY 1: Sydney Purchase 90% LVR

‘Janice’ was a Vet living in Melbourne earning $120,000 per
year. She and her partner (an admin worker) had agreed to
purchase a property in Sydney at auction for $890,000. Janice
had more than 10% deposit but wanted 1o keep some aside for a
rainy day. The numbers looked like this:

Funds Required (5} Funds Available ($)
Purchase Price 890,000 | Loan (including mortgage insurance) §21,100
Stamp Duty 35,340
Mortgage Registration Fee 105
Transfer Fee 209
Mise (solicitors ete) 2,500
Lenders Mortgage Insurance 21,100
Total Funds Required to complete purchase 949,454 | Total funds available from home loan 821,100

With LMI of $21,000 payable, Janice would need $128,354
(plus costs) to complete. Sourcing a policy that allowed Janice to
waive the LMI, we saved her $21,700 in mortgage insurance with
no compromise on interest rate. This meant Janice only had to
use $107,354 of her own savings leaving more left over in her
rainy day fund.

TOTAL LMI SAVINGS: $21,100

CASE STUDY 2: Refinance to 90% LVR to release equity to fund
new purchase

One of the advantages of this policy is that it can be used for
refinancing too, in order to release equity to purchase another
property to either rent or in which to live. In this case study,
‘Kim’ was an accountant earning $165,000 per year. She was
looking to purchase one, possibly two, investment properties for
up to $650,000 each using only the equity in her existing home.
Her current home was valued at $670,000 and she owed
$470,000 on her ANZ mortgage. We could take this loan to
90% of value without paying lenders mortgage insurance,
meaning maximum loan against her existing property of
$603,000 (90% of $670,000). As Kim already owed of
$§470,000, this meant Kim had useable equity available of
$133,000 (§603,000 - $470,000) to fund deposit plus costs.
For the refinance, the LMl saved on the equity release was
$16,582 (the amount the LMI would have cost if Kim had not
applied for a waiver due to her profession). Further, the LMI
savings on each of the purchases was $16,087 per purchase.

TOTAL LMI SAVINGS: $48,757
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COMPARISON OF LMI PREMIUMS BY LENDER

This table shows a comparison between the Of course, it's possible to make large savings by
approximate LMI charges levied by four lenders on choosing a bank with lower LMI premiums. But if
a range of mortgage amounts where the loan is you qualify for a full waiver, the savings are even
made on 90% LVR. If you meet the criteria for an greater and can be made without compromise to
LMI waiver policy, and have a 10% deposit (plus the interest rate on the loan.

costs) toward the purchase price of your property,
these are the approximate saving you would make

Loan Amount CBA St George Homeside AMP
$400,000 $6,746 57,880 $6951 $6671
$600,000 813,306 $16,500 $13,313 $12,691
$800,000 $17,741 $22,000 $17,751 $16,921

£1,000,000 $22,177 $27,500 $22,189 $21,152
$1,500,000 $36,341 $45,802 $36,956 $35,362
$2,000,000 $50,318 £61,070 $52,036 $49,200

N J T —

If you do not meet the criteria for having the LMI
W H AT I F I D O W;/i?/zd,?hr;(:ergreees‘rilleocpr‘rlijrrwlj of)reni\gr;%u:e
N OT M E E T « If you can make a 15% deposit plus costs, then
C R I T E R I A TO we can still seek full LMI waiver for you
providing your application is otherwise strong;
HAVE LMI
A 35 « For applicants with excellent employment
W |V E D : history, and two years or longer with their
current employer, we can achieve discounts in
the region of 30% on prevailing rates

« You may consider using a guarantor to
guarantee the balance of the 20% deposit to
avoid paying the LMI. If you can meet option 1
or 3, then there would be no LMI payable. If
you meet option 2, then LMI would still be
payable but at a discounted rate.
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ARRANGING A FULLY VERIFIED HOME LOAN APPROVAL

As a professional seeking a waiver of LMI, or a preferable interest rate, it is a very good
idea to get a fully-verified home loan pre-approval before signing any contract. Let me
explain what this is, and why it's important

WHAT IS FINANCE PRE APPROVAL?

Pre-approval is simply a letter from a lender, which confirms you meet their criteria for a
home loan up to a certain limit. There are several benefits to obtaining this in advance:

« It gives you peace of mind about property affordability;

« There is no-obligation to take up the finance, but it's there if you need it;

o It speeds up the formal approval process down the track;

« Pre-approval gives you an edge when negotiating with real estate agents and vendors.

WHY MUST PROFESSIONALS BE CAREFUL WHEN
GETTING PRE-APPROVAL

Many lenders will grant finance pre-approval, subject to a full check of your application when
you sign the contract, to confirm it meets their policy guidelines. This is where you have to be
careful. Banks have different credit policies for professionals and will waive LMl in some
circumstance and not others.

WHATS THE SOLUTION

The solution is to ensure you obtain a “fully checked and verified finance pre-approval” before
signing any contracts to purchase. This means the lender does all necessary fact checking prior
to giving you pre-approval. This ensures you won't be left thinking you have approval when you
don't. Doing this ensures there will be no ugly surprises when you need to finalise your financing
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KEEPING YOUR FILE CLEAN

Every time you apply for a home loan, a record of the application goes on your credit file. Further, if
you apply and there is an LMl insurer involved the insurer will normally conduct a separate credit
check. This means there will be two enquiries for the one home loan application. This is important
because the more applications on your credit file the more likely it is that you will be declined. The
keys to pre-approval are:

« Have a clear finance strategy
« Check lenders’ lending criteria
« Approach the right lenders
« Qualifying for LMI waiver means only one credit enquiry on your file, and that helps your credit
rating remain clean
Because we work with so many professionals across all professions, we have a good understanding of
the criteria each lender imposes for LMI waiver policies - feel free to ask us for more information.

BEFORE YOU SIGN ANY CONTRACT

Before you sign any contract to purchase, we recommend you seek independent legal advice. A good
solicitor will examine the contract and give the “OK” before going ahead. It's also a good idea to have
your mortgage broker look over the contract. When we do this for our clients, here are some of the
things we look out for:

« The property you're purchasing meets the lender’s guidelines
« Full and complete names are entered on the contract
« The contract is subject to finance, and that the timeframe for approval is reasonable

Remember, it's much easier to fix a contract before you sign it than after.

As soon as you sign a contract, be sure to let your broker know so they can swing into action.
Because getting LMI waived is more complex than lending to standard borrowers, it's a good idea to
ensure you have as much time as possible.

OTHER IMPORTANT TIPS WHEN BUYING PROPERTY

KNOW WHAT YOUR BUYING

If you're not familiar with the Australian property market, it is essential to seek assistance from people
able to help and guide you. We are happy to put you in touch with reputable professionals if needed
(e.g. solicitors, accountants, buyer’s agents). Just ask us for a referral.

MAKE ALL CONTRACTS CONDITIONAL
Make all contracts subject to finance and a satisfactory building and pest inspection if possible. This
makes it easier to get out of the contract if things don't stack up properly.

INSURE ANY PROPERTY AS SOON AS THE CONTRACT GOES UNCONDITIONAL
Once a contract goes unconditional, it is generally your responsibility to insure the property.

TRANSFER OFF-SHORE FUNDS IN ADVANCE

If the funds required for seftlement on a property are located offshore, it's a good idea to transfer
them into an Australian bank account well in advance. Doing so means you'll avoid a last minute
scramble to complete the deal.
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WHY PROFESSIONALS PARTNER
WITH PROFESSIONAL HOME LOANS

We've helped thousands of clients avoid LMl and save huge
amounts of money. Here are the top five reasons why
professionals decide to use Professional Home Loans

1. We specialise in helping professionals get the funds they
need without paying LMI, to buy Australian property at a
great rate, with the minimum of fuss and paperwork;

2. We understand bank and lender policies as they apply to
you. This helps speed up the process of obtaining funds,
while protecting your credit file from unsuccessful finance
applications.

3. We are able to refer you to reputable professionals as
needed (e.g. solicitors, buyer’s agents, accountants).

4. We've worked with hundreds of satisfied clients. Read
what some of them have to say about our service and the
success they have had here.

5. Our service is free to you. Our job is to find the most
suitable loan for your situation, and we are paid a
commission by the lenders.

If you're ready to find out how you can benefit from LMI
waiver or just have a few questions, talk to one of our team
members today




IT'S EASIER
WITH A BROKER.

If there’s something you don't understand or need more
explanation, please email or call us today!

Scan to book a free chat:

® +61396869087

© 61386790576
9 hello@ufinancial.com.au

@g ufinancial.com.au

9 Level 4 / 580 St Kilda Road
Melbourne VIC 3004
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