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FIRST HOME LOAN DEPOSIT SCHEME

D

oes the First Home Loan
Deposit Scheme (FHLDS)
give me money for the deposit?
Simple answer: NO.
What it does is eliminate
the need for you to pay the Lenders Mortgage Insurance (LMI)
once-off premium, IF:you have
saved the full 5% of the price of
the house you wish to buy.
 If you are eligible to apply,
being first home buyers who
have never owned real estate
property in Australia either on
your own or with someone
else.
You are buying under the
ceiling price.
Well, what does it do?
Let’s say you wish to buy
a house with a purchase price of
$600,000. You need to save 5%
or $30,000.
Now in theory you can
borrow the remaining 95% from
a bank. This would mean borrowing $570,000.
BUT the bank says that, in
Australia, it is a requirement that
you, the borrower, pay the bank
what is called the LMI once-off
TM

premium if borrowing more than
80% of the purchase price. This
is usually added to your loan. It
may work out at roughly 2.5% of
what you are borrowing.
So, your financial position
would be:
Buying at $600,000.
Borrow 95% of the purchase
price, $570,000.
Minus the 2.5% LMI once off
premium of roughly $14,250.
May be more or less.
This now leaves you with funds
to be used on the purchase of
$555,750.
You now have $585,750 to

spend on your purchase, including your savings of $30,000.
You will then need extra savings
of $14,250.
FHLDS
First Home Loan Deposit
Scheme now comes in to help
you, IF you are one of the lucky
10,000 to get into the scheme.
The Federal Government,
if you are eligible, says “we’ll
ensure that the bank waives the
LMI once-off premium to you.”
This is only for the 2020 – 2021
financial year.
How lucky can you get!
LUCKY is the word.
There are 110,000 first home
buyers applying for loans in
Australia each year. Of that only
10,000 will be approved for the
grant. It is a gigantic lottery.
ALSO the Government
has approved only 27 lenders to
be eligible to work with the
Scheme.
DO NOT rely on the grant
to get into your first home. If
you get it then that is sensational.
Be prepared to save your
5% plus the extra to cover the
LMI once off premium.
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ARE YOU ELIGIBLE FOR THE FHLDS?

H

ere are the questions you need to ask yourself and your partner:
Single? The only name on the sales contract and the transfer of title to the property, must
be you.
Couples? You and your par tner must
never have held property in your name in Australia. Again the intended purchase must be in your
names only, and on the transfer of title.
Whether Couple or single applicant your
name must not be on any of the below:
 Freehold interest in real property in Australia
 Interest in a lease of land in Australia with a
term of 50 years(or more), or
 Company title interest in land in Australia.
Citizenship Test? This scheme is only
open to Australia citizens at the time you enter
into a home loan with your participating lender.
Income test?
Singles: Your taxable income for the 20192020 financial year must not be more than
$125,000.
Couples: Your combined taxable income
for the 2019-2020 financial year must not be
more than $200,000.
Minimum age? 18 year s of age at the
time of entering into a home loan.
Deposit requirement? Your need at least
5% of the purchase price of the property. If you
have 20% or more saved, then your home loan
will not be covered by the Scheme.
Owner occupier requirement?
Investment properties are not supported by
the Scheme. You need to:
 Move into the property within 6 months from
date of settlement, or occupancy certificate is
issued, and
 Continue to live in that property for as long as
your home loan has a guarantee under the
Scheme.
 If you don’t live in your property – including
where you move out of the property at a later
time – your home loan will cease to be guaranteed by the Scheme. In these circumstance s

there may be terms and conditions of your
home loan that require you to take certain actions. You may need to pay fees and charg es
and/or take out insurance that would not otherwise apply if your home loan were participating under the Scheme.
Is there a property price threshold?
YES with these thresholds being different
for Capital cities and their regional areas. The
Government has linked in NSW Newcastle, Lake
Macquarie, Illawarra (Wollongong) as part of
capital cities because of their populations. Victoria puts Geelong into city classification and
Queensland sees Gold Coast and Sunshine Coast
also recognizing that dwellings in regional areas
can be more expensive to buy in.
Information available from: Australian
Government: National Housing Finance and Investment Corporation website
Are all home loans eligible for the FHLDS?
There are guideloans by the Federal Government as to eligibility of the loan:
 Eligible first home buyers.
 Eligible property is to be occupied by you as
the owner.
 Be secured by a registered first mortgage over
the eligible property.
 Have no other registered owners at the time of
settlement other than the eligible borrower/s
 Have 100% of the loan draw down used for
the purchase (or towards the purchase and improvement) or construction of the eligible
property.
 Have a loan amount not less than 80% or more
than 95% of the relevant value of the property.
 Repayments must be Principal and interest except when construction is taking place.
 There is to be no change in loan terms, e.g.,
increased limit.
 The loan may be both fixed and variable.
 Constructing your first home – the home loan
must finance both the purchase of the land and
construction of a dwelling.
Further enquiries can be made at
FHLDS@nhfic.gov.au

REAL ESTATE PRICES FALL
Properties for sale
oreLogic says the downward pressure on property values has been mild, resulting in only
slight falls in real estate prices despite the pandemic. In June 2020, prices fell in all Australian Capital
cities:
 Sydney fell by 0.8%
 Hobart fell by 14 %
 Brisbane fell by 0.4%
 Adelaide fell by 0.2%
 Perth fell by 1.1%,
 Melbourne fell by 1.1%.
The banks acted swiftly during COVID-19
delaying mortgage repayments, when requested, for
those impacted by the virus. However, come October, if the economy does not snap back to almost
normal, CoreLogic expects increased sales next
year.
The real estate industry is seeing a shift in the
Sydney population. People are moving out of the
high-rises and moving to outer and, in some cases,
regional areas. I
n the Wyong Shire, at the moment, real estate
agents are experiencing an increase in enquiries for
both rental and buying markets from people living
in Sydney.
The interest in regional areas has been caused
by employers deciding that staff in some industries
can work from home. The daily long train and road
trips to the Sydney CBD may be reduced for many
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employees by one or two days per week.
Another factor has been the spread of
COVID-19 in Sydney. People wishing to get a better, safer environment for the family are looking to
the regional areas.
The rental market
Thinking of buying an investment property? You
would be wise to look at what impact COVID-19
has had on the rental market. Core Logic figures
below show the number of increases in vacancies.
Rental vacancies increased
 Sydney-Sutherland - 10.4%
 Sydney Inner West – 8.7%
 Sydney, North Sydney and Hornsby – 6.9%
 Sydney – Ryde – 2.6%
 Richmond – Tweed – 8.6%
 Newcastle – Lake Macquarie – 7.2%
 Hunter Valley excluding Newcastle– 2.7%
 Melbourne-Inner South - 10%
 Melbourne Inner East – 7.2%
 Melbourne north east – 1.0%
 Perth inner suburbs – 3.7%
 ACT – 4.0%
 Hobart – 3.1%
 Barossa – York – Mid North – 3.1%
 Brisbane inner city – 2.7%

We’re Still Here For You

W

hile
the
COVID-19
has changed the way many people work, we at Morgans
HomeLoans are still here for you.
Talking to our clients, new and old, is done
through the phone, both mobile and landline, and also the
computer and video link. Documents are scanned. Even
your signature on a loan application can be scanned and
sent to us.
However, it is still necessary to sight your identi-

fication, like a driver’s licence with your photo and address, and date of birth details.
For this it may mean a quick trip to the bank you
have chosen for your mortgage to verify your identification details.
Ring us at any time up to 8.30pm in the evening,
Monday to Saturday for routine calls.
However, if you are in the process of making offers on a property we are also available on a Sunday,
when many real estate deals take place.

Disclaimer

READERS should not rely on this newsletter without first obtaining advice from professionals in legal and accounting
fields suitable to individual circumstances.
Please note that Morgans Homeloans are not engaged in rendering legal or accounting services.
We always, as a matter of policy, advise clients to seek the advice of professionals before making property decisions. No
part of this publication covered by copyright may be reproduced in any form whatsoever without the written permission of
the publisher, Morgans Homeloan Solutions, 2 Row Street, Wyongah NSW 2259.
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PREPARE FOR THE
SECOND WAVE
COVID-19

T

hought we were pulling out of COVID-19
lockdowns? Well, Victoria has proved that
we are not out of the woods. Lockdown can come
at any time to anyone, and without a warning.
Even the Prime Minister, Scott Morrison,
appears to acknowledge that we are heading in that
direction.
He is extending the Job Keeper
Scheme.
Are you ready?
Is your house ready for lockdown? No going out for shopping, no chemist trips for medication, no hair dresser.
Remember that a lockdown can be from 5
days until testing is complete and a negative result
recorded. Or spread to 14 days until the COVID19 member of the family is cleared.
Then if other members of the family pick up
the virus – well, maybe you are looking at 6
weeks of needing to have supplies in the house to
cope.
Below is a list of possible supplies to try to
have in your house in case you go into lockdown.
The sticky part is trying to store all the paper and
food items
Water top of list
Michelle Cull of the
Qld Urban Utilities recommends that we all
keep 10 litres per person
in the household in storage. Electricity goes
out, water pumps go
out. Therefore we have
placed water at the very
top of our suggested
emergency stock list.
.
 Water 10 litres per person per household
 Pet food for dogs, cats, birds, reptiles You need
water for them as well.
 Medication – can they be made up in advance?
Also Ibuprofen and Paracetamol if needed. You
need water here. Most chemists will now deliver your medications to your home.

 Groceries – staples: Canned goods , spaghetti,
baked beans, fruit in juice, soups.
 Frozen products –meat, veggies, fish, chicken
 Bakery—biscuits that can be stored.
 Jams and spreads, vegemite, peanut butter,
honey.
 Cooking items—gravy, sauces, pasta, rice
 Paper products – toilet paper, paper hand towels, tissues
 Household Cleaning products – detergents, dish
washing tablets, washing machine powder,
drain cleaner, garbage/bin bags
 Health products – e.g., anti-bacterial hand
cleaner, hair shampoo, deodorants, talc powder,
tooth paste, tooth brushes.
 Baby products – nappies, rusks, clothing.
Cleaning items
 Torches—check you have sufficient torches in
the house. Buy batteries for these torches.
 Office supplies – chargers for electronic items,
webcam for ZOOM meetings with work, family and friends on the net.
Prepare now for lockdown and stop going
out every second day to the Supermarket. Think
about getting a Coles or Woolworths delivery to
the house. Once a week can make a big difference. Sort out your login details now and be
ready.
Delivery can be costly going from $6 to $15
per delivery depending on the day of the week and
the time of the day you want delivery. Investigate.
Is it worth it? Well yes it is if it keeps you
out of the Supermarkets. How many times when
you go to the Supermarket do you touch products
and put them back on to the shelf? Bingo, you
may have picked up an infection. Or you may
have just passed your unknown infection onto another person.
Golden rule when organizing your supplies,
if you open one, put one on the shopping list.
Most importantly—DO NOT PANIC BUY.
Work with your shopping list in a systematic manner gradually increasing your emergency stocks.
To use the old Scouts saying— Be Prepared.

