SUMMER 2020-2021

TM

COOLING OFF PERIOD

O

k! What is a “cooling off”
period?

When purchasing a real estate
property in NSW, cooling off is that
time between when you sign the
contract for the purchase and when
the contracts are exchanged.
Fine but what is exchange?
When buying your property exchange is when you are finally
locked into the purchase of the
property. All deposit funds must be
paid at this time.
In NSW the standard cooling
off period in the contract is 5 working days.
However, when purchasing
with a home loan, it is really important that the buyer secures a 10
days cooling off period.
Why 10 days?
Well, this is a very busy time
in the purchasing process. From the
time of signing the sales slip your
financial institution (here called the
bank) then swings into action. As
soon as the bank gets the information on the property, the bank
orders a valuation. Very often this
valuation is done from the Valuer’s
desk, using the Contract of Sale as
the value.
However, when the loan is
TM

greater than 80% of the purchase
price, then the bank in most cases
will order a full valuation. This
means that the Valuer needs to gain
access to the property. If the property has tenants living there, then
the Valuer is at the mercy of the
tenants as to when the valuation can
be carried out.
During this 10 days cooling
off period, most buyers will order a
pest and building inspection report.
This can also take a little time.
Formal approval
If I don’t have the 10% deposit because part of it is in the loan
funds, what can I do?
If you’re using a Deposit
Bond for your 10% deposit on the
property, you will need the formal
approval from the bank. The bank
will provide this once the valuation
has taken place.
Now, can you see why 10
days cooling off is desirable?
What will happen to me if I
don’t get formal approval within the
cooling off period?
If you either fail to pay your
10% or agreed deposit by the end of
the cooling off period or pull out of
the purchase before that time, you
would then be liable to pay 10% of

the purchase price to the seller, regardless of whether you proceed
with the purchase or not. This is a
legal requirement in NSW in order
to protect the seller, not you the
buyer.
But the agent is insisting on
5 days cooling off period
This is why you pay a solicitor or conveyancer to represent you
when buying your property. It is
their job to get the 10 day cooling
off period. Just make sure you let
your Real Estate Agent know that
you will require 10 days cooling off.
Then the Agent can let the seller
know, and that way, when your legal representative speaks to the
sellers legal representative, he/she
will be forewarned.
Good luck and happy house
hunting. Remember to get your
finances sorted out first, and get
your preapproval. Give us a ring on
0408-667-426.
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COVID-19 AND RENTALS
City dwellers in Sydney are moving to
coastal areas. These areas are seeing near zero
rental vacancies.
This has been brought about due to COVID
-19 and people wanting to get out of the major
city areas.
Some buyers have sold the family home at
a well-earned profit, and put the surplus into a
desirable property in the surf suburbs.
Table below shows vacancy rates of houses
in coastal regions of NSW and Queensland issued
by Core Logic January 9th 2021.

Real Estate agents in coastal areas are seeing increased demand for properties. This has
also been moved along by the COVID-19 need to
work from home.
If hunting for a coastal property, or within
15 minutes to drive to beaches and/or lakes, check
with realestate.com.au regularly and follow the
properties. Look at sold as well as for sale because this is what the Valuer will look at when
working with your lender.
Also check if the property you want to buy
has tenants living there. Many investment properties are also coming on the market for sale.
It can happen that the tenant will not want
to leave your newly bought property until the end
of their tenancy. This can cause delays for you.
Check with the real estate agent and your conveyancer/solicitor before putting down the deposit.
We have recently been told by a friend who
is buying a property that the tenant will not move
out of the property until weeks beyond the proposed settlement date.
The other thing to look for is the NBN installation in the property and if that will meet your
demands if you are working from home.

GOT A BAD DEBT?

B

efore you contact us to get a home loan, check out
your credit rating. This report might surprise you.
If you want to get your Credit Report try contacting Equifax on 138332. Your report should be free.
If there is a history of late repayments on loans,
the bank you are applying to might reject the loan application based purely on your credit rating, or credit score.
Credit cards with over the limit balances will be frowned
on by the banks, Likewise late payments can cause a
problem.
Every time you make an application for finance,
anywhere in Australia, this is recorded on your Credit
file. There are times when even an enquiry is recorded.
The bank may want to know what the money was to be
used for. Also you will be asked why you did not proceed with the application.
All late payments are recorded in your credit file.
All defaults and judgements are recorded in your
credit file.

And yes, all of these problems are taken into account by the bank with which you are applying for a loan.
Very often this results in a flat no to the application, regardless of how much income you are making.
There are financial institutions set up specifically
to help people who have these problems.
The interest rate, depending on the degree of credit
problems, can be relatively close to the standard variable
rate offered by the standard banks. However, the rate will
definitely be higher, because you may be regarded as a bit
of a risk.
These financial institutions act quicker than the big
banks, and are very efficient. They do want to see a higher amount of equity in the property. So you couldn’t get a
loan for 95% of the value of the property. You would be
looking at more like a loan of 76% of the value of the
property.
If your credit report produces a few hiccups when
you get it, give us a ring to see if we can help with a loan.

NATIONALLY HOUSE PRICES AND UNITS
UP IN 2020

C

ore Logic reports what they
feel is a strong start to 2021, as
far as real estate property is concerned.
Nationally the value of houses rose 3.0% higher. This was due
to regional real estate sales rising
partly because of COVID-19. The
sale price of properties did drop momentarily but then came back up
again.
The capital cities did surprisingly well in 2020 with Darwin leading the drive upwards. In the table
are the increases in values for 2020.
The Adviser magazine noted
that Tim Lawless of CoreLogic reported that while the first half of
2020 was weak the year ended on a
very sound note. The volume of
sales was higher when compared the
previous year.
.

A REVERSE MORTGAGE!

W

hat on earth are you talking about?
Well, with a regular mortgage you make regular repayments off the loan, gradually lowering the
loan, or the principal of the loan.
When the principal of the loan goes down, so
too does the interest charged against the loan. Interest
is charged nightly and shows on your loan statement
once a month.
With a Reverse Mortgage loan, as the name
implies the loan operates in the reverse. You are given approval for a sum of money, depending on your
age and the value of your house. This loan is only for
those over 65 years of age and owning their own
home with no existing mortgage.
There are no loan repayments necessary. However, you may make repayments if you can afford to
do so. You are charged the interest rate agreed upon in
your loan document, and this is added to your loan
each month. Now let’s look at your Reverse loan.
Hypothetically your loan is $100,000 with an

interest rate of 3.60%. Remember that each month
interest is added to the loan. The next month your
interest would be charged on the original loan amount
plus the interest for the past month.
At the end of the first six months, without any
repayments, your loan balance might now be
$101,510. So, instead of your loan decreasing over
time it increases each month if there are no repayments.
It is vitally important that you monitor one of
these loans. If the time should come when the holders
of the loan want to sell and go into an Aged Care facility or retirement village, then it will be necessary to
pay out the loan at the time of selling the property.
If you don’t keep an eye on the balance it
might come as a shock to you that the equity you have
in your home may not be as high as you think it is.
Make sure you get and read regular statements.
If possible make repayments on the loan. Kindly note
that we do not handle Reverse Mortgage loans.

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.

FIRST HOME LOAN DEPOSIT SCHEME
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HLDS is an Australian Government scheme designed to help
first home buyers get into their own
home.
The National Housing Finance and Investment Corporation
(NHIFIC) guarantees to a participating lender up to 15% of the value of
the property purchased where it is
financed by an eligible first home
buyer’s home loan.
This scheme is a gamble.
The borrower should not rely on the
funds in order to get into their first
home.
There are approximately
100,000 first home buyers annually
in Australia. The government is
offering only 10,000 places.
Who is eligible?
Applicants need to be 18
years of age or older and Australian
citizens.
Single applicant must earn no
more than $125,000 per annum.
Couples must earn, combined, no more than $200,000 per
annum. Couples must be married or
living in de facto relationship.
5% savings
Your savings must be no less
than 5% of the purchase price or
value of any eligible property and no
greater than 20%.
Repayments on the entire
loan need to be Principal and Inter-

est for the full period of the loan. In
other words you will not be allowed
to switch to Interest Only repayments.
Investment properties are not
eligible for this scheme.
Applicants must be genuine
first home buyers. You may have
not previously owned, or even had
an interest in real estate property in
Australia, either separately or jointly
with someone else.
The scheme is for the purchase of a new home or construction
of same.
This is not a cash payment or
a deposit for your home loan.
What properties can you buy in
order to qualify for the scheme
Off-the-plan dwellings

House and land package deals
Land and a separate contract to
build a new home.
Newly constructed homes
Legalities
There are some technicalities
you need to abide by.
You must enter into a contract of sale to buy your new home
within 90 days of being preapproved.
For an off-the-plan property,
the contract of sale must be dated on
or after 7 October 2020. Generally,

the building of your off-the-plan
property must start within 6 months
and finish within 24 months.
For a newly constructed
dwelling, the dwelling must have
been completed on or after 1 January
2020.
If you are building a new
home you must enter into an eligible
building contract within 90 days of
getting preapproval.
You must start building within 6 months of entering into the eligible building contract and finish
building within 24 months of starting.
About the Scheme
The First Home Loan Deposit
Scheme is an Australian Government initiative to support eligible
first home buyers purchase their first
home sooner.
Usually, first home buyers
with less than a 20 per cent deposit
need to pay Lenders Mortgage Insurance. Under the Scheme, eligible
first home buyers can purchase a
modest home with a deposit with as
little as 5 per cent (lenders criteria
also apply). This is because the Australian Government guarantees to a
participating lender up to 15% of the
value of the property purchased that
is financed by an eligible first home
buyer’s home loan.

THOUGHT FOR SUMMER
“Let us learn to appreciate there will be times when the trees will be bare, and look forward to the time
when we may pick the fruit.”
Peter Sellers
As printed in the book You Are Already Rich by Brian Morgan

