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What is a Mortgage?

Simply put, a mortgage is a loan used for the purposes of buying or
maintaining a property that is secured by the property itself.

A mortgage is one of the cheapest forms of credit available because it is
secured against your property. It is usually paid off over a longer-term than
other personal or unsecured loans i.e. 15+ years.

In Ireland, there are several lenders offering mortgage loans to clients. These
include:

e Bank of Ireland
e PTSB

e AIB

e Haven

¢ Avant Money

e Financial Ireland
e ICS/Dilosk

e Moco

information correct as of July 2024

Rates, products, and lending criteria vary from lender to lender and it can be
a time consuming and somewhat confusing process gathering and comparing
information from each one. It is highly recommended to seek the services of a
mortgage broker, particularly if you are a first-time buyer.

What is a Mortgage Broker?

A mortgage broker/advisor is a licensed professional with in-depth knowledge
of the industry who acts as an intermediary between you and the lending
institution (not all lenders are classified as banks). Your broker works on your
behalf to provide guidance and support, and to facilitate the loan application
process.

Brokers must apply to secure agencies with lenders in order to be able to
“sell” their products. It is always advisable to ask your broker about the
lenders they work with and about any fees and commission structures they
have in place.
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How Much Can I Borrow?

Lenders calculate the amount that you are eligible to borrow in a few different
ways. Some may start by looking at what percentage of your income each
month will be paid towards the mortgage, while others may start with your
annual salary instead.

The Central Bank regulations prevent a lender from allowing you to take out a
loan that is greater than 4 times your gross yearly income relative to the
mortgage on the house you are buying.

Rule of Thumb: 4 x Your Annual Income

For example, if you are earning €65,000 each year in
gross income, the maximum amount you can borrow
is €260,000 which is calculated as follows:

€65,000 x 4 = €260,000

It is important to note however that this limit is also subject to other lending
criteria and affordability checks, such as loan to value (LTV) requirements.

First-time homebuyers can borrow up to a maximum 90% of the total
value of the home, which means you must provide a minimum 10%
deposit.

Continuing with the example from above where you were eligible to borrow
up to €260,000 based on your income of €65,000. If the value of the home
you are purchasing is €250,000, you are limited to a loan of €225,000 (90%
of 250,00). This means you must have a deposit of €25,000.

MAXIMUM MAXIMUM MINIMUM

MORTGAGE LOAN TO DEPOSIT
VALUE

4 x annual 90% property 10% property

gross salary purchase price purchase price
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Additional Costs When

Purchasing a Property
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I It is important to factor these into your

gm Dome buying budget

Stamp Legal

Duty Fees

1% property . Between €1000-

: 1% base price ex

purcha;g price VAT (new builds) €2000 ex VAT

< €1million

Property Mortgage Home

Valuation Protection Insurance

Between Circa €360 per Varies depending

€100 - €225 annum on size, location,
and age of
property as well
as value of
contents

Structural Land

Survey Registry Fee

€400 - €800 Between €700 - Renovations

(mid-size property €800 depending -

€800 - €1500 on property & Repalrs

(large property) Less likely in newer
homes. Will cover
snags/repairs
identified in
surveys and/or

cosmetic upgrades.
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Mortgage Application Checklist @

Whether applying direct to a bank/lender or using a mortgage broker,
several documents must be provided to support your loan application.

All Bank Account Statements x 6 months.*

Credit Cards Statements x 3 months*
(if applicable).

Any Loan Statements x 6 months*
(if applicable).

Credit Union Statement x 6 months*
(if applicable).

Most Recent Mortgage Statement
(if applicable).

Proof of Identity -

High quality scan or photograph of:
a) passport (2 pages) or

b) driving license (front and back).

Proof of Address.

Payslips x 3 most recent months.

Employment Detail Summary x 3 years (Accessed via
WWW.revenue.ie).

sjyuedijdde abebiiow ||B WOy SJUSWNDOP palinbay

Salary Cert from your employer.

*Dated within 4 weeks
Form 11 X 3 years.
Chapter 4 / Notice of Assessment x 3 years.

Financial Statements or Profit and Loss Accounts X 3 years.

Letter from accountant confirming all taxes are up to date
(personal and/or corporate).

Aluo paAojdwa-J|2s

Tax Clearance Cert (personal and/or corporate).
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Government Schemes Helping
First Time Buyers

it is widely recognised that the current housing market in Ireland poses
significant challenges for first-time buyers. With soaring demand and scarce
supply driving property prices upwards, accessing affordable housing has
become increasingly difficult. Two government-backed mortgage schemes are
currently providing much-needed support by extending financial assistance to
those who meet the eligibility criteria.

The First Home Scheme

The First Home Scheme, introduced in 2022, helps both first-time buyers and
those starting afresh after separation, divorce or insolvency, to bridge any gap
between their mortgage and deposit, and the price of the home they are trying
to purchase/build through an innovative shared equity scheme.

Through the scheme, home buyers can get help with up to 30% of the property
purchase price, meaning that a property that might have been out of reach for
an individual/couple, suddenly becomes a viable option.

The scheme supports:
e First-Time Buyers
e Those undertaking a self-build
e Tenants who have been served a notice of eviction who would like to
purchase the property in which they are living

https://www.firsthomescheme.ie/

Help to Buy Scheme

The Help to Buy Scheme in an incentive that helps first-time buyers with the
deposit needed to buy/build a new house or apartment. It does this by
reimbursing the income tax and Deposit Interest Retention Tax (DIRT) paid in
Ireland over the four years prior to applying to the scheme.

The amount you can claim on the scheme will be the lesser value of:
e €£30,000
* 10% of the new-build market value / self-build valuation
e The amount of income tax and DIRT paid in the 4 years prior to applying to
the scheme.

https://www.revenue.ie/en/property/help-to-buy-incentive/index.aspx
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How to Get Mortgage Ready

When reviewing your application, a lender will scrutinise your finances to be
sure they are satisfied that you can afford the loan repayments and that your
money management is healthy. Being “mortgage ready” essentially means
having your financial house in order and being in a strong position to
successfully obtain mortgage approval. These are our tips for getting
prepared.

Mortgage Advisor

Build Up
Your Savings

Pay Rent by
Bank Transfer

Reduce/Manage
Short-term Debt

Maintain Steady
Emploment

Think About Your
Deposit and Costs

Speak to a Qualified Talk to your mortgage broker who will

assess your mortgage readiness and make
recommendations an any areas that require
attention or action.

Set up a standing order to automate your
savings. Lenders will want to see evidence
of monthly savings for at least 6 months
prior to applying for a mortgage.

Avoid any cash payments to your landlord.
Lenders will use your rental payments plus
monthly savings as evidence of your
mortgage affordability. If living with
relatives, formalise your rent situation.

On advice from your mortgage broker,
work towards reducing/clearing any short-
term debts (e.g credit cards/ personal
loans).

Warning: Never miss a credit card payment
and do not take out any new credit!

You must be in steady employment and
have passed any probationary period
before drawing down a mortgage.
Warning: Speak to your advisor before
changing job or altering your contract!

Lenders will want to know where your
deposit is coming from. You will also need
to demonstrate you have sufficient funds to
cover additional costs (stamp duty, legal
fees etc.)
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Getting Approval in Principle (AIP) from a lender before starting your property
search helps you clarify your borrowing capacity. Once you have a clear
budget in mind, you can then limit your search to the neighbourhoods and
properties within your price range.

Also avoid having too narrow a vision of the exact location in which you want
to live. You might find a much better property and get more value for money
by expanding your search area by a few miles.

Don’t put off getting your finances in order

As well as a minimum 10% deposit required from all first-time buyers, you
will need to demonstrate your ability to repay the mortgage loan. This means
having your financial affairs in order and being able to show clean financial
statements for at least 6 months prior to loan application.

Red flags to a lender include:
e Missed repayments on credit cards or other personal loans.
* No demonstration of monthly savings.
e Unpaid direct debits and standing orders.
e Evidence of gambling.
e Recurring transfers that can be deemed as a financial commitment (e.g.
sending money home to abroad if a non-national for example).
e Any unusual or out of the norm large transactions.

If applying for a joint mortgage with a partner, spouse, relative or friend, this
applies to both sets of finances.

Be aware of all of the costs involved

Many first-time buyers focus on the purchase price of a property, forgetting
about the other additional costs associated with buying a home. Having a
clear picture of ALL the costs you are likely to incur will help you budget more
effectively, preventing you from overextending yourself and ending up
financially strained.

Think of the future as well as the now

Purchasing a property that can adapt to a changing lifestyle is a wise move


















