Purchase guide

WHAT ARE THE DIFFERENT
TYPES OF MORTGAGES?
Fixed rate, variable, tracker - there are many
different types of mortgages out there - but what
exactly do they mean? And how do you know which
one is right for you?

Interest-only mortgage
With an interest-only mortgage, you only pay the
interest on the loan and none of the capital. At the
end of the term you’ll still owe the original amount
you borrowed.
This type of mortgage is common to have when
you have a separate repayment vehicle like an ISA,

The first thing to look at is how are you going to pay
back the mortgage and there are really 3 options to
choose from.

property portfolio or you receive your income in
large lump sums. Lenders have separate criteria
for this and not everyone can access this type of
repayment.

Repayment mortgage
A repayment mortgage is the most common type
of mortgage and is where an individual makes a
monthly repayment with some interest paid on top.
Once you have paid back all of the mortgage debt
and interest, you will own 100% of your property. We
would normally advise that this is the best option for
most clients.

Part repayment and part interest only
(Part and part)
As it says on the description, this a mixture of both a
repayment mortgage and an interest only mortgage.
The lenders criteria for this is normally the same as
for interest only borrowing.

Fixed rate

Tracker rate mortgage

This is often the most popular type of mortgage

A tracker rate mortgage is very similar to a variable

among first time buyers because the interest rate

rate mortgage.

stays the same (i.e is fixed) for the duration of
the loan.

The main difference between the two is that a
tracker mortgage follows the Bank of England base

This means you know exactly what you are going to

rate, rather than the lender’s Standard Variable

be paying and there are no nasty surprises.

Rate (SVR).

Fixed rate mortgages are typically taken out over
a period of 2, 3, 5 or 10 years before returning to a
variable rate for the remainder of the mortgage. At
this stage we would be in contact with you to discuss
looking at your options to potentially re-mortgage or
switch to a new rate with your current lender.

Although lenders normally change their SVR as a
result of The Bank of England Base Rate
changing, they don’t have to change them by the
same amount.
With a tracker rate, the mortgage tracks, by a
pre arranged amount, an independently set

Variable rate mortgage

interest rate.

Like a fixed term mortgage, you can choose to be

Some tracker rates will have the benefit of not

tied in for 2,3, 5 or 10 years.

having any early repayment charges and you can

But as the name suggests, the interest rate isn’t
fixed and can therefore go up and down throughout
the duration of the loan depending on the rate of
inflation.
Some variable rate mortgages have the added
benefit of not have any early repayment charges
but in most cases the rates tend to be higher.

also normally have a tracker rate for 2, 3 or 5 years.

PURCHASE GUIDE
Buying a home is one of the biggest financial

At Firstxtra, we offer a free of charge initial

decisions you will make, so it’s important you

consultation where we’ll explain in detail our costs

know what to expect.

and services and ask a few questions to get to know
you and understand more about your situation.

Even experienced buyers can benefit from

This consultation can be done face-to-face or

keeping up to date with what’s involved in

virtually and last approximately thirty minutes to

purchasing a property.

one hour.

At Firstxtra, out friendly team are here to help you

After this, we will then be able to advise you on how

every step of the way and make the process as

we can help and the products that are available.

stress free as possible.
One of our friendly advisors will then make a
In this guide, we’ll cover the main things you need

recommendation and if you’re happy to go ahead,

to know when it comes to buying a house.

we will look to secure your Decision in Principle
(DIP)/Agreement in Principle (AIP).

SPEAK TO US

With A DIP/AIP, you can take the first step to buying

Speaking to a Firstxtra mortgage adviser will enable

your home and will give you an idea of how much

you to work out how much you could borrow, how

you could borrow before you make the application

much you can afford to repay and what kind of

for a full mortgage.

mortgage might be right for you.

CHOOSE THE RIGHT PROPERTY
FOR YOU
Once you’ve established how much you can afford

Before you begin viewing properties you should

to pay, you can start looking for properties that are

make sure you have spoken to a broker and our

within your budget.

advice is to also obtain a mortgage decision in
principle, or a DIP. This is a written statement from

Different estate agents list different properties, so

a lender giving an estimate of what you can borrow

it’s always an idea to speak to several of them so

and that you have been provisionally agreed.

you’ve got the best chance of finding the one that’s
right for you.

It also signals to sellers and agents that you are
serious about buying a property.

The location, type of property, your budget will
obviously play a huge part in the decision, but

ARRANGING A VIEWING

there are other things you need to consider too.

Once you’ve found a property you like the look of,
it’s a good idea to book a viewing.

For example, do you need somewhere with
good transport links close to a train station or

Most estate agents now offer virtual viewings as

motorway? Would you prefer a new build or an

well as in-person viewings so you can get an idea of

older property, a flat or a house? Do you need

whether or not you like a property before taking the

a parking space?

time to visit it.

Most people start their property search with online

This is especially handy if the property you are

property sites or through local estate agents.

considering buying is a long way from where you
currently live.

MAKING AN OFFER
So, you’ve got your DIP, you’ve viewed the property

The estate agent is legally obliged to pass on all offers

and you’ve found your dream home. What next?

and the seller is not obliged to accept any offer.

Chances are you’ll want to make an offer.
If your offer is accepted, congratulations! You are
This is a big step and you shouldn’t rush into it.

one step closer to being a homeowner.

Before you make an offer on a property, make sure
you have considered:

Once accepted, you should receive a memorandum
of sale from the estate agent which outlines your

What is included – does it come furnished?
What the property is worth – is it being
marketed at the right price?

offer in writing and provides details of the legal
representatives for each party and the sellers and
property details.

What you can afford to pay – have a clear

APPLYING FOR A MORTGAGE

budget and stick to it

Once your offer has been accepted, you’ll be in a

Interest in the property – how many other

position to apply for a full mortgage.

people have viewed the property? Has anyone put in
an offer yet?

What deposit you have available – the amount
of deposit that you have against the value of the
property is called the loan to value or LTV. In most
cases the lower the LTV the better the interest rate
you will obtain. There are mortgages available with
just a 5% deposit so getting this together could be
easier than you think!
The asking price is just that – you can go lower or if
you really want to, higher.

Your mortgage adviser will take you through
everything you need to know and handle your full
application for you. The adviser will request any
further documents that will be required at this
point and will not be able to proceed until all these
are received.
At this point, your lender will also organise a
mortgage valuation for you and any other fees
will be taken.

FINDING A SOLICITOR
Once your offer has been accepted, you need to

If the problem can be fixed and depending on its

select a legal representative.

severity, you might be able to negotiate a lower price
on the property to cover any additional expense you

They carry out the legal checks on the property,

are likely to incur.

complete the legal work for your purchase and, if
you are getting a mortgage, ensure it meets your

EXCHANGING CONTRACTS

lender’s requirements.

You’ve read and signed the contracts – now your
solicitor and the seller’s solicitor will exchange them.

Firstxtra can provide you illustrations from our panel

You won’t pay for the property yet – but you will

of chosen Solicitors and we would be able to instruct

have legally agreed to buy it on a specified date

these for you on your behalf.

agreed by both parties.

CONDUCTING A SURVEY/
VALUATION
Before a mortgage application can be accepted,
your lender will instruct a surveyor to carry out a
valuation.

It’s also this point that you hand over some of your
deposit. Your solicitors will provide you all the details
of this.

COMPLETION AND MOVING IN
This is the day that the solicitors call you and give

A standard mortgage valuation for lending purposes

you the good news that all the legal bits are finalised

is required by all lenders, but there are other types

and you can go and pick up the keys to your new

of more detailed surveys available.

home from the Estate agents and then move in.
Congratulations are the order of the day and enjoy

All valuations are carried out during the mortgage
application and before an binding offer is made.
If a survey reveals serious problems, you are free
to withdraw your offer as you have not exchanged
contracts yet.

your new home!

WHAT INSURANCE/PROTECTION
WILL I NEED?
Getting the right type of insurance is vital as it can

It may be cheaper to buy buildings and contents

help protect you, your family and your property

insurance together – but you can also purchase

when things don’t go to plan or when something

them separately if required.

serious happens.
As part of our duty of care and service to you, we
will explain all of the options and put in place the
correct policies for you and your families’ individual
requirements. This is certainly not a one size fits all
process and you will receive full advice on this from
Firstxtra.

Life Insurance (Cover for Death)
You don’t need life insurance to get a mortgage,
but it will be something you should consider,
particularly if you have someone who relies on you
financially.
Life insurance can offer the comfort of knowing
your family or loved ones will be taken care of if the

Buildings insurance

worst were to happen.

While it’s not a legal requirement, almost all
mortgage lenders require you to have buildings

It will mean that your mortgage can be paid off

insurance in place when you exchange contracts.

without having to leave this responsibility to your

Your Solicitors will normally check this.

family, or risk them having to sell the property and
move.

It’s the minimum level of insurance required by
most lenders and as a result, your chances of

The amount of cover you need will depend on the

getting a mortgage without it are very slim.

size of your mortgage and the type of mortgage
you have.

Buildings insurance covers the cost of rebuilding
your home if it’s damaged or destroyed and covers

Terms and conditions vary with different providers,

the fixed items in the property.

so we make sure you know what’s covered and
what isn’t.

Garages, sheds/outbuildings, and fences can also
be covered, as is the cost of replacing items such as

We strongly recommend that this is the minimum

pipes, cables and drains.

cover you take.

Contents insurance
Contents insurance covers your possessions in the
event of theft, loss or damage, including natural
disasters, fires or flooding. You can also upgrade the
policy to cover you for items away from the home
and for specific items that you want to protect.

Income protection insurance

Critical illness Insurance

Without a steady income, paying bills on time and

With 1 in 2 people in the UK now being diagnosed

keeping up with mortgage repayments can become

with Cancer at some point in their life, Critical Illness

impossible.

cover has never been so important.

Ensuring that your income continues should you be

Critical Illness cover can provide invaluable help

unable to work is an important part of ensuring that

at the time of greatest need, often helping with

you are financially secure.

mortgage repayments, getting access to the best
treatment options, or replacing a partner’s income

Income Protection is specific to you and your job.

to provide additional support.

You can choose how long you can survive without
help, and what percentage you want to cover.

Although Cancer is the largest claim area, most plans
extend to 40 + conditions giving comprehensive

We will discuss various options to fit with your

cover for the most serious and possibly life changing

budget to ensure you can rely on your income, no

conditions.

matter what life may throw at you.

OTHER COSTS TO CONSIDER
When it comes to buying a home, it is important to

Most lenders will now offer a free basic mortgage

remember that it isn’t just the deposit you need to

valuation as part of the mortgage application, if you

pay for. There are also several additional costs to

require more detailed surveys in many cases this will

consider.

be at your own cost and this would vary depending
on the value of the property.

Here are some of the main ones that you need
to be aware of:

Removal costs
Hiring a company to move your belongings can cost

Stamp Duty

hundreds and depending on how much you have

You must pay Stamp Duty Land Tax (SDLT) if you buy

and how far you’re moving, sometimes thousands

a property or land over a certain price in England

of pounds. The price will depend on the size of

and Northern Ireland. How much you pay depends

the property and if you want them to pack and/or

on the value of the property.

unpack for you. If you want to save yourself some
money, you could always hire a van and ask family

You can find out more about stamp duty on the

and friends to help you.

UK government website.

Mortgage broker fees
Legal fees

Firstxtra (the mortgage broker) will manage your

A Solicitor or licensed conveyancer will carry out all

entire application, from start to finish. There are

the legal work when it comes to buying and selling

charges for the services we provide, we would

your home. We would be able to obtain a suitable

disclose all our fees to you at the initial meeting.

quotation for you at the beginning of the process.

Mortgage lender fees
Valuation fees
During a valuation, the mortgage lender will look at
the value of the property to work out how much they
are prepared to lend you.

The lender may also have fees that are associated
with the mortgage, these may include an
arrangement fee, valuation fee and telegraphic
transfer fee. We would discuss all the fees with you
before applying for a mortgage.

Take your first step today.
Get in touch with one of our
friendly team for a free discussion
and find out how we can help make the
dream of owning your own home a reality.

 01635 524 391  info@firstxtra.co.uk
www.firstxtra.co.uk

 irstxtra Financial Services Ltd is an appointed representative of PRIMIS Mortgage Network. PRIMIS Mortgage Network is a trading style of
F
First Complete Limited which is authorised and regulated by the Financial Conduct Authority.
YOUR HOME MAY BE REPOSSESSED IF YOU DO NOT KEEP UP REPAYMENTS ON YOUR MORTGAGE.
For our mortgage advice services we will charge a fee of £199 which is payable on application of the mortgage and £200 on issue of the
mortgage offer. There may be a further fee payable on mortgage offer of up to £250.The overall amount of the fee is dependent
on the amount of research and administration that is required. We will also be paid commission from the lender.
Some of the products/services shown above are not or may not be regulated by the Financial Conduct Authority.

