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RENT VS BUY
The Life Long Debate
I don’t think there will be a market crash any time soon as
much as some buyers are hoping to get their hands on a
cheaper house.
Letting agents or more accurately the reference agencies
they use typically calculate rental affordability on the basis
of income being 30 x the rent. So if your rent is £750 a
month they require an annual income of £22,500. This is
typically gross income though some may use take home
pay. Assuming it’s gross, this is £1500 a month take home
pay. So your rent is 50% of take home pay, despite the
recommendation that you spend no more than 30% of your
income on rent or mortgage.
Now if we look at a mortgage; £22,500 income with no
other commitments or dependents would give a mortgage
in the region of £100,000 which would cost approx £425 a
month (2% over a 25 year repayment term). A property
with a rent of £750 would cost in the region of £150,000 in
Coventry for example.

So what’s the lesson here?

As the mortgage is significantly

lower than the rent it is understandable why renters will say
why can’t I get a mortgage when I’ve paid my rent ok?
However the rental figure takes no account whatsoever of
other commitments or dependents. Also payments are only

Stay at home as long as you can or if you
must get a place of your own then sacrifice
the property for something more akin to
what you’d be able to buy.

one part of getting a mortgage; you need a deposit and
money to cover your costs too. As such the rent has likely
overcommitted the individual and they have little chance of
saving for a deposit and other costs to get a property and
then obtain this mortgage even if it’s more affordable.
Similarly the property itself is actually more than they could

And

importantly

calculate

what

your

mortgage payments are likely to be and try
to find a rental property more akin to that
figure so that you have money spare to save
towards buying a place of your own.

afford to buy.

Whether you're a future home buyer or property investor
my shop has lots of Tool Kits and Freebies to help everyone
on their property journey.
Check it out at mortgagemomma.uk

"I contacted Lisa after listening to her being interviewed on a
podcast. My first thoughts was she sounds really approachable,
extremely knowledgeable and with a great sense of humour.

INVESTOR
CONSULTING
TESTIMONAL

I thought I must contact this lady as I really need guidance on
my next step on my property journey. From my first email to
Emily (Lisa’s PA) it has been all very professional and
extremely helpful. My consultation with Lisa was everything I
wanted and needed to guide me on my way with the expert
knowledge I was searching for with strategies for me to follow.
Most of all I feel I could contact Lisa in the future and I know
she will try her best to help if possible. Thank you so much Lisa;
you are a true inspiration within the property field!"
Check out Lisa's Consulting website HERE

It’s very popular at the moment to get a lodger
especially to take advantage of the £7,500 per year tax
free allowance with the Rent a Room Scheme.
However are you aware that should you rent to TWO or
more lodgers at the same time then you could lose your
Principal Private Residence Relief and therefore have to
pay Capital Gains Tax when you sell, which you wouldn’t
normally do when selling your home.

Properties purchased in a limited company will always pay the
surcharge, even if it's the first property in the company or even
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your first property purchase. Except where they qulaify for any
reliefs.
If you already own a buy to let property in your own name and
then come to buy your first residential property you will typically
have to pay full stamp duty and the surcharge.
If you are a first time buyer buying a property with someone who
already owns a property you will be liable to pay the stamp duty
surcharge. You can look into Joint Borrower Sole Proprietor
mortgages as a potential option to avoid this issue (see below).

Three affordability calculations with three lenders for the
same clients with the same info gave £0, £120k and £350k!
Lenders use incomes in a myriad of different ways and they
also have different policies
commitments they use.

on

what

outgoings

and

That’s why you should use a mortgage broker!

If your B2L mortgages are interest only then how do you intend to
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pay them off?
It’s all well and good thinking that you will remortgage indefinitely
but there’s an assumption you’ll meet criteria and just because
lenders lend to older investors now doesn’t mean they always will.
Selling the property is the obvious one but you’ll kill the golden
goose so are there alternatives?
You can just pay down the mortgage over time by switching to
repayment or making lump sum overpayments. Something else to
consider is to add an adult child then you can remortgage yourself
off it if needs be without selling it.
One strategy I recommend however is ‘doubling your properties’
with the aim of selling one to clear the mortgage on another.
If you want to end up with 4 properties buy 8 and so on. I’m not
saying it will work out exactly as growth can’t be predicted but over
the very long term you will be close to the goal.

Joint Borrower, Sole Proprietor is a scenario where different people
own the property to those on the mortgage. For example where an
adult child buys a property however their income is insufficient to
afford the mortgage alone so a parent goes on the mortgage with
them but doesn’t go on the deeds for the property. This should also
avoid the stamp duty surcharge if one of the parties already owns
a property. The parent doesn’t have any ownership of the property
or rights to it or any equity. However they are equally, jointly and
severally liable for the entire mortgage. It doesn’t have to be a
parent, it could be a sibling, adult child, other relative or friend.
The lender would want to understand the relationship and the
additional mortgage party would need sufficient income to support
their own outgoings as well as this mortgage. They will also need
independent legal advice to understand the risks.
There are only a handful of lenders who offer JBSP mortgages but
more are entering this market.

What's New at
Mortgage Momma?
Firstly, I want to say a massive thank you to all my Podcast
listeners as we have reached over 14,000 downloads in under
6 months since we started!
I'm blown away by all the support and comments I have
received and I would love to hear your ideas for future
podcasts.
My upcoming Podcast is covering a highly requested topic,
how to buy your first home and getting on the property
ladder from a young age.
I will be joined by my niece Emily who I helped get on the
property ladder at the age of 21 and is now onto her second
property having already made a profit on her first. We will be
discussing the issues we faced including adverse credit, and
offering tips to help first time buyers.
Join me for First Time Buyer Tales on all major podcast
platforms search for Mortgage Momma!

Mortgage Momma x

