
At the end of April, the Financial 
Conduct Authority (FCA) set out 
new rules that may make it harder 
for you to get a mortgage. All of 
your outgoings, including things 
like going out for dinner, travelling, 
childcare, and even the cost of 
a haircut, are now likely to be 
explored as part of the mortgage 
application process.

Advice moves centre stage

Advice is now mandatory in virtually all 
mortgage transactions, apart from where 
there’s no dialogue between you and the 
lender (for example, if you complete an 
online application form and don’t ask any 
questions along the way). 

If you’re used to getting advice from 
a mortgage adviser, you should only 
see a small change in this area, as 
most advisers already provided a 
fully advised service. This is not true, 
however, of many banks who often 
adopted a short, non-advised process. 
Overall, the changes will mean longer 
interviews and more detailed questioning 
on your circumstances and needs. 

Affordability is paramount

The lender is now expected to 
undertake a detailed assessment 
to ensure you can afford the loan 
both now and in the future. 

You should prepare for questions 
around the level of your 
‘non-discretionary’ expenditure 
(eg. council tax, utility, childcare) 
as well as lifestyle expenditure 
(eg. entertainment, holidays and 
haircuts). You must also ensure your 
credit rating is as high as possible. 
As you get closer to applying for a 
mortgage, you should try to minimise 
lifestyle expenditure that could make the 
lender wary of your financial position. 

Your adviser is likely to ask you for 
copies of recent bank statements. 
These will help them compile the 
information needed to submit your 
mortgage application to the most 
suitable lender. Your adviser will look 
for tell-tale signs of financial stress such 
as regular use of overdrafts, repayments 
of pay-day loans and other credit 
commitments, such as a car loan. 

How plausible is your situation? 

You should also expect your mortgage 
adviser to assess the plausibility of 
the picture painted by the information 
you provide. For example, is it likely 
that a couple, both working with two 
young children, have no childcare 
arrangements, or that the travel costs 
of a client are negligible when they 
work 100 miles from home? 

A common sense approach

You should expect the process of taking 
out a mortgage to take longer. And where 
affordability is tight, some borrowers may 
find it harder to get a mortgage. But the 
new rules are common sense and should 
help ensure that only borrowers who can 
afford to repay their loan receive one.
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If you want to discuss your 
circumstances, and how the 
new rules may affect you, 
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Make the most of Help to Buy

Help to Buy is in the news again. 
While no one knows exactly what’s 
around the corner, even the Prime 
Minister has publicly admitted he 
would be prepared to amend the 
scheme if prompted to do so by 
the Bank of England governor, 
Mark Carney. 

If you’re considering using 
Help to Buy to realise your home 
ownership dreams, you may want 
to take advantage of the scheme 
before any changes are made to it.

What is Help to Buy?
Help to Buy is a government-funded initiative designed 
to help those who cannot otherwise afford to buy a home 
that meets their needs. The scheme comprises two parts:

a ‘mortgage guarantee', which helps you buy 
a home with a deposit of 5%. It’s open to both
first-time buyers and home movers for new-build 
and older homes in the UK with a purchase price 
up to £600,000

an ‘equity loan’, where the government will lend 
you up to 20% of the value of your newly-built
home. Again, a minimum 5% deposit is required, 
and the maximum purchase price is £600,000

Help to Buy and the housing market

Hardly a week goes by without Help to Buy making 
the headlines. With the scheme so closely linked with 
the housing market, there are opposing views on whether 
the scheme should stay or go.

All of the UK’s main housing market indicators have registered 
an annual rise in property prices, with Nationwide reporting 
a 10.9% rise in the year to April 2014 – a trend many people 
attribute to the scheme. 

Concerns over Help to Buy

Help to Buy was originally due to end in 2016, but was 
extended to 2020 in George Osborne’s Budget. But 
there now seems to be a growing movement in favour 
of scaling it back. 

While Help to Buy has made new-build properties more 
accessible for some buyers, and opened up the market for 
first-time buyers, there are fears it may cause a housing 
bubble and undermine affordability. A number of market 
commentators and economists, who blame Help to Buy 
for contributing to house price increases, have urged the 
government to make changes to the scheme.

To add fuel to the fire, the governor of the Bank of England, 
Mark Carney, has recently warned the Help to Buy scheme 
could distort the entire mortgage market and may have to be 
curbed. He has also expressed fears that allowing new home 
owners to secure a mortgage with a deposit of only 5% may be 
encouraging a return to risky lending. His remarks offer signs 
that the Bank of England may formally request a policy change 
in September. 

The future of the scheme

If Help to Buy is scaled back, or withdrawn altogether, potential 
buyers may lose the advantage of being able to purchase a 
property with a smaller deposit than is ordinarily required. If that 
happens, expect to see a scramble from buyers looking to take 
advantage while the scheme remains in place.
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If you’re looking to take advantage of Help to Buy, 
please get in touch.
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Risk versus reality

As an illustrative example, 
Jenny Jones is a 34 year-old 
non-smoker who plans to retire 
at 65. According to LV=’s Risk 
Reality Calculator, Jenny has a:

•  46% risk of being unable to work  
for two months or more

•  13% risk of suffering a serious illness

• 6% risk of death

Perhaps the most striking result is 
that the likelihood of any of these 
things happening to Jenny before 
the age of 65 is 55%.

All the same, it won’t happen 
to me…

Although the results are illustrative, 
the calculator highlights just how 
important one area of your financial 
planning – Life and Protection 
Insurance – really is. This becomes 
even more evident when you consider 
the reality of suffering a serious illness 
or dying suddenly:

•  more than 1 in 3 people in the UK  
will be diagnosed with some form  
of cancer during their lifetime1

•  cardiovascular disease causes  
around 74,000 premature deaths  
per year in the UK2

•  we all face a 1 in 6 chance  
of having a stroke3

Ask yourself, how would your family  
cope if they couldn’t rely on your  
income for a long period of time? 
Could they sustain their lifestyle if 
you were to die suddenly?

What’s your risk profile?

If you would like to better understand  
your risk profile, please speak to us.  
We’ll take a careful look at the impact 
this might have on your current 
circumstances, and help you identify 
any gaps in your existing protection 
arrangements.

A new online risk calculator, from insurer LV=, uses UK morbidity and mortality 
statistics to identify your percentage risk of being off work for more than two 
months, suffering a serious illness, or dying before you reach retirement.

1 Cancer Research UK, January 2014 
2  British Heart Foundation, Coronary Heart Disease Statistics 2014  

(based on 2011 figures)
3  World Stroke Organization - World Stroke Campaign, 2012/13
4www.abi.org.uk/News/News-releases/2014/05/Protection-Claims-2013-QA

Will my policy 
pay out?
If you're put off buying protection 
because you don't think it will pay 
out when you need it, think again. 
According to the Association of 
British Insurers £3.1bn was paid out 
on protection claims in 2013, the 
equivalent of 97% of all protection 
claims received during the year4. 

This meant that £8.4m was paid 
to 270 families every day last year, 
helping them to cope with the financial 
burden caused by long-term or serious 
illness and/or death.

To better understand your risk profile, or for a full 
protection review, please get in touch.

Compass Personal Finance office@compasspf.co.uk 01489 578338 
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After more than five years 
of the lowest interest rates in 
history, many of us are enjoying 
a period of low mortgage 
payments. But is that about 
to change? 

After sustained signs of 
improvement in the UK economy, 
there’s growing speculation that 
the Bank of England will soon 
increase the Base Rate from 
its current level of 0.5%. If and 
when that happens, there will be 
an impact on mortgage rates as 
lenders re-assess their standard 
variable rates and mortgage rates 
for new borrowers. 

Seek professional advice

It’s important to regularly review 
your mortgage, as it can often 
make sense to transfer to a new 
deal - or even a different lender. 
Your decision to transfer will 
depend on your individual 
circumstances, and the current 
rate you are paying. If your lender 
plans to increase its standard 
variable rate, moving to a 
new mortgage deal could save 
you money.

To discuss your 
remortgaging options, 
please get in touch.

Tips to prevent 
a DIY disaster

DIY accidents cost the British public 
a staggering £1.5bn every year – 
that equates to an average of £280 
per person. But despite the evidence 
that points to our accident-prone nature, 
a recent Paymentshield commissioned 
YouGov poll shows that more than a 
quarter of those questioned do not have 
basic home insurance cover in place.

Even basic cover could leave  
you exposed

If you have basic home insurance 
cover, you’re already aware of the benefits 
it offers. But it’s also important to ensure 
you have the appropriate optional extras 
in place with your policy. 

For instance, Accidental Damage cover 
and Home Emergency cover are valuable 
additional benefits that cover you for certain 
mishaps that may occur at any time – 
but which are more likely to happen when 
you’re undertaking home improvements.

Protecting against a DIY disaster

We probably all have our own DIY 
disaster stories, which may include 
any one of the following:

•  putting a foot through the ceiling  
while clearing out the loft

• drilling through a cable
• spilling paint on the carpet or tiles
•  dropping a TV while trying to fix it  

to the wall

Accidental Damage cover can protect 
you against these common home-makeover 
mishaps. Similarly, Home Emergency cover 
can help protect you if your DIY activity 
results in something like an uncontrollable 
water leak, loss of power to your home 
or damage to your roof.

Don’t botch your insurance cover

Putting adequate home insurance cover 
in place is a great start, but do take the time 
to check your policy to ensure it covers you 
for everything you need it to. If it doesn’t, it 
may be wise to review your arrangements 
to ensure you’re properly protected from 
potentially large, unexpected repair bills.

As the warmer weather arrives, more homeowners are 
likely to don the overalls and take on some household DIY.

But before you reach for the paintbrush or toolkit, it might  
be worth checking whether you’re covered for any home 
improvement hiccups you might encounter.

YOUR HOME MAY BE REPOSSESSED IF YOU DO NOT KEEP UP REPAYMENTS ON YOUR MORTGAGE.

Time to 
remortgage?

If you would like help reviewing 
your insurance needs, please  
get in touch.
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For arranging a mortgage a fee of £350 or 0.5% of the loan amount if greater is payable on completion. Typically this will be £350.  

Compass Personal Finance 
35 Old Garden Close 
Locks Heath 
Southampton 
SO31 6RN 

01489 578338 
office@compasspf.co.uk 
www.compasspersonalfinance.com 


