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Mortgages

How does a
remortgage work?
A remortgage could help you save money
if you weigh up the fees involved with the
savings you could make. Here’s how it works.
A remortgage is the process of moving your home’s existing
mortgage to one with a new lender.
People remortgage for many different reasons, including:
– Finding a better deal elsewhere – you might be on
a standard variable rate (SVR) and want to move to
a fixed-term rate.
– Coming to the end of a fixed-term deal on your current
mortgage and wanting to lock in a lower rate with a new lender.
–T
 he loan-to-value on the home is lower (as more of the
mortgage has been repaid).
–W
 anting to get ahead of a rise in interest rates, which
would affect mortgage rates.

How a remortgage could help you save
One of the big reasons people remortgage is to save money
on their monthly payments. If you’re on a standard variable rate
that is higher than the fixed-rate deals currently available, you
could save by switching – either to a fixed-rate mortgage or
one that ‘tracks’ the Bank of England’s base rate.
If your home has gone up in value and you’ve paid off enough
of your mortgage to give you a lower loan-to-value, it means
you own more of your home and have less to pay off.
Remortgaging could result in lower monthly mortgage
payments because you’re paying off less of a loan amount
(and in turn, less interest on it too).

How long does the remortgage application take?
The process can take between four to eight weeks from the
time you apply so it’s good to start planning early. If you’re
coming to the end of a fixed-rate or tracker term, your
lender should tell you that your mortgage will move onto
their standard variable rate1. This could be an ideal time
to move if you find a better deal elsewhere, or you may even
find an attractive deal with the same lender and go through
a ‘product transfer’ (see box).

How much does a remortgage cost?
Existing lender fees
Your existing lender could charge you a fee if you’re leaving
them early into a fixed period in your mortgage. This is known
as an ‘early repayment charge’ and could be in the range of 1%
to 5% of your outstanding mortgage balance. They will also
charge you an ‘exit’ fee of around £50 to £100 to cover their
administration costs.
New lender fees
Your new lender could charge you a range of fees, so before you
commit it’s important to check what you will pay. This will help
you calculate whether a move is financially beneficial overall.
Their fees could include:
–A
 pplication fee to set up your new mortgage. Could also
be called an ‘arrangement’, ‘product’ or ‘booking’ fee. This
could be around £1,000.
–V
 aluation and conveyancing fees. Some providers won’t
charge for these, but it’s worth checking if you are moving
to a new lender.
–S
 olicitor’s fee covering the legal paperwork to do with
managing the transfer of your mortgage.

Is a remortgage right for you?
Whether or not you remortgage all depends on your situation
and the type of mortgage plan you’re currently on. You may
want a mortgage that lets you make overpayments, or you
could be coming to the end of your current deal’s fixed term
and think the lender’s SVR will be too high. One of the most
important things you can do before you decide is gather your
current mortgage paperwork, look at the fees and get some
expert advice on your next steps.

What about product transfers?
If your mortgage is coming to its maturity date but you’d prefer
to stay with your current lender, you could consider a product
transfer. Switching to a new mortgage product with the same
lender could save you money and time. Our financial advisers
can help guide you through choosing the right product to
make it worthwhile and explain the logistics of transferring
your mortgage product.

Our advisers can help you work out the pros and cons
of a remortgage, and what could work best for you.
www.investorcoms.com
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Jargon and lingo –
talking about mortgages
Buying a property can be a complicated process, and even more confusing when
you’re confronted with various terms you’ve not come across before. To help
you make sense of it all, we’ve listed some key definitions you’ll need to know.

This list should give you a good head start
when it comes to understanding the jargon
around mortgages. To help you take the stress
out of buying a property, speak to a financial
adviser about how they can help you find
the most suitable mortgage and guide
you through the process.

Agreement in principle

A document from a mortgage lender with an estimate of how much money you may be
able to borrow. You can use this to prove to a seller that you can afford to buy their property.

Annual percentage
rate (APR)

The overall cost of a mortgage, including the interest and fees.
It assumes you have the mortgage for the whole term.

Arrangement fee

A set-up fee for your mortgage.

Base rate

The interest rate the Bank of England charges other banks and lenders when they borrow money.

Buildings insurance

Covers you for damage to the structure of your home – you’ll need to have a policy
in place when you take out a mortgage.

Capital

The amount of money you borrow to buy a property.

Conveyancing

The legal process you go through when you buy or sell a property done by a licensed conveyancer or solicitor.

Deposit

The amount you need to put down in cash towards the cost of a property.

Equity

The amount of the property that you own outright – your
deposit as well as the capital you’ve paid off on your mortgage.

Fixed-rate mortgage

The interest rate on the mortgage stays the same for the initial period of the deal.
Your rate won’t change with the Bank of England base rate during this time.

Flexible mortgage

Allows you to underpay, overpay or take a payment holiday from your mortgage
– they are usually more expensive than conventional mortgages.

Freehold

You own the building and the land it stands on.

Gazumping

When an offer has been accepted on a property but a different buyer makes
a higher offer, which the seller accepts.

Guarantor

A third party who agrees to meet the monthly mortgage repayments if you can’t.

Help-to-Buy

The government has introduced various Help to Buy schemes to make buying a home easier,
including equity loans, mortgage guarantees, ISAs and specific schemes for Scotland and Wales.

Interest-only mortgage

You only pay the interest on your mortgage each month without repaying the capital.

Joint mortgage

A mortgage taken out by two or more people.

Land Registry

The official body responsible for maintaining details of property ownership.

Leasehold

You own the building but not the land it stands on, and only for a set period.

Loan-to-value

The size of your mortgage as a percentage of the property value.

Porting

Allows you to transfer your borrowing from one property to another if you move, without paying
arrangement fees.

Repayment mortgage

You pay off interest and part of your capital each month.

Stamp duty

You’ll need to pay stamp duty land tax when you buy a property over a certain price.

Standard variable rate (SVR)

The default interest rate your lender will charge after your initial mortgage period ends.

Tracker mortgage

The interest rate on your mortgage tracks the Bank of England base rate at a set margin above or below it.

Valuation survey

Lenders will carry one of these out to check whether the property is worth around the
amount you’re paying for it.
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From agreement in principle and loan-to-value to
freehold and leasehold, we’ve compiled a list of
terms you’re likely to come across when buying
a property and what they actually mean.

