
No Deposit Mortgage Now Available – Is It Worth It?

If saving a deposit for a house is proving challenging, a no-deposit mortgage might be a

suitable alternative, so you won't have to make any upfront cash contributions. Discover

more about these 100% mortgages you may get without a deposit by reading on, covering

the many varieties and their advantages and disadvantages.

What is a mortgage with no deposit?

A mortgage with no deposit is borrowing the whole purchase price of the property you are

purchasing. Therefore, should the property you want to purchase cost £200,000, you would

apply for a mortgage of £200,000 without a deposit.

Zero-deposit mortgages, deposit-free mortgages, 100% mortgages, or 100% loan-to-value

mortgages are other names for no-deposit mortgages. Expressing your mortgage amount as

a percentage of the value of the property you are purchasing, your loan-to-value (LTV) is

without a deposit; therefore, you must have a 100% LTV mortgage covering the whole value

of your house.

How does a 100% mortgage work?

https://mountviewfs.co.uk/no-deposit-mortgage-worth-it/
https://mountviewfs.co.uk/residential-mortgage/
https://mountviewfs.co.uk/how-much-can-i-afford-to-borrow-on-mortgage/


Mortgages with no deposit operate in the same aspects, much like any other. However, most

lenders who are offering 0% deposit expect you to be on a 5 year fixed at the moment due

to higher risk associated with this type of lending.

But without a deposit, your mortgage rates will be more than if you had some cash to

downpay. Along with additional mortgage payments, legal and valuation fees, and stamp

duty, the regular expenses connected to house purchase still have to be paid. Crucially, most

times, you will also need the support of a close friend or family member to get a 100%

mortgage.

Are mortgages available without a deposit?

While there are few possibilities, getting a mortgage without a deposit is feasible. Most

mortgages with no deposit need a guarantor ready and prepared to cover if you cannot

make your mortgage payments. Usually, family members play this role—or sometimes that

of a close friend. But if you fall behind with repayments on a guarantor mortgage, your

house or money might be jeopardised.

A guarantor is not needed with a 100% mortgage provided by Skipton Building Society.

Designed especially for renters wishing to start their first run on the property ladder, the

Track Record Mortgage, Your average monthly rent over the last six months cannot exceed

your monthly mortgage repayments.
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Also Read: What is Mortgage – A Beginner’s Guide?

Getting a 100% Mortgage with a Guarantor:

Most lenders, as said, will want a guarantor to get a mortgage-free deposit. Depending on

how your buddy or family is ready to assist you, a guarantor mortgage might be set up using

a few methods. As security for the mortgage you need, this will include providing their

property, their funds, or some combination.

Using Real Estate As Security:

Should a guarantor provide their property as security for your mortgage, they guarantee

your lender will pay back the mortgage on your house if you are unable to do so. Should the

circumstances also happen wherein neither you nor your guarantee can pay what you

should, and your house is seized, a lender may also mandate the seizure of your guarantor's

house should there be a deficiency on the mortgage you still owe after its sale. A guarantor

will not possess a part in your house even if they take significant risks for your benefit.

Leveraging Savings as a Safety Net:

Instead of their house, some guarantor mortgages with no deposit let a guarantor provide

funds as collateral. These mostly come into two groups:
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Family Deposit Mortgages:

Usually required to place a deposit of up to 20% of the value of your house into a savings

account, a family deposit mortgage guarantor is the pot then has to stay in place until the

specified mortgage is paid off, a certain period of years or otherwise. Should your mortgage

be paid for, the guarantor will get their money back along with interest. Should you fail and

the profits from the seizure and sale of your house fall short of the outstanding mortgage,

the lender may keep onto the money longer or even use it to cover what is owed should

repayments be missed.

Family Balance Mortgages:

Although your guarantor won't get interest on the money you have put, a family offset

mortgage operates much the same as a family deposit mortgage. Rather, your mortgage will

not be charged interest on a portion corresponding to the cash your guarantor has put up,

reducing your repayments.
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Apart from a no-deposit mortgage, what are the choices?

If you can't secure a no-deposit mortgage, alternative choices can get you onto the housing

ladder, especially if you can save a lesser deposit.

Shared Ownership:
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Purchasing a share of a home under the Shared Ownership system enables you to pay rent

on the portion you do not own. Crucially, this means rather than the whole property value,

you need a lower mortgage and a deposit between 5% and 10% of the share you are

purchasing. Where you purchase in the UK will determine whether shared ownership

regulations apply.

Forces Support Buy:

Under the Forces Help to Buy Scheme, qualified Armed Forces personnel may get an

interest-free loan for up to 50% of their pay to cover other expenses or act as a deposit. One

may borrow just £25,000.

Right to Buy Purchase:

If you are a council renter in England, the Right to Buy initiative might let you purchase your

house at a discount. Some lenders might be eager to accept the reduction as a mortgage

deposit. While a Right to Acquire program exists for housing association residents, similar

systems are offered in Scotland, Wales, and Northern Ireland.

Deposit Lock System:

With just a 5% deposit, the Deposit Unlock program gives first-time purchasers and house

movers access to acquire a new-build property. You will have to purchase from a house

builder involved in the project and get a mortgage from a lender also involved.

ISAs for Lifetime:

https://mountviewfs.co.uk/what-are-costs-of-buying-a-house-in-the-uk/
https://mountviewfs.co.uk/what-are-costs-of-buying-a-house-in-the-uk/
https://mountviewfs.co.uk/mortgage-tips-for-first-time-buyers/
https://mountviewfs.co.uk/contact/


Designed to assist with savings for a deposit, a Lifetime ISA If you qualify, the government

adds a 25% bonus of up to £1,000 annually, and up to £4,000 may be put into these tax-free

accounts each year.
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A Gifted Deposit:

A family member may rather provide the money for a deposit than be a guarantor. It would

help to let your lender know you have a gifted deposit; you may want a document from

whoever paid you verifying they do not want you to repay it.

Shared Mortgage:

By pooling your money and assuming a combined mortgage with a friend, relative, or family

member, you may increase your chances of purchasing by helping to acquire a bigger

deposit.

Although it offers a great chance to join the housing market without an upfront deposit,

borrowers should carefully consider their financial circumstances and the consequences of a

fixed-rate mortgage. Investigating options and consulting mortgage professionals like

Mountview Financial Solutions will enable one to decide on the most appropriate mortgage

with knowledge. To get more details about residential mortgage, follow us on Facebook, X

(Twitter), Instagram and GMB.
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