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what do lenders look
for in an application?
WHEN LOOKING AT LOAN APPLICATIONS, LENDERS EXAMINE 
WHAT WE COMMONLY REFER TO AS THE THREE CS.

capacity character collateral

What do you earn and what 
you owe?

A lender requires information 
about your income, including 
your salary, self-employed 
income, Centrelink payments, 
investment income etc.

They also look at your expenses, 
including regular f inancial 
commitments like loans and 
credit card repayments, as well 
as general living expenses.

Borrowing capacity differs
between lenders. At Evolve 
Loans, we search the market 
for the lender that best suits 
your situation.

When a lender considers your 
character, they’re looking to 
ensure you are reliable, stable, 
and consistent.

They factor in indicators like your 
employment history, your credit 
history, and the length of time 
you have resided at current and
previous locations.

Collateral sees the lender look 
at what equity you bring to the 
table. They will need to ascertain 
the value of the property you’re 
buying to determine its worth, 
and will also consider what 
deposit or equity is going into 
the deal.

Tip: There are numerous ways
to provide equity…read on!

EVOLVE TIP Try to rein in 
discretionary living expenses 
(such as money spent on
regularly dining out) before 
applying for a loan.

EVOLVE TIP Your credit 
history goes a long way 
towards your character. It’s
important to show you 
consistently make loan
repayments on time.
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deposit/equity 
options
There are many ways to provide a deposit or 
equity when purchasing a property.

THESE INCLUDE:

•	 Savings
•	 A gif t
•	 First home owner’s grant
•	 Family guarantee/family equity Loan
•	 Equity in existing property

If you are looking to borrow more than a certain 
percentage of a property’s value, most lenders 
will want you to satisfy their genuine savings 
requirement. That threshold varies from lender to 
lender.
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deposit/equity 
options

TO SATISFY THE GENUINE SAVINGS 
REQUIREMENT, YOU CAN

1 + +2 3
Ensure you have 5% of the 
purchase price held in savings 
or have built up 5% through 
your income over a minimum 
three-month period. For 
example, if you are looking to 
purchase a $500,000 property, 
you will need to show $25,000
in genuine savings.

Provide a satisfactory rental 
history with a real estate agent. 
This history must indicate regular 
rental repayments for a minimum 
of three months. The lease must 
be in the same name as the 
borrowers applying for the loan.

Draw on additional repayments 
you have made on loans such 
as car loans and personal loans. 
These repayments must be in
addition to your minimum 
repayments and must be able to 
be redrawn.

NOTE there are options for low deposit home loans with no genuine savings!
Call the team at Evolve to f ind out more.
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deposit/equity 
options

gifts first home
owner’s grant

equity in existing 
property

Any gif ts that are to go towards 
the purchase of a property 
are usually nonrepayable,and 
lenders often want the gif t 
provider to sign a letter to that 
effect. If the f inance provided 
is not a gif t, but rather a loan, 
the lender will need to confirm 
the loan terms, so this can be 
taken into account to calculate 
the borrowing capacity of the 
mortgage applicant.

The First Home Owners Grant 
(FHOG) can be used towards 
the purchase or construction of 
a property, however, it does not 
count towards the 5% genuine
savings you may be required
to show.

Evolve Loans can arrange
your FHOG in conjunction with 
the lender to speed up the 
f inance process.

Using equity in existing property 
is a popular way to fund the 
purchase of another property, 
but it’s important you get the 
loan structure right.

Where possible, we recommend 
you avoid cross-collateralising, 
where a loan is secured against 
numerous properties. Instead, 
you can gain better clarity 
and future f lexibility by having 
individual loans for each property.

When investing, you want an experienced broker who is also an 
experienced property investor on your side, working with you to maximise 
your borrowing potential and ensure you achieve your goals.

EVOLVE TIP
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deposit/equity 
options

family guarantee or
family equity loan

A Family Guarantee or Family Equity Loan is a 
common way for parents to help their children 
purchase a property, without the need to 
transfer cash. It can be a great way to get into 
the property market without having to satisfy a 
genuine savings requirement, while also avoiding
Lender’s Mortgage Insurance.

HOW IT WORKS - Also known as “Security
Guarantor”, the guarantors provide equity in 
the property, however they do not guarantee 
the repayment of the loan. In other words, the 
borrower must f irst illustrate they can service 

the loan and, if they miss a repayment, the bank 
will not tap on the shoulder of the guarantor. 
The guarantee can also be secured against 
aterm deposit on a dollar for dollar security if 
that suits.

At Evolve, we believe that Family Equity
Loans should only be set up under a limited
guarantee situation where 80% of the debt is
secured against the borrower’s property and
a maximum of 20% is guaranteed against
the guarantor’s property.

PURCHASE PROPERTY GUARANTOR PROPERTY

$400K $600K

80% $320

•	 Debt level can’t surpass 80% of value on either property
•	 As soon as the purchase property increases in value and or the debt is run down to 90% or 

less of the value of the purchase property the guarantor property can be released
•	 Subject to banks lending criteria

20% $80K existing loan
Max Loan for example $400k
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lender’s mortgage
insurance –
What is it?

lender’s mortgage insurance

Lender’s Mortgage Insurance (LMI) applies 
when the loan is greater than 80% of the value 
of the property.

LMI is an insurance that protects the lender,
not the borrower. If a borrower fails to repay
the mortgage and the lender is forced to 
repossess and sell the property at a loss, the
insurer will pay the bank that loss and chase
the borrower for that amount. The catch is,
the borrower has to pay for the LMI.

Like all insurance, LMI has a premium. This
cost is based on the Loan to Value Ratio of
the loan, and the loan amount. LMI is paid
only once at the start of the loan term, and it
differs between lenders.

Evolve Loans can show you which lender
would best suit, should you require Lender’s
Mortgage Insurance.

Lender’s Mortgage Insurance can help you get a loan if you have less than 
a 20% deposit.EVOLVE TIP

ACCESS TO OVER
45 LENDERS

80% = $320K
No Lender
Mortgage

Insurance needed

95% = $380K
Maximum you 
can borrow

$400K

95% $380K

80% $320K 

100% Home Value
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loan
process/timeline

During the loan application
process, a day can feel like
a week while waiting for 
approval. Lender turnaround
times can vary depending on
their current volumes and
the quality of the application
submission.

EVOLVE TIP

Ensure you check with
your broker before signing a 
contract to allow ample time 
for f inance approval and
settlement. If delays are 
experienced, we will
co-ordinate any necessary 
extensions on your behalf
with your solicitor/
conveyancer.
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Initial meeting

Loan comparison &
lending solution

Receipt of all requested
documents & order
valuation on properties

Submit loan application

Conditional approval
from lender

Unconditional Approval
- Celebrate!

Mortgage documents
received to sign & return

Documents arrive
back at lender

File is certif ied from the
lender ready to book
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Settlement - PARTY!
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how does a construction
loan work?
Building a new home is an 
exciting process and can be 
very rewarding. While lenders
assess the loan applications 
on existing homes and 
construction using the same
criteria, the loan repayments 
work differently.

During the construction phase, the building will be covered 
under the builder’s insurance. You only need to take out house 
insurance just before you get the keys to your new pad!

EVOLVE TIP

During the 
construction period,
repayments are
interest-only and
are taken out on a
monthly basis

Interest on a loan is
calculated daily and
charged monthly on
your drawn balance

If a payment 
is made to the 
builder, then your 
loan balance will 
increase and so will
interest on your loan

Once the f inal 
payment is made 
to the builder, the 
loan reverts to a 
”normal“ loan

A good way to estimate your monthly repayment during construction is:

Loan Balance x Interest Rate = Yearly Interest / 12 = Monthly Interest

eg. $250,000 x 4% = $10,000 pa / 12 = $834 pm

Note the lender will not advise you what your interest payment will be as they
can’t control when funds will be paid to the builder.
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loan and lender
options
At Evolve, we have access to over 40 lenders
and around 4000 f inance products. Selecting
the right option for your circumstances
depends on a range of factors, including:

•	 Your personal f inancial and income position
•	 Your previous credit history
•	 Your intentions and use for the property
•	 Your future growth plans
•	 Your cash f low requirements
•	 Your desired interest rate and fees

We work with you to f ind a lender and a
product that matches your situation and
future growth plans.



12

loan and lender
options

THE DIFFERENT LOAN TYPES

A variable loan has an interest rate that
can move up and down with interest rate 
f luctuations.

•	 The borrower can make as many additional 
repayments as they like

•	 Additional funds can be redrawn

•	 Many offer an offset account which offsets 
the interest with savings or extra cash

IDEAL FOR Owner-occupiers, those with little
other debt, or those looking to pay more to
reduce their loan.

Fixed loans offer the borrower certainty that 
their repayments won’t change during the initial 
f ixed term.

•	 Fixed terms are available for between one and 
10 years

•	 Lenders may restrict the amount of additional 
repayments you can make and your ability to 
redraw those extra funds

•	 Offset accounts aren’t usually available with 
f ixed loans

•	 If you want to break the loan during the f ixed 
period, you will incur a higher break fee

IDEAL FOR Those working to a set budget
or people seeking clarity about their expenses.

variable loans fixed loans
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loan and lender
options

REPAYMENT STRUCTURES

This type of loan is structured so you can
pay it down eff iciently. It sees interest and
the actual loan paid back each month to
reduce the debt over time.

•	 Almost all owner-occupied home loans are 
principal and interest

•	 A lot of investors are also now opting for 
principal and interest to build equity in their 
properties

Interest-only loans see only interest paid during 
an initial period. The actual loan amount is not 
reduced during this time. After the interest-only 
period expires you are then required to pay 
down the debt over the remaining term.

•	 Interest only periods are available for one to 
f ive years

•	 Once the interest-only period expires, 
repayments will be higher than if you had opted 
for a principal and interest loan from the outset

principal and interest
repayments

Interest-only repayments

Principal and interest repayments vs interest only on a $300k loan over 30 years at 4.5%.

Loan Type Monthly Repayments Total Interest Over 30 Years

Principal & Interest Loan $1,520.06 $247,221

Interest Only loan 5 Years $1,125* $267,750

*Monthly repayments after the 5 year interest only period will increase to $1,667.50 per month.
With Interest only loan you will pay an additional $20,529 in interest over the term of the loan.

EVOLVE TIP Interest-only repayments can 
be a handy strategy, but you should ensure 
you will be able to easily meet the jump in 
repayments once the interest-only period ends.
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do I need a
pre-approval?

pros cons

Pre-approval is a preliminary 
decision by a lender that, all 
things being equal, they are 
happy to lend a borrower a 
certain amount. Obtaining 
pre-approval is often a good 
idea but not always necessary.

If you have pre-approval, it gives the 
seller confidence that your f inance 
is sorted, and you are a serious 
buyer. This could allow you better 
negotiating power when making an 
offer on a property.

Pre-approval is often given subject to the lender 
valuing a property and is not a guarantee a loan will 
be offered. Some lenders fully assess pre-approvals 
and some only skim the information.

Ensure you speak with your Evolve broker to 
understand how reliable your pre-approval is.

EVOLVE TIP

Even if you have pre-approval, any offer you make 
on a property should still include the “subject 
to f inance” clause until you have unconditional 
approval from the lender.
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tips to ensure
you are a “gold brick”
in the bank’s eyes

The quality of your loan application affects both 
the processing time and f inal result, and there are 
number of proactive steps you can take:

•	 TIDY YOUR ACCOUNTS

Ensure there are no overdrawn or over limit 
fees indicated in your accounts. Your income 
should also be clearly marked and your living 
expenses should match what you have declared.

•	 CHECK YOUR CREDIT HISTORY

Obtain a copy of your credit f ile to see how 
well you rate. It’s always better to know and 
explain any inconsistencies before the lenders 
look at it. Evolve can provide your credit 
history for you.

•	 APPLY FOR AS LITTLE AS POSSIBLE

Each time you apply, it is noted on your f ile as 
an inquiry. Only formally apply for a loan when 
you are sure it will proceed.

•	 SHOW A GOOD REPAYMENT HISTORY

Ensure your commitments, such as rent and 
loans, are paid on time.

•	 BUDGET

Know what you spend and trim it where
possible. Evolve can provide a good
template for you to use to track your
expenditure and budget accordingly.

•	 USE A QUALITY MORTGAGE BROKER

Use an experienced mortgage broker
who knows which lender will best suit
your individual needs.

At Evolve, we check over all of this 
information prior to contacting a lender. This 
ensures you get the answer you are after, and 
you understand what you are signing up for 
before you commit.

EVOLVE TIP Contrary to what you may have 
heard, it isn’t hard to obtain a home loan. 
Lenders just want to be satisf ied you can 
afford any loan, and the repayments are 
within your means.



what to do next?
If you’re looking to get into your f irst property or 
purchase another and are wondering what the next 
step involves, it’s best to ensure your f inance is in 
order before the house-hunting begins.

Understanding your position and borrowing power 
gives you a budget to work with that suits your 
lifestyle or goals. It also ensures you are in the 
strongest position possible to negotiate on a property.

CONTACT OUR TEAM OF AREA SPECIALISTS 
FOR HELP WITH YOUR REAL ESTATE NEEDS.

evo lve loans .com.au

SUTERSMITHCLEINE .COM.AU


