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Introduction

There are many lenders including banks, credit unions and non-bank 
lenders operating in the Australian property market and offering finance 
to purchase Australian property. 

Of these lenders, they will have many different loan products with their 
own features and benefits, some of which are more appropriate to different 
objectives. 

Navigating the finance and product options is time consuming trying to 
work out what is best for you. 

We find that clients often make the mistake of focusing too much on 
low rates without factoring in fees and charges, the loan structure, loan 
facilities or your future objectives with the property all of which influence 
the type of finance required. 

Of course everyone should aim for a competitive interest rate, however it 
is just one piece of the puzzle to consider.
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What's Your Objective

We find that the most important starting point for our discussions with 
clients is working out what their key goals are. 

Some key considerations include:

• Are you looking for a home within a certain school catchment area?

• How long do you plan to live in the property for?

• Is it an investment property for wealth creation or a future home for 
children once they reach university?

• How do you intend to research the market?

• Will you use a buyer’s agent for advice on location and purchase price?

• What’s your budget?

• How much deposit do you have and where is it coming from?

• What’s the timeframe for your purchase?

• Are there tax considerations to plan for?

Understanding the Finance Process

The process of obtaining finance can be complex and time consuming. 

Depending on your situation, you may need to transfer significant funds 
from overseas, liquidate other investments and receive appropriate tax 
advice at the same time as applying for a loan. 

Therefore it’s important to both understand the process and allocate 
sufficient time to apply for the finance before starting the house hunting 
process.

Buying a property is often via an auction process or private treaty and 
purchases often move quickly. Therefore it’s important to have finance pre 
approved. 

If you engage a buyer’s agent they will want a pre approval in place before 



3  Sydney - Loans & Mortgages Stoneturn

they start the process. Pre approval should be subject only to valuation of 
the property itself with no other conditions. 

These last for up to 3 to 6 months depending on the lender. It’s important 
to get a full pre approval which means it has been credit assessed by an 
actual person, not an online 20 minute generated pre approval which is 
subject to all conditions of verifying the application.

Pre -qualification & Credit Advice

As mortgage professionals we undertake a two-step process for our clients 
before lodging an application with a preferred lender.

Pre-qualification involves assessing your general borrowing capacity and 
funds available for a purchase. 

We then take the time to discuss all your finance requirements, how you 
like to manage your money, what your objectives are with the advice 
proposal which includes advice on the best lender to suit your individual 
needs and objectives, advice on loan structure, loan negotiated interest 
rates and lender comparisons. 

To proceed to full credit advice we request all your documentation required 
to submit an application. We use this information to meet our responsible 
lending obligations to you and assess the best lender and loan structure 
for you to review before we lodge the application with your preferred 
lender.

Documentation  Required from You

Most lenders will require evidence of your income, expenses, assets, 
liabilities and identification. 

Below is a general example of the information required, though it will 
differ from lender to lender.

• Detailed breakdown of all your ongoing living expenses
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• Two most recent and consecutive payslips

• Evidence of two years of bonus or commission income

• Most recent PAYG summary

• Day to day transaction account where salary is deposited - three 
months statements

• Evidence of deposit - three months statements

• Current home and investment loans for loans in Australia and overseas 
– six months statements

• Credit cards – three months statements

• Personal loans – three months statements

• Car loans – three months statements

• Passport and drivers licence

Application Lodged

To obtain a pre-approval you’ll need to lodge an application with a lender 
for them to review your current financial situation, complete employment 
checks and credit checks.

This is called credit assessment.

Credit  Assignment

Once the application is lodged with your preferred lender, they will allocate 
a credit assessor to review the application. 

The credit assessor will review your ability to ‘service’ a new loan facility 
based on their particular lending policies and guidelines. Service ability 
involves assessing your capacity to meet loan repayments and is influenced 
by a number of factors including:

• Income, including existing and prospective rental income

• Level of financial commitments (i.e. other debts)

• Number of financial dependents

• Total credit card limits.
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It’s important to note that banks use higher ‘buffered’ rates to assess your 
ability to service a debt. For example you may pay 4% p.a. on your existing 
or future loans but the rate the lender assesses your repayments at is 7.5% 
p.a. 

There is a significant amount of compliance and responsible lending 
obligations to be met so it does take time, especially for expats who may 
have income, expenses, assets and liabilities overseas.

Credit Scoring

Lenders will access your credit report which contains a credit score or 
credit rating to help assess whether they should lend to you. 

In Australia comprehensive credit reporting was introduced in September 
2018 where by banks and credit providers are obliged to detail information 
including:

• the type of credit products you have held in the last 2 years in Australia

• your usual repayment amount

• how often you make your repayments and if you make them by the 
due date.

It’s very important for expats who are new to Australia and therefore have 
a very limited credit history to ensure they maintain a good credit score. 

• You can improve your credits core by:

• lowering your credit card limits

• consolidating multiple personal loans and/or credit cards

• limiting your applications for credit

• making your repayments on time

• paying your rent and bills on time

• paying your mortgage and other loans on time

• paying your credit card off in full each month
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Pre approval

Once all the credit checks are completed and your application has been 
assessed, you will be issued with finance pre approval. 

This is valid for 3–6 months depending on the lender. It’s critical that you 
have a pre approval in place subject only to a valuation.

House Hunting & Purchase

Once you’re pre approved for finance, you can begin house hunting. You 
can do this either yourself or engage an experienced buyer’s agent to help 
you with the process. 

Once you’ve found your property you’ll need to complete a building and 
pest inspection if it’s a house or order a strata report if it’s an apartment. 
You’ll also need a solicitor or conveyancer to review your contract of sale. 

Costs Involved in the Purchase

We estimate the following costs associated with your purchase:

• Stamp duty, title registration, transfer of title fees –government charges 
payable by you

• Establishment fee – are estimated bank fees including application fee, 
valuation fee and settlement fee. A breakdown of actual bank fees 
payable will be included in the bank loan agreement for your reference.

• Legal costs – are estimated legal fees charged by your solicitor or 
conveyancer.

• Buyer Advocacy Fee – are estimated at 2.2%against the property value 
if you choose to engage a buyer’s agent.

• Lenders Mortgage Insurance – are estimated lender’s insurance 
premium payable by you if you borrow more than 80% against the 
property value.
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• Other/Sundries – are estimated additional costs that may be incurred 
i.e. council and water rates on settlement of the property, building 
reports, pest inspections and unforeseen costs.

Deposit Required

It is common place for most Vendors to request a 10%deposit when a 
Contract of Sale is signed. 

This can often be negotiated to a 5%deposit as most people have funds 
tied up in other investments or offshore which needs to be transferred to 
Australia, factoring in exchange rate movements and tax considerations. 
Therefore, you will need to have ready access to sufficient cash to fund 
this initial deposit.

Property Restrictions

Lenders will restrict the maximum amount they will lend based on the 
property’s value, not including any additional purchase costs such as 
stamp duty. Generally, lenders will lend up to 80% to 85%of a property’s 
value without Lenders Mortgage Insurance (LMI). 

Lenders will lend up to 90% to 95%with LMI (subject to maximum loan 
amounts). The higher the purchase price, the 

less they will lend against a property. This applies to properties generally 
over $2.5 million to $3 million. Lenders will take into consideration the 
post code you are purchasing in, with some restricting how much they will 
end against properties in particular post codes. 

There are also restrictions on the type of property you purchase, depending 
on the zoning and type of property.

Valuations
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You’ve now either located a property for purchase via private treaty or 
been the successful bidder at auction. 

To move from pre-approval to unconditional approval the lender may 
request updated evidence of your income, expenses, assets and liabilities 
so they can confirm your situation is unchanged from when the pre 
approval was issued.

They will also want to complete a valuation on your new property. Often 
clients think valuations are completed by the bank, instead they are 
companies which are independent of the bank however they are paid by 
the bank. The final report is sent to the bank for review, however the bank 
has no part in the assessment itself.

Banks have agreements with a ‘panel’ of valuers, and often there are 
different valuation companies servicing the banks depending on the 
postcode the property is located in.  

The actual ordering of valuers is completed via a centralised system and 
allocated to the valuation company who has the agreement with the bank 
for that post code. Many valuation companies are on the panel for multiple 
banks. 

This can sometime result in one company doing the valuations for up to 
three or four lenders in one area. So ordering a valuation with different 
banks can end with the same valuer and valuation.  

It’s also important to distinguish between the different types of valuations 
which are completed and for what purpose. There are essentially four ways 
a bank can assess the property value. They can complete a full inspection 
of the property internally and externally.  

Sometimes it is a ‘kerbside’ valuation where they drive up to the property 
and view it without inspecting it. Sometimes they do ‘desktop’ valuations 
relying solely on data analysis to come up with an estimate via software 
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programs. Or they will accept the signed contract of sale and agreed 
purchase price. The type of valuation is dependent on a number of 
internally decided factors by each bank. 

With a property purchase, their job is to value the property to confirm the 
purchase price, they are not there to assess whether you have over or 
underpaid on the property.  

Hence a valuation can’t be ordered by the bank until you have an agreed 
purchase price with the vendor or have purchased at auction already.

If you’re unsure about purchasing a property without a valuation we 
always recommend paying for your own independent valuation, these can 
be done through the same companies the banks use. 

Your own valuation can give you peace of mind though they can add up 
depending on how many properties you consider purchasing. Remember, 
every one at an auction is in the same position as you -the best they 
can do is a pre-approval subject to finance. A bank will still order their 
own valuation regardless of whether you’ve had one completed. It’s very 
uncommon for a property purchase to come in at a different valuation 
than the purchase price. 

What’s more likely is that the bank may not accept the property for a 
range of reasons, including if it’s in a flood zone, they already have too 
many apartments in one building or they deem particular postcodes too 
risky i.e. mining towns.

Bank policy with regards to the property itself can change dependent on 
how much you are borrowing or your overall financial situation or if you 
are a new to  bank customer. There are a multitude of factors which come 
together when a bank assesses whether to approve your finance. 

Delays with valuation delays the entire process
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One of the biggest delays to obtaining finance approval is caused by 
delays to the valuations. This is often caused by delays with accessing the 
property, usually by tenants. 

The managing or selling agent is contacted by the valuer to arrange a time 
for inspection.  

The agent then has to coordinate with the tenant for a time for access. It 
is at the discretion of the tenant when they allow access and we’ve seen 
instances where they have made the valuer wait over a week for access.  

The valuer then takes up to two days to return the report to the bank, 
where it then goes in to a queue to the credit assessor for review.

Unconditional  Approval 

Once the lender is satisfied you have met all their credit, servicing and 
property policy requirements they will issue unconditional approval of 
finance.  

Loan Documentation 

Bank documents will be generated by their solicitors including mortgage 
documents confirming the property over which the mortgage is being 
taken and loan contracts outlining the loan amounts, fees, charges, 
interest rates and terms. 

The loan contract is an offer of finance, the final terms of which are not 
negotiable. You will be required to sign and return loan documents to the 
bank. 

If all is in order, the bank will complete certification and issue instructions 
to our solicitor who coordinates and arranges for settlement to take place.
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Settlement

Settlement will be completed on the date specified in your signed contract 
of sale.

Your solicitor will manage settlement including booking the time and 
venue, providing you a list of all funds required (cheque directions), 
requesting access to your funds. 

Once settlement is complete, you will receive the keys to the property.

Post Settlement

As part of our ongoing service offered to clients, we check in annually to 
review their loans. 

This includes reviewing the interest rate to ensure the loan is still 
competitive with comparable products and loan structure. 

We negotiate with the existing lender on behalf of our clients as well as 
letting them know what their competitors are offering.  

We're here to offer clients on going advice on products and loan structure 
or helping to understand how to grow their wealth through investment by 
using property. 

Your Team

Given the complexity of investing in property, especially if you’re trying 
to coordinate it from overseas, it’s critical you have a team to provide the 
right advice and to simplify the process. 

Your team should include; an accountant, solicitor, buyer’s agent, financial 
advisor and mortgage broker who are experienced in working with both 
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expats and property to provide you with advice and guidance. 

Many people are unsure of where to start, and how much it will cost. If 
you don’t like, or don’t have time to ‘crunch the numbers’ outsource it.

This comes back to having a reliable team of advisors who can help 
you with strategy, tax planning, cash flow planning, budgeting and loan 
structuring.  

This is exactly what we do for clients, we help you work out your cash 
flow, your loan structure, how to get the right tax and financial advice and 
how to pick an expert team.  

Another obstacle is not knowing where to buy or how to properly negotiate 
again I always recommend people work with a reputable buyer’s agent. 

A lot of people mistakenly believe a buyer’s agent just does the house 
hunting leg work for you, but this is not where their value lies. They are 
worth their weight in gold as they will save you time and money. 

Most importantly they will help you find a quality property for long term 
capital growth and will know which properties are attractive to buy, which 
ones to avoid and what a fair price to pay is.   

So many people buy property based on emotion and it’s such a huge 
investment,   wrong property or overpaying for it. Invest in a team of 
experts for the best chance of long term financial success.



AT A GLANCE

• Obtaining a mortgage in Australia can be a complex and time consuming 
process with multiple lenders in the market offering hundreds of 
different mortgage finance products.

• Work out what your objectives are for buying a property, what do you 
hope to achieve?

• Obtain credit advice so you can understand your borrowing capacity, 
funds required, costs involved in the purchase plus decide on the best 
lender, loan structure and negotiated rates based on your situation

• Apply for finance pre approval with your preferred lender and understand 
the credit assessment and credit scoring process undertaken by lenders 
before you start the house hunting process.

• Once you have finance pre approval you can begin house hunting and 
making offers on property or bidding at auction

• It’s important to understand there are also restrictions on the type of 
property and location you can purchase.  A preapproval will be subject 
to a bank valuation once you find the property. The lender must also 
approve the property you are buying

• Once the lender has approved the property, they will issue unconditional 
approval of finance and send out loan contracts for you to sign.  When 
these contracts are returned, the lender will then be ready to finalise 
your purchase so you can formally take ownership of your new property.

• Given the complexity of buying property, it’s important to have an 
experienced team of property experts ready to assist you through the 
process.  Your team should include; an accountant, solicitor, buyer’s 
agent, financial advisor and mortgage broker.
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