
 
Frequently Asked Questions  
 
First Home Owner’s Grant  
 
The First Home Owner Grant (FHOG) was implemented on July 1 2000 by agreement of the 
Commonwealth, States and Territories, to help offset the impact of the introduction of the Goods and 
Services Tax (GST). Each state and territory is responsible for administration and approval of the 
FHOG in their corresponding area. Each state has its own scheme, some involving boosts for new 
home constructs.  
 
To find out more about the FHOG in your state visit the Australian Government FHOG website at 
www.firsthome.gov.au 
 
As an additional free service, Integrity-Innovative Loan Solutions will assist with your FHOG 
application and submit it to the lender to process on your behalf. We make the FHOG application 
process as easy as possible for you by looking after completion of the bulk of the application.  
 
Stamp duty  
 
Stamp duty is a tax which is imposed by the government on certain transactions. Stamp duty is paid 
on mortgages, motor vehicles, insurance, land and property. 
 
For further detailed information on Duty in your state, visit the Australian Taxation Office website to 
view all State and Territory revenue office contacts and links.  
 
Integrity-Innovative Loan Solutions recommends that you always seek professional advice before 
entering into any contract. The information provided above regarding Stamp Duty and the FHOG is to 
be used as a general guide only, and should not be used as a substitute for professional advice.  
 
At Integrity-Innovative Loan Solutions we are happy to assist you with Stamp Duty and FHOG 
applications.  
 
Lenders’ Mortgage Insurance 
 
Lenders’ Mortgage Insurance is common amongst many borrowers, but particularly with first home 
buyers. It allows individuals to enter the market with a smaller deposit than usually required. This is a 
benefit to them as they can borrow much higher amounts, made possible with the Insurance.  
 
Lenders’ Mortgage Insurance (LMI) protects the lender, because they are taking a greater risk by 
lending the borrower a higher percentage value of the property. LMI usually applies for loans over 
80% or more of a property’s value. LMI insures the lender against financial loss should a borrower 
default on a mortgage and the lender takes possession of the property to sell.  
 
 
The contract for the LMI is specified by the lender, the cost of LMI varies depending on the 
percentage borrowed, security location and size of the loan. 
 
The fee associated with LMI is usually passed onto the borrower in either a once off fee. The fee can 
be either paid upfront or on occasion be added to the loan amount and paid off over time. 
 
Your Financer Broker can provide an indicative cost of LMI based on your unique requirements. 
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What is a credit rating?  
 
The credit rating of an individual plays an imperative role in the approval of their loan, and how much 
they are able to borrow. Credit rating determines which type of loan you may be able to qualify for, so 
the better your credit rating is, the better chance you will have to be able to negotiate the loan. 
 
Your credit history shows when credit has been applied for previously, and for how much, as well as 
any overdue/ unpaid accounts or bankruptcy you may have had in the past.  
 
Before you apply for a loan, you can make sure your credit history is up to date free of charge, on 
mycreditfile.com.au . If there are incorrect details on your file, this gives you a chance to have them 
corrected and so improve your credit rating before it is assessed as part of your loan application. It 
also gives you an idea of how your credit history is, so there will be no surprises during the loan 
application process.  
 
Other things which affect credit rating are limits on credit cards, other loan repayments (e.g. car loan, 
student loan) and how often your report has previously been requested by creditors. Too many 
enquiries by creditors (e.g. when buying a car) may lower your credit rating. Loan approval is largely 
based on the percentage of your income which is used to pay off debts or other financial liabilities. So 
your chances of having your loan approved, or having a larger mortgage approved, are much better if 
you have less existing financial liabilities.  
 
What costs can I expect with my loan?  
 
There are a number of costs associated with all loans, and these should be fully investigated before 
committing to any loan. The cost of each fee associated with the loan should be familiar to the 
borrower, as well as when these fees need to be paid, and if they have the option to be rolled into the 
loan or if they have to be paid separately. Other costs to remember include the deposit for the loan, 
stamp duty, valuation fees and of course, the standard repayments on the loan (usually paid monthly 
or fortnightly, with the amount of the repayment dependent on the size of the mortgage.) Borrowers 
need to make sure they are aware of all the costs associated with the loan so that they can budget 
adequately, and will not get any surprises during the period of the loan.  
Some fees which may apply to your loan include:  
1. Application or establishment fees.  

2. Fees to lift repayments, make lump sum repayments, or repay the whole loan early. (For fixed 
interest loans only.)  

3. Discharge fee. This fee sometimes applies when you payout your mortgage secured loan. 

4. Service fees. Usually charged monthly and used to cover administration and maintenance costs of 
the loan, as well as wages for staff, IT software or hardware etc.  

5. Bank solicitor’s fees.  

6. Fees to lock in specific interest rates. The interest rate of a mortgage may fluctuate between the 
time you apply and the time you settle, so you may ask the Lender to lock in the rate for a specific 
period. Sometimes there are fees associated with this service.  

7. Fees if extra money is borrowed on the mortgage once it has already been established.  

8. Loan Mortgage Insurance. Charged generally when a loan exceeds 80% of the value of the 
security. Can be paid upfront and on occasion be added to the loan. 
 
Which of these fees apply, and how much they cost, depends on the lender, broker, and the loan 
product chosen. The borrower should be aware of these fees and if they apply to their loan, before the 
settlement of the loan. We will provide details of applicable fees at the time of application.  
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What are comparison rates?  
 
Comparison rates in Australia were introduced in July 2003 to help home buyers consider the true 
cost of different types of loans. All lenders must disclose a benchmark comparison rate in their 
advertising of all home and personal loans.  
 
To many people, sometimes honeymoon loans look like a great option due to the lower initial interest 
rate. However, often if they are compared to other loans on the market, they can actually work out to 
be substantially more expensive than other loan products in the long term. Comparison rates help the 
buyer to think about the long term cost of their loan. By combining relative fees and interest payments 
and showing them in one rate, this helps the borrower to assess which type of loan best suits them 
and their circumstances.  
 
Budgeting… Do I need to do it? 
 
 Budgeting allows spending to be kept track of. Anyone can benefit from budgeting, as it helps the 
individual to allow money to be put away each month for a deposit to cover the costs of owning your 
own home. Having and sticking to a budget may increase the individual’s chances of getting a 
mortgage approval. 
 
 A structured and regular savings pattern is established which makes the loan application stronger, 
therefore increasing the chances of the application being approved by the lender. New homeowners 
need to budget for bills and utilities such as water, rates, and electricity, as well as allowing for any 
unexpected expenses such as those for repairs, replacement or maintenance.  
 
This is often a struggle for new homeowners as when renting, paying these bills is not the 
responsibility of the tenant.  
 
Budgeting allocates an amount of money the individual is aware of, and that they are then able to 
spend per month. This means they are less likely to build up huge debts on non-essential items which 
they cannot repay.  
 
Some tips for implementing a monthly budget include:  
 
1. Record all daily expenses (no matter how small) for a month. Include groceries, car fuel, lunches, 
clothing, entertainment etc.  

2. Identify all considerable regular monthly expenses such as rent, electricity, phone, car loan, 
insurance, childcare, credit card bills, education costs etc. Calculate an average total you need to set 
aside to pay these expenses each month.  

3. Calculate your monthly after-tax income. Include in this figure wages, bonuses, tips, investment 
income and any government allowances (e.g. child support, pension etc.)  

4. Compare your expenses and savings with your net income. Look for ways you can minimise your 
expenses and increase your savings. Often non-essential areas such as entertainment, clothing, and 
dining out can be cut down. Also, reducing the number of credit cards you have helps to manage 
finances.  
 
Once you have created your budget and consolidated an increase in your savings, it becomes easier 
to make plans for the future. The more you save each month, the faster you can buy or improve your 
home. Saving each month for an emergency fund is also useful as it can provide extra peace of mind 
in case an accident or unexpected circumstances occur.  
Repaying additional repayments on variable rate loans with a redraw facility is a great way of saving 
as you quickly accumulate available funds for possible redraw and save interest on your mortgage. 
Mortgage offset accounts work in a similar way. At Integrity-Innovative Loan Solutions we can explain 
which facility is appropriate to your needs.  
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Interest rates & rate changes 
 
Interest rates are controlled by The Reserve Bank of Australia. One of the major roles of the Reserve 
Bank is to try and keep inflation under control, and they do this by adjusting interest rates accordingly. 
The Reserve Bank meets eleven times a year and reviews the level of interest rates. If the price of 
goods and services are increasing too quickly, inflation will rise. 
 
If inflation is too high (the desired rate is less than 3% per annum) the Reserve Bank tries to reduce it 
by increasing interest rates. When interest rates increase, the economy slows down because there is 
less money left over to spend, which decreases demand, and therefore slows the economy and 
decreases inflation. 
 
The reverse happens if inflation is too low. The Reserve Bank will reduce interest rates to encourage 
more spending. The idea of this is to boost the economy and create more jobs, therefore increasing  
inflation. Announcements are made after meetings by the Reserve Bank Board, with a decision to 
either increase or decrease interest rates, or to leave them unchanged.  
 
Lenders will not always follow the RBA rate changes. Some lenders may change their rates by a 
greater or lesser extent. Your lender will provide advice of any changes to your loan rate. 
 
 
 
 
What is Equity? 
 
 Equity can be defined as the dollar amount of a property that is actually owned. For example, if your 
house is worth $300,000 but you have a $100,000 mortgage, the amount of equity in your property is 
$200,000. As your mortgage decreases, the amount of equity rises.  
 
 
 
 
Refinancing your loan 
 
 Refinancing can be a simple process which involves changing your existing loan from one lender to 
another. The mortgage market is very competitive, so lenders are frequently introducing new 
packages and offers. Often it pays to have your loan reviewed by your broker on a regular basis to 
take advantage of the best loan for your situation. Common reasons for refinancing include unlocking 
the equity in your home, consolidating debt, or to take advantage of a better interest rate.  
 
Refinancing often helps if you would like to invest in a property, but don’t have a large enough cash 
deposit, by potentially providing you with some of the funds required. Or, if you would like to add value 
to your home, unlocking your equity through refinancing may be one way to help finance renovations. 
Refinancing can also help with debt consolidation. If you have a number of debts such as personal 
loans, and credit card debt, it may be possible to move all your repayment commitments into your 
home loan through refinancing it. If there is sufficient equity in your home, refinancing to repay high 
interest debts may save you money.  
 
The other main reason people refinance their loans is to take advantage of a better interest rate. 
Often with uncertainty about interest rate rises, you may prefer to lock in a fixed interest rate for your 
loan, rather than be at the mercy of the Reserve Bank and have increased repayments in the future 
that you may not be able to cope with.  
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Buying a new home 
 
As a prospective buyer, it is important to be very thorough with your inspection of open homes. You 
don’t want to spend your hard-earned money on a home which isn’t exactly what you want and need. 
When going to open homes, do not simply skim through the rooms. As well as getting a “feel” for the 
home, you need to look at practical things as well. Are there enough power points, and are they in 
sensible locations? Is the condition of the carpet good, or will it need to be replaced soon? Is this 
house in a location close to the services (buses, schools, gyms) you need and use? Is the floor level? 
What sort of heating is installed?  
 
Small things like this are very important to be aware of, as if they are not appropriate, may require 
further expenditure. After having just spent hundreds of thousands of dollars on your new home, you 
do not want to have to pay to have the floor fixed, more power points put in, or adequate heating 
installed. Remember, this will be on top of the repayments you are already making on your mortgage.  
 
It is also a good idea, when in the market for a new home, to see how much similar houses in the 
area are being sold for. You can use this as a rough guide to know what you can afford, how much 
you expect to have to borrow, and if the house you are looking at purchasing is cheap, expensive or 
equally priced in comparison to similar houses in the area.  
 
We would recommend any purchaser includes a Building Inspection clause in their contract. A 
professional Building Inspector can unveil any faults and commonly unauthorized building works. 
 
What documentation will I need to provide? 
 
 To obtain loan approval, a number of documents may need to be provided, however the documents 
required vary depending on the lender and loan type. Common documents which are often required 
include proof of income (e.g. group certificate, pay advices), details of assets (savings, shares etc.), 
details of liabilities (other loans, credit card debt etc.) and proof of identity.  

 

For more information about any of these areas, or to organise your loan, please contact us. 
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