YOUR GUIDE TO THE NEW

Help to Buy
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WELCOME
Welcome to your WhatHouse? guide to the NEW Help to Buy scheme.
Getting on the property ladder can be stressful and the range of
buying schemes can seem overwhelming to new buyers.
At WhatHouse? we're here to help you navigate your way through
the process by providing you with all the information and tips you'll
need to buy your first home.
You may have heard that the UK Government has ended the old
Help to Buy scheme and has put a new scheme in its place.
This guide will explain what the new scheme looks like and which
new rules have been introduced, to help make buying your first
home an absolute breeze.
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WHAT IS IT?
The new version of the government’s Help to Buy scheme in England
was launched on 1 April 2021 and is open to first-time buyers of new
build homes only, until 2023.
It is designed to make a first step to homeownership more
affordable by only requiring the buyer to pay a deposit of 5%.
The government provides an equity loan of 20% of the price (40% in
Greater London) leaving the buyer to get a mortgage for 75% of the
purchase price (55% in Greater London). You retain 100% ownership of
the home.

HOW LONG IS THE LOAN?
The equity loan can be for up to 25 years and will need to be paid
back as a proportion of the price when the property is sold.
It is interest-free for the first five years. From Year 6 onwards, the
monthly interest of 1.75% will be applied and is re-calculated every
April in line with the Consumer Price Index (CPI) inflation rate at the
time, plus 2%.
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WHAT IS IT?
The new version of the government’s Help to Buy scheme in England
was launched on 1 April 2021 and is open to first-time buyers of new
build homes only, until 2023.
It is designed to make a first step to homeownership more
affordable by only requiring the buyer to pay a deposit of 5%. The
government provides an equity loan of 20% of the price (40% in
Greater London) leaving the buyer to get a mortgage for 75% of the
purchase price (55% in Greater London). You retain 100% ownership of
the home.
The equity loan can be for up to 25 years and will need to be paid
back as a proportion of the price when the property is sold. It is
interest-free for the first five years. From Year 6 onwards, the interest
of 1.75% is payable monthly and is re-calculated every April in line
with the Consumer Price Index (CPI) inflation rate at the time, plus 2%.

You can make repayments
to the loan at any time but
they must be at least 10% of
the home’s current market
value and will require you to
pay for a survey.
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HOW DO I USE IT?
To use the scheme, you’ll need to use a Help to Buy mortgage but
there are a number of major lenders offering these, so you will have
a choice.
Help to Buy has been very popular since its original launch in 2013.
The latest government figures (to 31 December 2020) show that over
313,000 purchasers have used the scheme, 82% of them first-time
buyers.
One of the major advantages of the scheme is the need to save a
much smaller deposit – typically, first-time buyers will need a deposit
of 20% or more of the value of their new home. Saving 5% is easier to
achieve and can be done in a much shorter time frame.
With most mortgage lenders offering between three and five times
salary, requiring a 75% mortgage with Help to buy means that a you
don’t need to be earning as much as you would for a higher
percentage loan.
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LET'S BREAK IT DOWN
Here’s an example of purchasing a new build home with Help to Buy:
Purchase price of the new home - £200,000
Deposit required (5%) - £10,000
Help to Buy equity loan (20%) - £40,000
Mortgage required (75%) - £150,000
Depending on lender, this would typically require the borrower(s)to have a single/joint
income of somewhere between £30,000 and £50,000 per annum.
Monthly interest payable years 1-5 - £0
Monthly interest payable year 6 - £58 (£40,000 x 1.75% = £700 ÷ 12)
Monthly interest payable year 7 - £61 (assuming CPI rate of 2.4%, plus 2%)*
Monthly interest payable year 8 - £64 (assuming CPI rate of 2.4%, plus 2%)*
*Correct at 5 August 2021

Repayment in part or in full is based on the market value of the home
at the time of repayment, whether it be higher or lower. So for the
example above:
Purchase price of the new home £190,000
Help to Buy equity loan (20%) £40,000
On repayment date, value of home has increased to say £220,000:
Repayment in full = £220,000 x 20% = £44,000
On repayment date, value of home has decreased to say £220,000:
Repayment in full = £190,000 x 20% = £38,000

www.whathouse.com

06

ARE THERE PRICE LIMITS?
While there is still no upper limit on your income to allow you to use
Help to Buy, unlike the old version of the scheme, the new one has
regional maximum property prices which qualify for purchasing a
new build home with the scheme.

REGIONAL LIMITS
North East - £186,100
North West - £224,400
Yorkshire and the Humber - £228,100
East Midlands - £261,900
West Midlands - £255,600
East of England - £407,400
Greater London - £600,000
South East - £437,600
South West - £349,000
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REMAINING RULES
Some rules remain the same on the new version of Help to Buy.
You must:
be a UK resident
be purchasing a new build home
not own any other property at the time of the equity loan
not rent out the home for buy-to-let purposes
generate enough income to keep up the mortgage repayments
The Welsh and Scottish governments have their own versions of Help
to Buy, and other buyer assistance schemes.

Start your new home search today. View Help to Buy properties in
your area at www.whathouse.com
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