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&> Family Equity Guarantee — Avoiding
Lenders Mortgage Insurance (LMI)

Buying your first home can be challenging—especially when saving a 20% deposit. One way to fast-
track your purchase and avoid costly Lenders Mortgage Insurance (LMI) is through a Family Equity
Guarantee (also called a Guarantor Loan).

@& What Is a Family Equity Guarantee?

A Family Equity Guarantee allows a close family member—usually a parent—to use a portion of the
equity in their property as security for your home loan. This boosts your effective deposit to 20%,
removing the need for LMI.

How It Works — Example

e Purchase Price: $600,000

e Your Deposit: $30,000 (5%)

e Shortfall to Avoid LMI: $90,000 (15%)

Your parents could offer a limited guarantee of $90,000 secured against their home. The lender now
views your deposit as being the full 20%, so LMI is waived.

Benefits
e No LMI - Save thousands in upfront costs.
o Buy Sooner — Enter the market without waiting to save a full deposit.

e Full Ownership — The property is in your name only.
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. Things to Consider
e The guarantee is usually limited to the shortfall only (e.g., 20% of the purchase price).
e The guarantor's home is used as security, not cash.

e Once your loan balance reduces or the property increases in value, you may apply to
remove the guarantee.

o If you default, the guarantor may be required to cover the guaranteed portion.

e Guarantors are advised to seek independent legal advice before proceeding.

«# Is It Right for You?

A Family Equity Guarantee can be a powerful strategy if you:
o Have a steady income and good credit
e Are confident in making repayments

e Have a close family member willing and able to support you

Let’s chat if you'd like to explore how this could work in your situation, or if your family has questions
about their role and the process.
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