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Above Making the right
mortgage choice can help
tum your property into a
sound investment

CNOOSEe a mortgage

You've decided to take the plunge and invest your
hard-earned cash in that dream property in Florida; now
how do you go about financing it? Market gurus Lesley

Dolby and Alfonso Muelle offer some expert advice
on how to find a mortgage that’s right for you

c you've found your dream haliday home or galden
S nest egg in your favourite part of Ficrida and worked out

how you're going to manage it and market it for rentals.
Next job is simply to raise the monsy to go ahead and buy it. In
America, British citizens have a number of oplicns open to them,
s0 it's worth taking the time to lock at each one carefully, before
deciding which route to take.

Many UK buyers are intimidated by the mortgage toan
process in the United States, whereas some simply don't realise
they can easily obtain a mortgage here. Contrary to common
belief, the procedure for foreign nationals is a very simple one,
and in Florida it is usually easier to approve a foreign national
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buyer than it is to approve a US citizen! So, whether you
choose to go for a US mortgage, a sterling mortgage, or to
sort out the finance at home in the UK, it really comes down
to a matter of personal preference and comfort level, as each
methed is equally suitable for most property buyers, and each
has its pros and cons.

OPTION 1: US MORTGAGES
The US mortgage loan application process usually comes down
to one simple requirement, which is documenting your source of
funds. After 11 September 2001, the US Government enacted
The Patriot Act, part of which monitors any transactions related
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1o transfer of funds into the United States. This act is mainty
geared towards the containment of funding of terrorism and
money laundering activities; so every fereign buyer now needs to
dacument the paper trail involved in the transfer of funds into the
country to be used for property purchases.

Therefore, in order to secure a US mortgage loan in Florida.
all that is required from you is that you cpen a US bank account,
have a valid passport and that you properly dccument the crigin
of your funds to be transferred, or have these funds in ycur US
bank account for over 60 days prior to your purchase. If your
furds are coming from an equity advance on your residence in
the country you live in, alf you need to submit is a copy of your
loan agreement, which states the terms of your loan. The total
funds you would be required to docurnent would ke your down
payment, settlement charges and six months’ ‘reserves’ - this
is a total of six months’ worth af mortgage payments for your
intended property.

The minimum down payment for a US mortgage is 20 per
cent of your total purchase price. At this level, you would be
required to certify your eamings by means of an employment
letter, or in the case of seif-employed individuals, a letter from
your accountant, examples of which may be obtained from your
mortgage broker. For self-certfficatian at this level, you can add
an additicnal half a per cent to your interest rate. With a 25 per
cent down payment or more, there is no additional charge to
your interest rate for a self-certification loan. Settlement charges
usually work out around five per cent of the loan amount. You
will also need to show the lender that you have six months’ of
reserves in your US bank account prior to closing.

Many mature UK buyers ask if they are too old to get a
US mortgage. The answer is “no”, because the lender is not
concerned with your age; only that the property on which they
are lending the money is worthy of a loan and that you have
either sufficient personal equity in the property, or the means to
repay the loan in a timely manner.

There are several loan programmes available in the US,
including variable rate, fixed rate, interest only and even a
minimum payment option at a payment rate as low as one
pear cent; many buyers choose this option for short-term rental
properties, where the revenues fiuctuate according to the
seasons. For that reason, the payment option plan has proven
to be the most beneticial, due to its payment flexibility, allowing %
you to select your payment option according to your cash flow. Som e
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e proparty, your personal comiort level and your current and
estimated future financial situation, feel more
B in control
GES with

Phato: Comslock Images/Atam

'OPTION ERLING MORTGAC
if you'd much rather make your payments in sterfing in the UK,
there is the option of applying for a UK mortgage. This type of
mortgage loan allows you to make your mortgage payments in payments
the UK for your property in the US, and a major advantage of this i
option is that you are not left vuinerable to the rate of exchange if
needing to transfer monthly payments. Of course, if your Florida

property rental income and expenses are all in US dolars, both

going into and out of your US bank account, then there wilt be

sterling

no need to transfer funds from the UK and the exchange rate will Above Found 2 house? Time ;? N
not be an issue. However, in these circumstances some psople tosortouta morigage B
still just feel more in control and more comiortable and famifiar Right Secure a martgage deal ;
with sterling payments. b that's right for you and refax. £
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Above Consider your
mortgage options thoroughly
before sealing the deal
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UK mortgages. sometimes referred to as sterling loans
or British mortgages. offer a variety of loan schemes, which
are subject to the UK variable base rate. You can choose a
programme where you put 20 per cent dowin with full income
certification, and 25 per cent or more down fer seif-certification.
This type of mortgage is attractive to many UK buyers for a
number of reasons: there are no early redemption cenaliies
and no mortgage repayment ressrves required; no lien on UK
property (the right to hold a property by a third party untit the
debt is paid); gifts from famity members for down payment are
permitted: there is an interest-oniy option on all products for
the entire term of the ioan; and you have the option of payment
holidays, subject 1o conditions.

Interest rates are fairly similar for both US and sterling
mortgages, and in many cases there is little difference between
the two. It is more a matter of perscnal preference than anything
else. Both types of loan use the US properiy as coliateral. The
value of the property for loan purcoses will be determined early
onin the loan process, when the lender orders an apgraisal
(valuation) of the property. if you are seeking a 75 per cent loan,
the lender will loan 75 per cent of ine lowest aocraised value or
the contract price.

Some people feel more uomfor‘c.b'e ralqmg tne fmds ihrougn
equity in their own UK home, or through scme other method of
financing at home, then transferring the funds over to Florida; in
effect paying cash for their Florida property. With this method,
the UK property, not the cne in the US. will e the one used as
coflateral for the loan.

For both US mortgages and sterling mcrigages. the interest is
tax-deductibie against any rental income cn your US tax return.
This is not true for loans financed in the UK however, so if you
are planning on renting your procerty in Florida cut, you vell - v7
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Decide whether you’d prefer to use your US propert:,
or your UK property as collateral for your loan. If you
choose your US property, then you can go with eithe
the US mortgage or the sterfing mortgage..

Determine if you are more comfortable with making
payments in the UK in pounds sterfing, or whether yc .
would prefer to make your payments in US dollars, frc
your US bank account.

% If you plan on renting out the property, your income

will probably be in US doflars and should be enough : -
cover the mortgage payments from the same US bar-
account. If you don’t plan on renting out the properts.
then you need to make sure you have enough funds -
your US bank account to pay for a US mortgage.

For a US mortgage, make sure you are able to
document a clear paper trail for the funds you will be
using for the programme’s down payment, closing
costs and six months' reserves. Having your funds
already in place in a US bank account, at least 60 da.
prior to even starting the loan application, will simpli.
the loan process.

= Rely on your real estate agent to recommend you to =

reliable mortgage broker or lender.

Comply as quickly and precisely as possible with the
requests for any documentation when required. Any
_hesitations wilf usually result in a delay in the loan
processing. which can have severe cdnsequences or
the contract.
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Abaove If you plan to rent out

your property, there
wilt be tax impiications
for your mortgage

Right Release the burden of
your mortgage nitty-gritty
by relying on a trusted and
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aexperienced broker

need to give this special consideration. Yeur US net income will
e much higher if ycu chese this option, almost certainly causing
a much higher tax liaoility.

If choosing a US or sterfing mertgage, the merigage croker

or lender must be licenced with the Florida Office of Financial
Regulation. These days. there are hundreds of people prysically
licenced. alt promising the earth. However, one must use
common sense and if going it alone, you need to compare
apples with apples when looking at what is being offered. As
with your cheice of real estate agent. it is exiremely imocortant
that whoever is working cut your loan is exgerienced in working
in the market where you are buying your preperty, with the

type of property vou are buying, and sspacially in working with
foreign nationals. Many people have a iicence, but not many
people have the right qualificaticns or necessary excerience and
knowledge to help you.

The very best advice we can give to any potential lcan
corrower is to rely on the recommendation of your rezl estate
agent. Most experienced real esiate licencess will have teen
working for a long time with tied and iested merigage orokers
and lenders, who work well with them as a ieam. There are
many pitfalls that an experiencad raa! estate agent and micrigage
team can help you avoid. ¥
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Lesley Dolby is a partner of
Dolby Properties inc, Ortando,
and is a certified international
property specialist (CIPS) and
certified cammercial investment
member (CCIM).

Tel: 001 407 352 3664
www.dolbyproperties.com

Alfonso Muelle is the
president and principal broker
of international Financing
Consuitants, a duly licenced
correspondent mortgage lender
in Florida.

Tel: 0871 780 1677
www.financeandsales.com



