
How Much Deposit Do I Require for a
Buy-to-Let Mortgage?

Despite an increase in stamp duty in 2016 and a change in how the taxman calculates the earnings of
investors who rent out the property for profit, the buy-to-let (BTL) landlord industry is still thriving.

But what kind of down payment is required in 2019 to get a buy-to-let mortgage? Most people
believe you'll need at least 25% of the buying price, but this amount may be less with the
appropriate guidance. And we're frequently asked if the market is still open to professional landlords
with a portfolio of hundreds of homes as well as casual investors with a few dwellings.

How Much Deposit Do We Require For a Buy-To-Let Mortgage?

For those looking to engage in the British real estate market, banks and specialised lenders are still
interested in providing buy-to-let mortgages in the UK. Most lenders will even take buy-to-let
mortgages with a sizable deposit of 30–40%. Some people will consider a BTL mortgage with a
20–25% down payment.

And a select handful, under the appropriate conditions, can even provide buy-to-lets with deposits as
low as 15%. The requirement for greater investments means fewer lenders are offering buy-to-let
mortgages in Scotland, so it's important to get the proper guidance from one of the knowledgeable
brokers we partner with.

Estimating How Much You Can Borrow On a Buy-To-Let
Mortgage:
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How much you can charge as rent determines how much money you can borrow for a buy-to-let
mortgage. Additionally, lenders prefer it if the monthly payment is much larger than the average
rental revenue.

The person's tax situation determines the exact sum. Due to modifications made by the Prudential
Regulation Authority (PRA), higher-rate taxpayers will require a greater portion of their rental income
to cover their mortgage and rising tax obligations. It is related to an interest coverage ratio (ICR),
where lenders usually demand that rent cover mortgage payments vary based on interest computed
At 5.5%.

Higher-rate taxpayers require more coverage than this, whereas lower-rate taxpayers require a
minimum of 125%. The limit for higher rate and upper rate tax calculations, as well as for instances
they deem riskier, can depend on different lending policies. For example, monthly interest payments
on a £200,000 buy-to-let mortgage with a 5.5% interest rate would be £917.

Also Read: What is Buy to Let Mortgage and How it Is Work?

What Kind Of Deposit Will Be Accepted By Lenders As Proof For
a Buy-To-Let (BTL) Mortgage?

Getting Funding From a Different Asset:

Professional landlords can set up their firm as a buy-to-let Ltd company, which can lower taxes for
portfolios with many properties and use one or more of their existing properties as a down payment
on a new mortgage application.

House of Multiple Occupants (HMO):
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For HMO homes, lenders sometimes need larger deposits from landlords, but under the right
conditions, they can take a smaller deposit—in some cases, levels as low as 15%.

Bridging Loan for a BTL Deposit:

When a landlord needs to act swiftly to acquire financing for a property that must be repaired before
renting out, bridging loans can be used for a buy-to-let deposit.

The funds available can be used to purchase the home and cover the renovation cost. These funds
are often based on the Gross Development Value, or how much a property will be worth after all
work is finished. Expert brokers can also find agreements that immediately convert to a buy-to-let
mortgage after repaying the bridging loan.

Also Read: Buy To Let Mortgages – Ultimate Guide to BTL Mortgage

Builder Deposit Incentives:

For a buy-to-let deposit for a property that is a part of a new build development, specific lenders
may also accept a builder's deposit. Investors like these transactions since a builder is paying the
deposit.

However, except for a few specialised lenders who can count it as part of the total investment, most
lenders only accept this as a reliable source of deposit and require the borrower to put up their
commitment (usually needed at least some of their cash).

Using a Gifted Deposit:

The experts we deal with can find buy-to-let mortgages from lenders who accept gifts or low down
payments. Gift deposits come in two varieties: gifts from members of the near family and gifts from
distant relatives.

Deposit Gifted From Family:
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Generally, a spouse, parent, grandparent, sibling, child, or grandchild is considered an immediate
family member. However, check with a consultant first to see which lender definition best fulfils your
needs for a buy-to-let mortgage.

Conclusion:

Mortgage brokers usually specialise in getting mortgages, so their connections and knowledge are
outstanding. Hire Mountview Financial Solutions as they handle this process because they can scan
the entire market on your behalf and frequently uncover deals that aren't open to the public.
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