How Help to Buy
Works: A Guide
to Buying

What are the
Help to Buy
schemes?
The Help to Buy schemes include Help to Buy: Equity Loan and
Help to Buy: Shared Ownership, which can help first-time buyers
purchase a new-build property. These have been brought in by the
government in order to help more people get on the property

Help to Buy: Equity Loan

Region

Price cap for Help to Buy
Equity Loan scheme from
April 2021 to March 2023

North East

£186,100

affordable and can help give first-time buyers greater purchasing power.

North West

£224,400

The Help to Buy: Equity Loan launched in 2013, and since then, it has helped

Yorkshire &
The Humber

£228,100

East Midlands

£261,900

West Midlands

£255,600

East of England

£407,400

London

£600,000

South East

£437,600

South West

£349,000

The Help to Buy: Equity Loan is aimed at helping potential homebuyers who
are struggling to save for a deposit. The loan acts as a top-up to struggling
savers’ deposits, which in turn makes the initial cost of buying a property more

over 200,000 people.
With the loan, the government lends a buyer up to 20% of the cost of a
new-build property. Then, to buy the home, the buyer will only need a 5%
deposit and 75% mortgage. On the loan from the government, the buyer
won’t be charged any loan fees for the first five years. Through this scheme,
you’re only able to purchase a new-build property with a price up to £600,000.
However, from April 2021 to April 2023, there will be regional property price
caps based on local markets.

Source: HM Government

Help to Buy:
Shared Ownership

Who is eligible for the
equity loan?

The Help to Buy: Shared Ownership scheme provides first-time buyers

The Help to Buy: Equity Loans are available to both

and buyers who can’t afford to buy a property the opportunity to purchase

first-time buyers and homeowners looking to move.

a share of a home. The share will be between 25% and 75% of the home’s

You can’t own any other property when you

value. The buyer then pays rent on the remaining share. When they can

purchase a home through this scheme, and you

afford to, the buyer can look to purchase larger shares of the property.

won’t be able to rent the property out. However,
from April 2021 to April 2023, Help to Buy will only
be available for first-time buyers.
Keep in mind that you can only use this scheme
if you are purchasing a new-build property within
the set price limits. Additionally, you can only take
out a repayment mortgage to cover the remaining
percentage of the property value.

How does Help to Buy work?
To start with, you’ll need at least a 5% of the property’s value for the deposit.
The government will lend you up to 20%, or 40% for properties in London.
Then, you’ll need to borrow the rest from a mortgage lender. The Help to Buy:
Equity Loan from the government must be repaid after 25 years or earlier if you
sell the property. Additionally, you are required to repay the same percentage of
the sale price as the initial loan, meaning if property prices go up you could have
to pay back more than what you originally borrowed (subtracting interest).

Interest rates
For the first five years, you won’t pay any interest on the government’s equity
loan. In the sixth year of the equity loan, you’ll be charged 1.75% for interest.

Example

For the following years, the fees will increase by inflation based on the Retail

Years 1-5

no fees

Prices Index (RPI) plus 1%. This means in year seven and onwards you’ll pay

Year 6

1.75% of the loan

Year 7 onwards

1.75% + RPI + 1%

1.75% plus RPI plus 1%.
Because of these interest rates, it’s recommended to pay off the equity loan
within the first five years or as quickly as you can. Keep in mind that these
fees are just the interest and don’t go towards paying off the actual loan from
the government. If house prices rise, you’ll still only pay interest on the loan
amount.
Tip: Make a note of what date you bought your

These fees do not go towards paying off the government
loan. When you sell your home,or the mortgage is paid
off, you have to repay the equity loan plus a share of any
increase in the value. It works like this:

Home bought for £200,000, sold for £250,000

home so you’re prepared when the interest fees on

Increase in value

25%

the equity loan kick in. You will start being charged

Equity loan
repayment

£50,000 (£40,000 +
25% profit)

Mortgage

£150,000 (less capital
repayments)

five years and one day after completing.

How to apply for Help to Buy
To buy a property through the current Help to Buy scheme, the purchase needs to complete by 31 March 2021. The new scheme
with the restricted eligibility requirements will begin from 1 April 2021. For those interested in signing up for the new scheme,
it’s anticipated that you’ll be able to start making reservations from autumn.
The Help to Buy schemes are run by Help to Buy agents who are appointed by Homes England. A local agent can help you go
through the options available and explain more about the eligibility and affordability criteria. They also have the authority to give you the
go-ahead for you to purchase a property through the equity loan scheme. For more information, find your local Help to Buy agent here.
Look for new-build developments that are using the Hep to Buy logo and ask them about the scheme. Salboy is a property developer
registered with Help to Buy and has a few property developments that are available under this government scheme.
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