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Understand the financiers

assessment process

Trgcs e
of =g ollatera
CfEd It 3) Capacity

WiiDOM

Understand the financiers

assessment process

Character
- Credit reference checks

- Credit card statements

- Existing loan statements

- Rates notices
- Does your asset position match your life story

(age, career/income, family etc)

ILOVE - Not every financier is the same Wi DOM

| KOVE 2 KKnowledge Source
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Comprehensive Credit Reporting

Client example — Late Credit Card Payments

08 Jan 2004 Open $7.000

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb
R R R 0 1 0 1 2 3 0 0 0 P P

R = Not Reported 1 =0-29 days overdue P = Pending
2 =30-50 days overdue
3 = 80-89 days overdue

Impact of Comprehensive Credit Reporting
~———

WiiDOM

REALESTATE

Comprehensive Credit Reporting

Client example — Late Credit Card Payments NEW CREDIT

Comprehensive Score REPO RT' NG
SYSTEM

IlwllllmlIlmllm"I“l"“mmllllm|||||||||||||||||i|||“W|||||W|||||||"|||||| ||||I|W|I”
=200 -100 o 100 200 300 400 500 600 T00 800 300 Al 100 12

000 1 00
Increased risk Reduced risk /

209% chance of adverse recorded at Equifax in the next 12 months

Score (Negative data only): VedaScore 1.1: 679

LIEVE WiiDOM

- Alerts

- Check your file at
www.mycreditfile.com.au

or get your Finance Strategist to
run your report for you

- Understand what the lenders can see and work
on strengthening your weaknesses

1 OVE

REALESTATE

WiiDOM

| KOVE
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Understanding the financier's

assessment process

Collateral

* How much Equity / Cash

do you have to start with?
» What is your asset/liability position

* Do you need higher LVR’s

if equity is low?

Lenders Mortgage Insurance

(LMI) can be the solution for

low collateral!

What does it cover?
When do you pay LMI?

How much does it cost?

Can it be transferrable if you refinance?
* When in LMI Territory — P & | will be expected

WiiDOM

» Ways to strengthen a weakness

(chunk deals, joint venture’s, savings
plans, vendor finance, etc.)

* List JV potential partners

« Search for seller finance or seller
JV deals

-« Family gifts/loans or family security

guarantee (Bank of Mum and Dad)

| KOVE 4 KKnowledge Source
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First Home Buyers

+ Stamp duty concessions available
+ Differ from state to state

First Home Loan Deposit Scheme FaUvERS

« Commenced 1t January 2020
» 2020-21 Federal Budget issued a further 10,000 places

for FHB building or purchasing new homes only
» Available to first home buyers with

o Single income of < $125,000

o Combined income of < $200,000
» Government will guarantee the part of the loan over 80%

LVR and will save paying LMI Wi DOM

Understand the financier's

assessment process

Capacity

- How much borrowing does your income buy you?
- How do we increase our capacity?

(JV’s, positive cash flow properties, increase your

PAYG income — even if short term)
- Reduce other commitments

(existing mortgages, personal loans, credit cards etc)

WiiDOM

Borrowing Capacity
Sample Scenario: Income of a couple $80,000 and $40,000

Borrowing range from $790,000 to $870,000

Add a:

» $20k credit card - borrow $670,000 — $740,000
» $50k credit card - borrow $480,000 — $530,000
* 1 kid (no credit cards) - borrow $740,000 — $815,000
» 2 kids - borrow $690,000 — $765,000
* 3 kids - borrow $640,000 — $720,000
Summary:

« Each $10k of credit card costs you approx $60k in max borrowings

« Each child costs you approx. $50k in max borrowings
* Calculated on P&l borrowing over 30yr term, basic living expenses

and other terms will vary the outcomes. Wi DOM

| KOVE 5 N Knowledge Source
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Bank Rental Shadowing

+ 80% on residential rental income
(Capped at maximum yield of 6%) 1

* 50% on high density rent income

(more than 3 stories) -

*60% on commercial rental income
*50% on serviced apartments rental income

The above is just one bank’s policy!

*Most lenders don't like a reliance on Rental Income

WiiDOM

Living Expenses

* Changes to Household Expenditure Measure (HEM)
» Core/Mandatory verses Discretionary expenses

* Discretionary and once off expenses can be discounted

* Lenders will use the higher of the applicants stated
living expense, or their HEM policy

+ Consider having a dedicated Living Expense Bank

Account

*Banks requirements to verify a customers living
expenses are expected to ease with proposed future

changes to responsible lending laws WiZDOM

Get Market & Finance Ready

- Finance Strategy Review “

- Get Finance Fit e

- Release available equity ‘ “E
- Diversify your lending (

- Reduce your fixed commitments where possible

- Do tax returns and set-up structures

- Know what your next move is — do a 2 year plan

WiiDOM

| KOVE
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Finance Strategies 15

« Don’t Cross-Securitise w6

« Split Facilities and Loan Structure »

» Transactional Banking Structure

» Create Buffers (Personal/Investment)
 Efficient Money Management

» Tax Deductibility (re-purpose private debt)

» Creating your own Merchant Bank

WiiDOM

Strategies to pay off

your home loan fast

* There is no better strategy than “Manufactured Growth”

and paying off your home loan with the profit.

» Second to that is positive cashflow.

It also involves good money management & budgeting
You must have a clear, concise, written plan and stick

to it.

WiiDOM

Uncross-Securitise

- Access available equity

If you have Equity I ( ‘r m ‘
.\\«‘::;5.%.5:#% —

- Get Split Facilities in place ,&
- Diversify your lending exposure

- Separate your PPR

- Untangle cross-securitised Properties

WiiDOM

| KOVE

y
Knowledge Source
REAL ESTATE 7 k 9



20

Types of Loans and when
they should be used!

- &

* Principle and Interest : I TERES TN
e

* Interest only

* Line of Credit

* Redraw Facility

+ Offset Account
Variable or Fixed

FIXED 1 VARIABLE
RALiopNS

L]
LIEVE WiiDOM

The right structure

- Get advice on what the best
structure is for you, depending on
what you are looking to achieve

- Understand how the banks look
at the people involved in the -

structure b A

- Be mindful of the structures name
LICVE Wi DOM

If doing JV’s

- Formalise Joint Venture
agreement

- Create JV structure

- Consider the financing
process of JV's
- Speak with your

1 OVE

REALESTATE

WiiDOM
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Let's Talk Self Employed

- How long do you need to be Self Employed?
- What evidence of income is needed?

What about Low Doc?

- What is Low Doc Lending? b oW no
A LOWDOC

- What is Lease Doc? LOAN'WORK?

24

Is it more difficult to

borrow in a trust?

- Not if you are dealing with a WiZDOM Finance Strategist

(can even potentially be easier)

- Be selective with company/trust names

- don’t big note yourself
- Tlmlng may be a little |Onger ‘ APPOINTOR/PROTECTOR
- Timing longer for [ TRUSTEES
Superannuation Funds | BENEFICIARIES
WiiDOM
25
Pre-Approvals

- How good is a Pre-Approval?

- Is a Pre-Approval more important

in some states than others?
- Worthwhile if considering Auction

or purchasing in SMSF

LEk%XTEE 9 KKnowledge Source
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Going Pro - Full Time in
the Business of property

» What does the transition look
like? S
- What does being full-time in UIT YOUI
the business of property DAY JOB
mean for you? 3

+ Start planning NOW how you
are going to execute this.

WiiDOM

27

How to Handle Valuers

- Prepare for the Valuers %
L

- Keep your property in good N
<MD

shape, deals are going down

U
due to bad valuations, make it PROPERTY
VALVE

like it’s for sale...
- How should you

handle/assist a Valuer?

WiiDOM

28

How do you finance:

* A small subdivision

* Alarge subdivision

TR

| KOVE

REAL ESTATE 10

KKnowledge Source
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How do you finance:

Strata a block of units .
A renovation
or warehouses

WiiDOM

REALESTATE

30

How do you finance:
- A Rooming House

A Commercial Building
e =

;jrﬂ'ﬁ m m

[ g
REALESTATE

31

How do you finance:
A House Build A Duplex Build A Triplex Build

1 IKOVE
REALESTATE

| KOVE 11 KKnowledge Source
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Banking Trends

Where are we at » L

and where are we O

heading?

WiiDOM

34

Finance and Strategy Review

. Are the properties you currently own helping you
achieve your goals?

. Are you “Finance Fit”

. Do you need to restructure current finance facilities?

- What property strategy do you need next? _

. Do you know your finance capacity? ,v i S
. Are you “market ready”?

35

Wi._DOM Loans

Email — loans@wizdom.com.au

1300 WIZDOM

Our team are specialists in strategic investment lending.

We can help with:

« Finance Strategy and Support + Home Loans/Refinances
* Investment/SMSF Lending * Development/Commercial Finance

» Complex Loan Structuring and Advice

WiiDOM

| KOVE

4
I
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Action Required:

Who do | need to contact?

Time Frame:

| KOVE
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