
In this scenario the client wants to raise a sum to build a granny annexe for
their ailing mother. There’s enough at the maximum ER LTV to clear the
existing mortgage and cover the build, however the client is keen to reduce
the burden to their estate, if achievable. 

They want to keep their monthly costs as low as possible, so an equity release
product with voluntary payments is proposed.

Reducing the maximum equity
release advance to improve the net
estate value

Client age: 62*
Current property value: £600,000
Existing interest only mortgage to repay: £110,000
Currently paying: £229.17 pm
Monthly Income: £3,500 net (Includes income from Personal Pension
annuity, and current employment. Will receive company pension of 

Additional capital required: £110,000
Total capital required: £220,000

        £1,750 pm in 5 years plus full state pension)

For Financial Advisers Only

Client solution

Maximum LTV: 36.94%*
Maximum advance: £221,640
ER Roll up loan: £220,000     LTV 36.9%     Interest rate 4.99%
Monthly interest rolled up: £914.83
Total debt to estate: £674,257

Equity release only

At free2, we’re free thinkers dedicated to
providing innovative new options to the
over 55s market, helping advisers deliver
even more value to their clients whilst
uncovering new advice opportunities.



*Source: Typical rates available from The Air Sourcing Platform August 2021
**Non-smoker

Equity release and unsecured loan
 
As the client is concerned about the level of debt to the estate, the adviser looks at the Top Down option. The ER loan is reduced
by the amount that can be provided through the Over 55s Unsecured Loan based on the current monthly IO mortgage payment. This
reduces the LTV and ER interest rate, which in turn makes a dramatic difference to the residual debt to the estate on death. Here’s the
new picture:

Loan amount:  £20,000
Term: 13 years
Monthly repayment: £196.22** (total amount payable: £30,610.12)
APR: 7.29% (interest rate 7%)
Savings to the estate: £238,874

The Over 55s Unsecured Loan

Key advantages: 

   ✓   Client gets to clear the existing mortgage
   ✓   The funds for the granny annexe become available
   ✓   Client stays in their home
   ✓   After 13 years loan repayments will be completed and this should improve their disposable income
   ✓   There is a substantial reduction in the debt to the estate on death

To discuss how free2 can compliment your later life financial advice, please visit: free2.com/adviser/home and complete our enquiry
form. One of our team will be in touch.

 

Working together:

free2 Limited (free2) is a credit broker, not a lender and only offers loans from RS Consumer Finance Limited. free2 is an Appointed Representative of RS
Consumer Finance Limited, which is authorised and regulated by the Financial Conduct Authority (the FCA). APR is calculated uniquely for each successful
applicant to ensure everyone gets the best possible rate. Applicants will need to complete an online application form via the free2 website. The above
scenarios are for illustrative purposes only, and all APRs displayed are indicative projections –the final rate offered after application may vary based on an
applicant’s circumstances. Registered in England No. 10534557 1 King William Street, London EC4N 7AF, tel: 02037734587

Client solution

Reduced ER loan*: £200,000
LTV: 33.3%, Interest rate: 3.44%
Monthly interest rolled up: £573.33
Total debt to estate:  £435,382

Reduced equity release mortgage
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