
UNCOVER THE
BENEFITS OF
BUY-TO-LET 
MORTGAGES
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investing in property can 
both both exciting and 
finanically rewarding.

There are so many options 
when it comes to investing in 
property, whether you want 
to just boy the one for long 
term capital growth, thinking 
about your retirement, or, if 
you want to build your own 
property empire , We got you 
covered
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Buy to Let mortgages are for Landlords that want to buy property to 
rent out to a tenant and generate an additional income.

Buy To Let mortgages do have a lot of 
similarities to a standard mortgage 
(you’ll find that most lenders will have 
some form of Buy to Let mortgage 
product), though there are a few things 
around the criteria that are different.

For example, Buy To Let mortgages 
affordability may be assessed on how 
much Rental Income can be generated, 
rather than the amount of money you 
earn. the product fees and interest rates 
tend to be a little higher than a standard 
mortgage and its usually easier
to have these mortgages on an interest 
Only repayment basis.
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How Do Buy To let 
mortgages work?

Typically, Buy to Let mortgages are a bit more expensive 
than the type of mortgage used to buy your own home. 
That’s because
traditionally, lenders see getting rent from tenants to 
be more of a risk that a homeowner making their own 
monthly mortgage payments.
You also need to be aware that lenders will take into 
account extras such as maintenance costs, agent’s fees 
and landlord’s insurance
when working out how much you can borrow.see on your 
credit file.

who can get a 
buy to let mortgage?

A Buy to Let mortgage can be for someone who wants 
to become a professional landlord or already owns 
properties and wishes to add
to their portfolio. Others who may need to apply for a 
Buy to Let mortgages are ‘accidental landlord’s’ - those 
who own their home but
would like to rent it out. If it’s for less than a year, you 
can apply for a Consent to Let. For longer than this pe-
riod, you may want to think
about switching to a Buy to Let mortgage.
Becoming a landlord might be planned, or by default 
you inherit a property. Either way, the asset you have 
can help towards your overall
property investment strategy.
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how much can you borrow with a buy to let mortgagE?

The amount you can borrow with a Buy to Let mortgage is calculated in a different way to most other mortgages:

Your mortgage amount is typically based on how much income you will earn renting out the property. This is 
what’s called your Income Coverage Ration - it’s there to make sure your rental income is enough to cover the 
total cost of your mortgage and associated fees.
 
Lenders also use something called stress rate. This factors in your income and existing debt to calculate whether 
you could afford a higher rate of interest.

The stress rate and Income Coverage Ratio (ICR) may be 
impacted on your current tax position. 

For example: 
If you are a basic rate taxpayer, your ICR may be set at 
125% 
 
If you’re a higher rate taxpayer, your ICR may be set at 
145% 

This is to ensure the mortgage remains affordable to you, 
even with any potential rental voids or interest rate rises.
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Interest Rates:

Because of the increased risk involved in Buy-To-Let 
property,  mortgages tend to have slightly higher interest 
rates, although at a time of generally low rates the 
difference is relatively small, especially if you have a 
good sized deposit. 

product fees:

The fees paid to the lender can be much higher  
with a Buy-To-Let than with a residential mortgage 
fee-free deals are not so common as they are with 
residential mortgage, with fees ranging from £150 
to well over £3,000. Some lenders charge a fixed 
fee, some charge a percentage of the loan. You still 
have the option though, to add any product fees 
onto your mortgage should you wish too - your ad-
viser will explain this with you. 

Types Of Buy TO Let Mortgages:
Unlike residential mortgages, most investors have a buy-to-let mortgage on an interest-only or 
capital & repayment basis. It’s common for people to choose interest only so your monthly 
payments only pay off the interest, rather than the reducing the capital amount that you owe. 

This naturally increases the monthly cash flow however, the whole of the original amount 
borrowed will therefore still be owed at the end of the mortgage term, so the lender will want to 
know that you have a plan to repay the outstanding amount - which is most often the sale of the 
property you are buying. Interest-only mortgages are cheaper per month than repayment (as you 
are not making any payments towards the loan itself), so are popular with landlords who want to 
generate the maximum income each month. However, if you prefer to own the property outright 
over time, a range of repayment mortgages are available, including fixed rate, discounted rate 
and tracker mortgages. Sometimes Buy To Let mortgages are only available through Mortgage 
Advisers - so feel free to contact the team if you have any questions. 
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stamp duty

Stamp Duty Land Tax is paid when you purchase a home. 
Those who already own a residential property (whether 
they live in it or rent it out) have to pay an additional 3% 
on top of the standard Stamp Duty rates.

survey

Many home buyers still consider having an additional 
survey carried out by an independent RICS chartered 
surveyor. They are often know as Level 2  
(Homebuyers Report) or Level 3 (Structural Survey). 

broker fee

If you use a mortgage broker to help you get the best 
deal on your mortgage, you will usually have to pay a 
fee for the advice and, or arrangement of your Buy To 
Let Mortgage.

valuation fee

Before giving you a mortgage, the prospective lender 
will need to value the new property. This day in age, 
many lenders opt for desktop valuation to ease and 
speed of the mortgage application process. They also 
may be a fee for the valuation and it can be dependent 
on the size of the property. 

legal fees

Like all property purchases, you’ll need a solicitor,
especially if you’re purchasing with a mortgage.

Insurance

You will need buildings insurance from the moment of
exchange of contracts, and you will need to declare to
your insurer that the property is tenanted. You may also
want to consider Landlord insurance that would cover
you for loss of rental if the property was uninhabitable
after a fire or flood, legal expenses insurance if you 
need to evict a tenant and tenant default insurance 
that protects you when a credit-checked tenant fails to 
pay the rent.

safety requirements

As a landlord you need to make sure the home has an
Energy Performance Certificate, a Landlord Gas Safety
Certificate for any gas appliances that is updated every
year, and working smoke detectors (and in some cases
carbon monoxide detectors).
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If you don’t fancy paying so much extra tax on your rental income, you 
could think about purchasing a buy-to-let property through a limited 
company.

The sums don’t add up for everyone so you would need to take expert advice before 
making such a leap. If the property is owned by a company, all costs, including mortgage 
interest payments, can be deducted as business expenses. 

The company pays corporation tax on profits. The tax rate is currently set at 19°/o.As 
a landlord, you can draw income in the form of dividends.In 2021-22 the first £2,000 of 
dividends is tax-free but you pay tax on further withdrawals at: 

7 .5% as a basic-rate taxpayer  
32.5% if you fall into the higher-rate bracket
38.1 % for additional-rate taxpayers

Capital gains is also a consideration as the company will be liable for corporation tax on 
gains if a property is sold at a profit. Then you’ll pay income tax if you need to withdraw 
the money.

Specialist lenders:
If you’re considering setting up a Limited Company to own properties, it’s best to seek 
the best advice possible. There are lender that will lend to your newly formed company 
from Day 1 - however, you’ll need to ensure you have the correct SIC codes! 

68100 Buying and selling of own real estate
68209 Other letting and operating of own or leased real estate
68320 Management of real estate on a fee or contract basis
68201 Renting and operating of Housing Association real estate
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long term capital growth and additional income - but it also ties up large amounts of 
money and could come with some risks, so it’s not a decision to be taken lightly. Before 
purchasing a buy-to-let property, consider the following: 

Having Your money Tied Up
Consider how long it could take to get access to your
money again. With other investments, such as shares, you can 
sell straight away and have cash in a few days, but it can take 
three to six months to sell a property - maybe even longer! On 
top of that, get the best sale price it might need some essential 
repair works to sell quickly. 

Selling
If you change your mind about being a buy-to-let landlord there 
are considerable costs in selling, in particular legal fees for con-
veyancing and possible Early Repayment fees on your mortgage. 

risk vs reward
While property is historically a good investment, it is not fool-
proof; house prices can fall for many reasons - national economic 
issues, local blighting from a new development, bad neighbours 
or a property falling into disrepair, so it’s possible you could lose 
some of your original investment should the conditions change 
not so much in your favour. 

ongoing costs
You will find periods when you are between tenants when no 
rent is coming in but the mortgage still needs to be paid, and all 
homes require some level of repair and routine maintenance, so 
you have to be prepared for periods when you will paying out 
rather than receiving a return. We’d recommend that you have a 
contingency fund in place to over rental voids which may mean 
you leaving any profit you make for the first year, or two, in a 
separate account. 

You may also want to factor in any Letting Agents  
fee for the management of the property, depending on service, 
you’ll usually pay a % fee of the rent each month. 

taxation
Don’t forget that you will need to declare the money you make as 
a landlord, and this will usually involve an annual tax return. 

Over recent years, legislation has changed, especially for those 
that are already in a higher rate of tax. So before you begin your 
investment journey, it’s Important to understand your overall tax 
liabilities each year. 

legislation
Being a landlord comes with some legal responsibilities,
particularly about the safety of the building, as well as checking 
the immigration status of tenants, so you need to be willing to 
keep records and do some paperwork ( or pay a letting agent for 
full management). 

EPC Rating
As part of the governments initiative to ensure we’re striving to 
become a carbon neutral society, new rules have been 
introduced that all Buy to Let properties must be upgraded to an 
Energy rating of C or above by 2025. So keep this in mind whilst 
viewing potential properties. 
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www.ukmc.co.uk
hello@ukmc.co.uk
01925 573328

 98-102 Buttermarket Street
Warrington
WA1 2NZ

The UK Mortgage Centre is a Trading Style  
of The UK Mortgage Centre Group Ltd.

UK Mortgage Centre Group Ltd is authorised and regulated  
by the Financial Conduct Authority – FRN 826982.  
Registered in England & Wales: 11614569  Registered at:  
207 Knutsford Road Grappenhall, Warrington, Cheshire, United 
Kingdom, WA4 2QL.

As a mortgage is secured against your home, it could  
be repossessed if you do not keep up the mortgage  
repayments.

Your Home or property may be repossessed if you do not keep up  
repayments on your mortgage.”

The Financial Conduct Authority does not regulate taxation advice and some as-
pects of Buy to Let Mortgages.

The Levels and bases of and reliefs from taxation are subject to change.

The Financial Conduct Authority does not regulate some forms of  
buy-to-let mortgages. 

The Financial Conduct Authority does not regulate will writing and  
taxation and trust advice.


