Achieving the dream of home ownership can be one of the most exciting times in your life.
Itcanalso seemunattainable primarily duetothe length oftimeitcantaketo save
asubstantial home deposit that is usually required by your lender.

ithoutasubstantial deposit (typically 20%ofthe home’s purchase price), thereisa
greaterrisk ofloss foralenderifyoudefaultonyourhomeloan. Thisis because the
amount borrowed is high compared to the value of the property purchased. Many

lendersarereluctanttolendinthese circumstances, evenifyouhave stableemploymentand
could meet the mortgage repayments.

Withthe supportof Lenders’ Mortgage Insurance (LMI), alender may be prepared toaccepta
smallerdepositand provideahomeloantoyouthat might nototherwise be available. Thisis
because LMI protects the lender if you default on the loan.

Although LMl protectsthelender,youcanalsobenefitfromtheuseof LMI.Inadditionto
obtainingahomeloanthatmightotherwise notbeavailable, byreducingthe depositrequired,
youmaybeabletopurchaseahomemuchearlierand stoppayingrent,ortobuyabetter
property than otherwise might be the situation.

LMI protects the lender not you, the borrower.

LMlisinsurancethatalendertakes outto protectitselfagainsttherisk of notrecovering the
fullloan balance, ifyou, the borrower are unable to meetyourhomeloanrepayments andyou
default on the loan.

Inthese unfortunate circumstances, ifthe propertyis soldandthereisashortfall between the
outstandingloan balance andthe proceeds from the sale of the property, QBE LMIwill pay this
tothelender.Itisimportanttounderstand that LMl protects thelender, notyou the borroweror
any guarantor.

LMl is a one-off cost paid at completion of your property purchase.

TheLMIpremiumisaonceonlycostpayable bythelenderwhenyourpropertypurchaseis
completed. Itinsuresthelenderagainstfinanciallossforthe fullterm ofyourloan. Usuallyyour
lenderwillpassonthecostoftheLMIpremiumtoyou,astheborrower,bywayofanLMifee.
Other establishment fees may also be charged by your lender.

The cost of LMI

The costof LMIwill depend on how much you borrow and how much of the purchase price
you pay fromyour own funds. The more you contribute the lower the cost of LMI. Additional
discountsorloadings mayapply.Contactyourlenderorfinancialadviserforaquote.

Youmay be ableto capitalise the cost of the LMl fee into yourloan. Yourlender or financial
adviserwill be able to provide details of what options are available to you.

For example:

JohnandSally have located
apropertytheywouldliketo
buy,withapurchasepriceof
$650,000.

Traditionally they would require
a 20% deposit ($130,000)

and borrow the difference of
$520,000fromalender.With
LMI,JohnandSallycan provide
a 5% deposit ($32,500) and
borrow upto 95%($617,500) of
the purchase price.

One of the benefits of LMl is
thatitallowsJohnandSallyto
purchase the property now and
stop paying rent rather than
waiting to save alarger deposit.

Note: the above does not take into
consideration any fees, charges or
transaction costs.
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Ifyouwere torefinance your home loanto anotherlenderorincrease yourloanamount,an LMI
fee might be payable again.

Contact your lender or financial adviser for more information on fees and charges.

LMI might be partially refundable.

LMlis generally notrefundable. In some limited situations however, you may be entitled toa
partial refund of the LMIfee fromyourlenderifyourloanisrepaidin fullinthe firstyear (or, for
some lenders only, second year) of the loan and all prior loan repayments have been made on
time. This will depend on the arrangements between your lender and QBE LMI. Contact your
lender or financial adviser for more information.

LMl is not the same as Mortgage Protection Insurance.

LMIshould not be confused with Mortgage Protection Insurance (MPI). MPI may make some of
your mortgage repayments or pay a lump sum should certain specified events occur such as
unemployment,sickness, disabilityordeath.Pleasecontactyourlenderorfinancialadviserfor
more information concerning these products.

Contactyourlenderas soonas youthinkyou might have problems meeting your loan
repayments.

Ifyouaresufferingfinancialhardshiporexperiencing problemsandyoucannotmakeyourloan
repayments on time you should immediately contact your lender.

You are still responsibleifthe proceeds from the sale of your property are not
sufficient to repay theloan in full.

Ifyou default, your property might need to be sold. Sometimes the moneyreceived fromthe sale
of your property might not be enough to repay the outstanding loan.

Inthis situation QBE LMIwill paythelenderanamountinaccordancewith the LMIpolicy
(normally the difference between the outstandingloan balance and proceeds from the sale of
the property). Once an LMIclaim has been paid, the outstanding debt owed by you s typically
passed from the lender to QBE LMI. QBE LMI may then seek to recover the remaining debt from
you the borrower and any guarantors.

To find out more about LMI:
Contactyourlenderorfinancialadvisor
Visit the QBE LMI website at gbe.com/Imi

Visit the Australian Securities and Investments Commission’s
website atmoneysmart.gov.au

QBE Lenders’ Mortgage Insurance Ltd ABN 70 000 511 071.
QBEissuesLenders Mortgage Insurance tolendersand notthe borrower.
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For example:

John and Sally borrowed
$600,000to buyahomevalued
at $650,000. As their deposit
was less than traditionally
required, LMIwas required
andthelLMIfeewas capitalised
intotheLoan. (includedinthe
$600,000 borrowed).

Due to unforeseen
circumstances,JohnandSally
arenotabletomeettheirloan
repayments, default on the
loanandaccumulate $15,000in
unpaidinterest.Theendresult
beingthatthe propertyissold.

In this scenario the property
sells for, say $550,000. The
outstanding loan balance is
$625,000 (which includes the
amount borrowed, unpaid
interest and other fees
associated with selling the
property) leaving a shortfall
of $75,000. QBE LMI pays

the lender the shortfall. QBE
LMI then has the right to seek
repayment of the $75,000 from
John and Sally.
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