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How to plan for pre-purchase
costs of a house

Though some fees are negotiable, a homebuyer must take them into
consideration
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Pre-purchase costs of a home purchase through mortgage can total up to 30 per cent of the
property's value
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Detailed financial planning, which can take at least five years, is required to realise
the dream of owning a house. This begins with arranging funds for the down
payment. When purchasing a house through a mortgage loan, one must bear some
portion of the property value. In the UAE, it is mandatory to shell out at least 25-30
per cent of the property value as the down payment; the rest of the amount will be
provided by the bank as a mortgage. One also needs to prepare for other
purchasing costs, which can cumulate into a reasonable sum. Some of these costs
are the Dubai Land Department fee, property registration fee, mortgage
registration fee, real estate agent fee, loan establishment fee, property valuation
fee, mortgage processing fee and much more. All these costs can come up to 7-10
per cent of the property value. Even though some of these fees are negotiable, the

homebuyer must take them into consideration.

Therefore, one must understand how much savings is needed and for how long to
afford the pre-purchase costs. Let us consider three different property values in
Dubai.

Scenario 1: Dh1 million

For this property, a buyer needs to bear 25 per cent of its value, which means
Dh250,000. The additional costs, around 10 per cent of the property value, will be
up to Dh100,000. Hence, you need to save Dh350,000. A good way of approaching
this is to start saving Dh48,000 per year for the next seven years. If the annual

savings amount is increased, then it will reduce the saving period.

Scenario 2: Dh3 million

The 25 per cent down payment and 10 per cent additional costs translate to around
Dh1.05 million. You can prepare for these costs by saving around Dh180,000 per

year for the next five to six years.

Scenario 3: Dh5 million
In this case, you should have Dh1.25 million for the down payment and Dh500,000

for the additional costs. To save for the overall cost of Dh1.75 million, you need to

save around Dh250,000 per year for the next six to seven years.

Savings for down payment

The savings period may vary depending on a buyer’s financial circumstances. One
must pick a savings option. Rather than saving cash, homebuyers can consider an
interest-bearing savings scheme or investment option, which can reduce the
savings period. Also, considering factors like risk, flexibility, time and profits help

in finding the right savings option.

Ownership costs

Apart from the mortgage, the homeowner should prepare to bear house
maintenance costs, repair costs, taxes and much more. Purchasing property here
through a home mortgage requires accurate planning from an early stage.

Otherwise, you could end up in a bad financial state.
Nikitha Devi, is senior analyst at www.mymoneysouq.com, a market place for

personal finance products in the UAE. The views expressed here are his own.

Sign up for the Business Brief

The most important business and market news each morning

Your email here SUBSCRIBE

Thissite is protected by reCAPTCHA and the Google Privacy Policy and Terms of Service apply.

MORE FROM PROPERTY

Lending
Dubai’s private
developers a g
hand >~
Investors are again m — -
ready to take on Emaar ban: Video: Expo A project that
cash-strapped DTCMrulesin 2020 Al Wasl looks like the
projects, but on favour of dome iconic Dubai
certain conditions °
holiday home ‘crowned’ Brand logo
owners

TRENDING

Sharjah’s new mall awaits retailers and
shoppers

Trump lifts tariffs on hundreds of Chinese


https://gulfnews.com/business/property/cityscape
javascript:void(0)
https://gulfnews.com/
https://gulfnews.com/business/property
https://policies.google.com/privacy
https://policies.google.com/terms
javascript:void(0)
javascript:void(0)
javascript:void(0)
https://gulfnews.com/business/property/lending-dubais-private-developers-a-hand-1.66528899
https://gulfnews.com/business/property/emaar-ban-will-not-hold-dtcm-rules-in-favour-of-holiday-home-owners-1.1568823153124
https://gulfnews.com/business/property/emaar-ban-will-not-hold-dtcm-rules-in-favour-of-holiday-home-owners-1.1568823153124
https://gulfnews.com/business/property/video-crowning-moment-for-expo-2020-al-wasl-dome-1.66503512
https://gulfnews.com/business/property/video-crowning-moment-for-expo-2020-al-wasl-dome-1.66503512
https://gulfnews.com/business/property/new-property-project-to-mirror-the-iconic-dubai-brand-logo-1.66503287
https://gulfnews.com/business/property/new-property-project-to-mirror-the-iconic-dubai-brand-logo-1.66503287
https://gulfnews.com/business/retail/safari-mall-sharjahs-new-mall-opens-with-12-million-square-feet-of-leasable-area-1.66200365
https://gulfnews.com/business/retail/safari-mall-sharjahs-new-mall-opens-with-12-million-square-feet-of-leasable-area-1.66200365
https://gulfnews.com/business/trade-war-trump-lifts-tariffs-on-hundreds-of-chinese-goods-1.66558697
https://gulfnews.com/business/trade-war-trump-lifts-tariffs-on-hundreds-of-chinese-goods-1.66558697
https://gulfnews.com/gold-forex
https://gulfnews.com/prayer-times
https://store.gulfnews.com/
https://gulfnews.com/
https://gulfnews.com/technology
https://gulfnews.com/business/podcast
https://gulfnews.com/user/login

