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Set out below are answers to some Frequently Asked Questions regarding SMSF loans:

	Questions 
	Answers 

	What is the term of the loan? 
	For residential property up to 30 years. For commercial property up to 15 years. 
This will vary between lenders. 

	Can I have interest only? 
	Yes – for periods up to 15 years, depending on the loan and lender. 

	Can I fix the rate? 
	Rates can be fixed for varying periods from 1 year up to 5 years – depending on the loan and lender selected. 

	Can I redraw on the loan? 
	No. 

	What is the loan size? 
	Loans can be as small as $150,000 and there is really no upper limit – subject to lender approval of the property and SMSF borrowing capacity. 

	What Loan to Value Ratio (LVR) is available? 
	Varies between lenders. As a guide: 

· Residential property: up to 80% 

· Commercial property: up to 65% 

· Income-producing rural properties: up to 65% (lower for specialised security) 

	What costs should I consider? 
	You will need to establish a SMSF and Trustee as well as a Bare Trust (Security Trust) and Trustee. You will have all of the normal costs associated with buying property and taking out a loan and mortgage plus a lender’s legal review fee - which varies between lenders. 
Please note that you do not need to incur any of these costs prior to SMSF Loans gaining an indicative approval for you. 

	Do I have to pay for lender’s mortgage insurance (LMI)? 
	No. None of our lenders require LMI. 

	Can I get an indicative approval before I look for a property? 
	Yes. In fact we recommend it. We have negotiated this ability with all of our lenders – even though you may be told differently if you were to ring them directly or approach a different service provider. 
Pre-approvals are indicative only and will be subject to a valuation report on the property being acceptable to the chosen lender. 

	What sort of property can I buy? 
	Any residential investment property and any income producing commercial property including rural properties. 

	Can I buy vacant land? 
	No. Only if it was income-producing rural land. 

	Can I do a construction or a development? 
	Developments – no. 
Construction – no, but this does not preclude “off the plan” purchases so long as a completed dwelling is settled upon. Two-part land and construction contracts are not  acceptable for this style of loan as the land is settled on and then ‘improved’ which is a breach of the SIS Act. 

	Can I refinance an existing property? 
	No, however business real property that is held outside your SMSF can be purchased by your SMSF using a SMSF loan. 

	How much money 

do I need in my 

SMSF to get started? 

You will need a minimum of 20% (residential), or 30% (commercial) of the purchase price of the property plus enough to cover the costs of structuring the lending transaction and normal costs associated with property purchase. Depending on your investment strategy or lender requirements you may also need an amount left over in the SMSF (or invested from the SMSF in other asset classes). If you are planning to use a majority of your SMSF assets toward the property purchase, anticipate a lower LVR 


	You will need a minimum of 20% (residential) or 35% (commercial) of the purchase price of the property plus enough to cover the costs of structuring the lending transaction as well as normal costs associated with a property purchase. Depending on your investment strategy or lender requirements, you may also need an amount left over in the SMSF (or invested from the SMSF in other asset classes). If you are planning to use a majority of your SMSF assets toward the property purchase, anticipate a lower LVR.

	What about outgoings and other property costs? 
	Outgoings – management fees, maintenance, rates and other costs associated with property ownership are the responsibility of the SMSF. All rent received belongs to the SMSF. 

	What about negative gearing? 
	The property can be negatively geared inside the SMSF. Normal superannuation contributions into your SMSF can be used to offset any shortfall between rent received and loan payments and outgoings. Any voluntary contributions you make may receive preferential tax treatment (speak to your adviser about this).


Perrier Ryan Finance specialist Andrew Forsyth has access to lenders which can take the hassle out of applying for the loan – at no cost to you. 
Phone Andrew on 07 3391 7566 or email andrewf@perrierryan.com.au
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