
2% Deposit Mortgages in the UK: A New Opportunity 

for First-Time Buyers 

 

For many aspiring homeowners, saving a large deposit remains one of the biggest barriers to getting 

onto the property ladder. Rising house prices, higher living costs and increasing rental expenses have 

made it difficult for first time buyers to build substantial savings. However, a growing number of 

lenders are introducing innovative low-deposit mortgage products, including mortgages that require 

as little as a 2% deposit. These products are helping more buyers turn home-ownership into a reality. 

At Mountview Financial Solutions, we understand the challenges faced by first-time buyers and keep 

a close eye on developments in the UK mortgage market. The emergence of 2% deposit mortgages 

could provide a valuable route into home-ownership for eligible borrowers who meet lender 

affordability and lending criteria. 

What Is a 2% Deposit Mortgage? 

A 2% deposit mortgage allows buyers to purchase a property with a deposit equal to just 2% of the 

property's value. This means the lender provides a mortgage covering up to 98% of the purchase 

price, commonly referred to as a 98% Loan-to-Value (LTV) mortgage. 
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For example: 

●​ Property value: £250,000 

●​ Deposit required: £5,000 

●​ Mortgage amount: £245,000 

Traditionally, buyers needed at least a 5% or 10% deposit. The introduction of 2% deposit products 

significantly reduces the amount buyers need to save before purchasing their first home. 

Also Read: Advantages of Using a Professional Residential Mortgage Broker 

Why Are Lenders Introducing These Mortgages? 

Many first-time buyers can comfortably afford monthly mortgage repayments but struggle to save 

large deposits while paying rent and managing household expenses. Lenders have recognised this 

challenge and are developing products designed specifically to address the deposit hurdle. 

Several building societies and banks have launched low-deposit mortgage products in recent years. 

Cambridge Building Society's First Step Mortgage and Santander's My First Mortgage are examples of 

schemes designed to help buyers enter the housing market sooner. 

At the same time, the UK Government continues to support access to higher LTV lending through 

initiatives such as the permanent Mortgage Guarantee Scheme, which encourages lenders to offer 

mortgages to buyers with smaller deposits. 
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How Much Could You Save? 

One of the biggest attractions of a 2% deposit mortgage is the reduced upfront cost. 

Consider the difference: 

 

Property Price 10% Deposit 5% Deposit 2% Deposit 

£250,000 £25,000 £12,500 £5,000 

£300,000 £30,000 £15,000 £6,000 

£400,000 £40,000 £20,000 £8,000 

For many buyers, saving £5,000 to £8,000 is far more achievable than accumulating tens of 

thousands of pounds while paying rent and other living costs. 

Who Can Apply For 2% Deposit Mortgage? 

 

Eligibility varies between lenders, but most 2% deposit mortgages are designed specifically for 

first-time buyers. Applicants typically need to: 

●​ Be purchasing their first residential property. 
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●​ Meet affordability requirements. 

●​ Pass credit and underwriting assessments. 

●​ Demonstrate a stable income. 

●​ Satisfy lender-specific lending criteria. 

Some lenders may accept gifted deposits from family members, while others may require the deposit 

to come from the applicant's own savings. Requirements differ from lender to lender, making 

professional mortgage advice particularly valuable. 

Also Read: Wondering What is The House Buying Process? We Got You Back!! 

The Benefits of a 2% Deposit Mortgage: 

Faster Access to Home-ownership: 

Saving for a deposit often takes several years. A smaller deposit requirement can significantly reduce 

the time needed to purchase a first home. 

Reduced Reliance on Family Support: 

Many first-time buyers depend on financial assistance from relatives. Low-deposit products can 

reduce the need for support from the "Bank of Mum and Dad", helping buyers become homeowners 

independently. 

Protection Against Rising House Prices: 

Property prices can rise while buyers are saving. Entering the market sooner may help buyers avoid 

the impact of future price increases. However, property values can also fall, so buyers should 

consider the risks carefully. 

More Mortgage Options: 

The return of higher LTV lending means first-time buyers now have access to a broader range of 

mortgage solutions than they did a few years ago. 

Important Risks to Consider: 

While 2% deposit mortgages offer exciting opportunities, buyers should understand the potential 

risks before proceeding. 

Higher Interest Rates: 
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Lenders generally charge higher interest rates on mortgages with smaller deposits because they are 

taking on greater risk. As a result, monthly repayments may be higher than those associated with 

mortgages requiring larger deposits. 

Negative Equity: 

When borrowing 98% of a property's value, even a modest fall in house prices could result in 

negative equity. This occurs when the mortgage balance exceeds the property's market value. 

Stricter Affordability Assessments: 

Although deposit requirements are lower, lenders still conduct thorough affordability checks. 

Applicants must demonstrate they can afford repayments both now and if interest rates rise in the 

future. UK mortgage regulation requires lenders to assess affordability carefully before approving 

applications. 

Limited Product Availability: 

Not all lenders offer 98% LTV mortgages, and available products may change over time. Buyers 

should compare options carefully and seek professional guidance. 

Also Read: Top 5 Steps To Saving For A Mortgage 

What Does UK Law Require? 
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Under UK mortgage regulations, lenders must lend responsibly and assess whether borrowers can 

afford mortgage repayments throughout the term of the loan. Mortgage applications are subject to 

affordability assessments, credit checks and lending criteria. 

Mortgage advice firms and mortgage brokers must also comply with rules set by the Financial 

Conduct Authority (FCA). Buyers should always ensure they receive advice from authorised 

professionals where regulated mortgage advice is being provided. 

It is important to remember that: 

Your home may be repossessed if you do not keep up repayments on your mortgage. 

This warning applies to residential mortgages across the UK and should always be considered when 

taking on mortgage borrowing. 

How Mountview Financial Solutions Can Help 

 

Navigating the mortgage market can feel overwhelming, especially when new products enter the 

market. At Mountview Financial Solutions, we help first-time buyers understand their options and 

identify mortgage solutions that match their circumstances. 

Whether you are exploring a 2% deposit mortgage, a 5% deposit mortgage, a family-assisted 

mortgage or another first-time buyer product, our experienced mortgage advisers can explain the 

available options and help you make informed decisions. 

We take the time to understand your financial position, affordability and long-term goals, ensuring 

you receive guidance tailored to your individual needs. 

Final Thoughts: 
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The return of 2% deposit mortgages marks an important development for first-time buyers across the 

UK. By reducing the amount required upfront, these products can help more people step onto the 

property ladder sooner. However, they are not suitable for everyone. 

Higher borrowing levels, increased monthly repayments and the possibility of negative equity mean 

buyers should carefully evaluate both the benefits and risks before proceeding. Seeking professional 

mortgage advice can help ensure you choose the right solution for your circumstances. 

If you are considering buying your first home and want to explore low-deposit mortgage options, 

Mountview Financial Solutions can help you understand the latest opportunities available and 

support you throughout your home-buying journey. 

Disclaimer: This article is for general information purposes only and does not constitute financial 

advice. Mortgage availability, rates and lending criteria may change. Always seek personalised advice 

before making financial decisions. 
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