
Housing Loan Pitfalls that You Should Watch Out For
By iCompareLoan Editorial Team

Take a minute to peruse this article and it may save you from financial woes and disappointments 

later.

Lower-than-expected valuation

Before you put down the booking fee, also known as option fee, to obtain the option to purchase for 

a residential property, you might want to secure an approval-in-principle loan first. This is to ensure 

that you have the financial resources to close the deal as part or all of the booking fee can be 

forfeited if the option to purchase is not exercised within the validity period. For a resale private 

house and a resale HDB flat, the booking fee are 1% of the purchase price and S$1000, respectively. 
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All of it will be forfeited if the option to purchase is not exercised. For a  new completed or under-

construction private residential property, the fee is 5% to 10%, 25% of it will be forfeited shall the 

deal fall through.

In addition, the valuation of the property may fall unexpected between the time the option is 

obtained and a loan is found. For example, the purchase price you agreed on is $1.5m, but when you 

have obtained the loan the valuation of the property has dropped to $1.2m (this can happen during a 

financial crisis). Assuming that you are eligible for a 80% LTV, you thought you could obtain 

financing up to $1.2m, but because of the lower valuation you can only secure $960,000. If you do 

not have the means to make up for the $240,000 difference, you cannot seal the transaction.

Do note that you are allowed to change financiers even after obtaining an approval-in-principle loan 

from a financier. You do not want to be caught flat-footed, so try securing an in-principle approval 

before laying down the booking fee, you can still shop around for a better loan if property valuation 

has not fallen.

Lawyers or bankers recommended by property agents

You should exercise caution with regard to lawyers or bankers recommended by an agent. 

Sometimes the agents get a commission from such recommendation.

As a result, the lawyer may charge you a higher than normal fee to make up for the referral fee paid 

to the agent. Or the banker may not offer the best loan that fits your financial risk profile.

Conveyancing lawyers 
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You are only allowed to use a conveyancing law firm that sits on your financing institution's list of 

firms. However, some conveyancing law firms sit on some banks' lists but not others, so if you 

select these firms you may have to incur extra legal costs if you switch to another bank later. This is 

because if the conveyancing lawyer is not on the panel of the new financing institution, you will 

have to change the lawyer and the new lawyer will charge additional fees for taking over the legal 

work.

So always try to opt for a conveyancing lawyer that sits on the panel of all the banks in Singapore.

Extra loans before disbursement of mortgage loan

Avoid taking any new loan before applying for a home loan. Banks assess applicants' debt-to-

service ratio (DSR) before granting a loan. This is to make sure that borrowers have the financial 

means to service all their debts. 

Going a step further, this also applies to the interim period after obtaining an in-principle approval 

but before loan disbursement. This is because the financier still has the right to pull back the loan or 

change the conditions of the loan anytime before loan disbursement. A case in point: 

A week after Person A had obtained an approved-in-principle home loan, he went to purchase a car 

and financed it with a car loan. Two weeks later, the financier who was to grant formal approval for 

the mortgage discovered Person A had taken a car loan too. Consequently, the financier 

substantially reduced the loan quantum. Because of the reduction,  Person A could no longer afford 

the house so the deal fell through and he had to forfeit the 1% booking fee.
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Therefore it is important to check with a home loans expert before taking on a new loan obligation.

Changing jobs

On a last note, avoid job changes before applying for a mortgage loan. Some banks want applicants 

to be in the same job for a minimum period of time before loan approval. This demonstrates to the 

bank that you have a stable job and income; hence the means to repay the loan.

For advice on a new loan, go here.

For refinancing advice, go here.

Read more articles at
PropertyBuyer.com.sg/articles

SingaporeHomeLoan.net/blog/

iCompareLoan.com/resources/category/faq/
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About iCompareLoan Mortgage Consultants 

iCompareLoan Mortgage Consultants is a research focused independent mortgage broker. 
We emphasize a consultative approach where we match our client’s financial situation with 
the best fit mortgage loan, not simply a cheap loan. 

We also help property buyers in their buying process by helping them avoid pitfalls from 
unscrupulous property agents. (We are not property agents, therefore there is no conflict 
of interests.) 

We also developed a proprietary home loan reporting tool which provides amongst other 
things, 23 years SIBOR history as well as 6 years worth of SOR. 

Our Services: -

Home Loans
Commercial Loans 
Refinance Home Loan
* Mortgage Insurance
* Investment Planning
* Portfolio Allocation
* Retirement Planning

* Provided by our associates who are MAS licensed financial advisors.

Why use iCompareLoan Mortgage Consultants?

Our service is free as banks pay us a commission upon loan deals completion. Banks in 
turn save on staffing cost as we are not on their payroll. 
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Contact us: -

Email: loans@PropertyBuyer.com.sg
Tel: 6100 – 0608
SMS: 9782 – 8606

URL: www.iCompareLoan.com/
         www.PropertyBuyer.com.sg/mortgage
          www.SingaporeHomeLoan.net

Join as mortgage consultant: www.iCompareLoan.com/consultant

Start a Mortgage Franchise: www.PropertyBuyer.com.sg/mortgage/franchise

Check if you qualify to join us: Career at Property Buyer

GUEST WRITERS - Do write in at loans@propertybuyer.com.sg (Researchers with the 
ability to write in the Singapore perspective preferred) 
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