
Cavell Leitch Guide to "Bank of Mum and Dad"
Due to increasing house prices of the last few years it has become increasingly common for 
children to rely on assistance from their parents (the bank of mum and dad) in order to secure 
their �rst property. There are a number of ways parents can help their children into their �rst 
home however if you plan on entering into one of these arrangements here are a number of 
key things you should consider.
 

Key considerations:
               

Right from the outset all parties need to seek independent legal advice so that 
everyone involved is fully informed of what they are signing up to, the associated 
risks and any alternative options.

Advancing funds directly: recording the advance of funds as a loan can prevent 
the assumption of funds being a gift by making the parties’ intentions clear. 
setting out the terms and timeframes for repayment of the loan is also 
important, particularly for parents who are relying on repayment of the advance 
as part of their retirement plan. 

Separation: if the child separates from a partner at some point further down the 
track then recording the advance as a loan at the outset can help prevent half of 
the funds from being claimed by the child’s former partner.

Bank guarantees: if parents choose to guarantee their child’s debt with the bank, 
the banks’ starting point is usually to ask for an unlimited liability guarantee. It is 
important that legal advice is sought beforehand to ensure you are fully 
informed of the extent of your liability and you may also seek to negotiate a cap 
on your liability to limit some of the risk you are taking on.

Purchasing property: purchasing the property together is often an attractive 
option as it allows parents to share in any capital gain in the property. Both 
parties should always enter into a property sharing agreement so that 
everyone’s rights and obligations in relation to the property are set out clearly, 
this helps to avoid potential arguments further down the track. 

Property sharing agreement: a property sharing agreement will cover things 
such as who is responsible for any ongoing costs and maintenance of the 
property and can provide an exit strategy if at some point one party wishes to 
buy the other parties share. 

Please get in touch with Cavell Leitch’s property experts today if you have any 
questions.

Disclaimer: This is general information only, current at the time of production. Any advice in it has been prepared without taking into 
account your personal circumstances. You should seek professional advice before acting on any material.




