Comment

"What is the

best way for
us to finance
the final phase
of a project

to renovate

a French
farmhouse?”

By Tahminae Madani

Q: Three years ago my husband @
I purchased a partially enovated
farmhouse in France. Our plan
wwas to e the property as a family
vacation home as well as a source of
rencal income.

ricty of fctors, the
renovations remain ongoing and

e have been unable o

ome as yet.
for the best
way for s 0 fmance e fral
phase o this projece. What do you
recommend?

A: Based on the detais provided,
nsider an

woud g you o

availble capital from currently
owned real estate. Other terms for
this type of loan include cash-out
refinance, second morgage, home
cquity loan or home equity line:
of credit.

There s some labelling
confusion from country 0
country. In the UK, equity release

s product where the client offers
e de of their property to the

bank in exchange for a lump sum
payment and/or a regular suream
of payments from the bank. The
owner reains use of the property
until death at which time the
property is sold and the bank
reimbursed.

In France, equity release or
referring to

cash-out refinancing
a mortgage where the bank gives
you cash and you pay it back in
ly instalme;

Currently, French banks allow
for up t0 75% of the value of
the property to be released
for use in other projects
If the property currendly
has a loan outstanding,
dalown e be
refin: at the same.
time. The sum of e
loan plus cash out
‘must not exceed 75%.
This is because the
bank will not aceept
0 be second in line
behind another lender
or claimant in case the
borrower stops paying the
loan and the property must
be scized and sold.

Other general
lending

guidelines around French equity
release include a €70,000 0
€100,000 minimum borrowing, a
20-year maximum loan term and
proof fsiiy o pay montly
loan instalment

"Abliy o repay i deined as
otal monthly debt payments
and cannor cxceed more than
onethird of regular monch!
income. Unforsanacly French

banks will not grant an

cquity release o

m,no,,dm other debts to arrive
at this one-third debt-to-revenue

ratio after consolidation.
icty of equity release

choosing the one that s best
for you depends on both your
individual financial circumstances
as well as the goals for
intended capita.

Ies important to remember that
with an Sy e the bank

ll e o plce an offil cim
or st charge on the propers
forthe funds reessd, Thi licn
is known as a hyporhéque and the
process can only be done through
a French notaire. If  borrower
does not want to travel in person
o France to sign this legal act,
it can be done from a disance
by a power of awomey with the
ature witnessed by a local
notary or French consulate

T would suggest that your next
step should be to speak with a
professional adviser who will help
you determine the most suitable
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