
Is the Home Guarantee Scheme a Good Idea 
for First Home Buyers? 
Buying your first home today can feel like chasing a moving target. Prices rise, deposits grow, 
and lenders tighten rules. But what if you could step into the property market with just 5% saved 
without paying massive insurance costs? 

That’s exactly where the first home buyer guarantee scheme changes the game. Instead of 
waiting years to save a 20% deposit, this government-backed initiative helps eligible buyers 
purchase sooner. But is it really a smart move or just another policy that sounds better than it 
is? 

Let’s break it down clearly. 

What Is the Home Guarantee Scheme? 
The Home Guarantee Scheme is an Australian Government initiative designed to help buyers 
enter the property market faster. Instead of giving you cash, the government guarantees part of 
your loan to the lender. 

In simple terms: 

●​ You can buy with as little as 5% deposit 
●​ The government guarantees up to 15% of the property value 
●​ You can avoid paying Lenders Mortgage Insurance (LMI) 

This is why the first home buyer guarantee scheme has become one of the most talked-about 
pathways for new buyers. 

How Does the FHBG Actually Work? 
The fhbg (First Home Buyer Guarantee) is a key part of the broader scheme. 

Here’s how it works in real life: 

●​ You save a minimum 5% deposit 
●​ A participating lender approves your home loan 
●​ The government acts as a guarantor for up to 15% 
●​ You borrow up to 95% of the property value 

https://fhba.com.au/first-home-buyer-guarantee/
https://fhba.com.au/first-home-buyer-guarantee/


Important:​
This guarantee protects the lender not you. You’re still responsible for the loan repayments. 

Key Benefits for First Home Buyers 

1. Enter the Market Sooner 

Saving 20% can take years. With this scheme, you only need 5%, which significantly speeds up 
your timeline. 

2. Avoid LMI Costs 

Normally, a low deposit means paying LMI often tens of thousands. The scheme removes that 
cost entirely. 

3. Government as Your Guarantor 

Instead of relying on parents, the government backs your loan making it easier to qualify. 

4. Flexible Property Options 

You can buy: 

●​ Existing homes 
●​ New builds 
●​ House and land packages 
●​ Off-the-plan properties 

Step-by-Step: How to Apply 
Getting started is simpler than most people think. 

Step 1: Check Eligibility 

You must: 

●​ Be an Australian citizen or permanent resident 
●​ Earn under income caps 
●​ Be a first home buyer (or not owned property in 10 years) 
●​ Have at least a 5% deposit 

Step 2: Speak to a Participating Lender 



You cannot apply directly. A lender assesses your application and submits it. 

Step 3: Secure Your Place 

If approved, a spot is reserved under the scheme. 

Step 4: Finalise Your Loan 

Complete the loan process and purchase your property. 

Who Should Consider This Scheme? 
The scheme is ideal if you: 

●​ Have stable income but low savings 
●​ Are tired of renting and want to buy sooner 
●​ Don’t have a guarantor (like parents) 

It’s particularly helpful for younger buyers trying to enter competitive markets. 

Potential Downsides You Should Know 
No scheme is perfect. Here’s where caution is needed. 

1. Higher Loan = Higher Risk 

With only 5% deposit, your loan is larger meaning: 

●​ Higher repayments 
●​ Less equity early on 

2. Property Price Caps 

You must buy within set price limits, which may restrict options in major cities. 

3. Strict Eligibility Rules 

Not everyone qualifies due to income caps and residency requirements. 

4. Limited Places (Sometimes) 

Although expansions are happening, availability can still be competitive. 



Is the Home Guarantee Scheme a Good Idea? 
Here’s the honest answer: It depends on your situation. 

It’s a good idea if: 

●​ You’re financially stable 
●​ You want to enter the market early 
●​ You can comfortably manage repayments 

It may not be ideal if: 

●​ You’re stretching your budget too far 
●​ You prefer lower risk with a bigger deposit 

From a strategic perspective, the home guarantee scheme is a powerful tool but only when 
used wisely. 

Real Buyer Insight (From the Market) 
Many buyers see this as a “shortcut” into the market and in many cases, it works. 

From community discussions: 

“You can buy with 5% deposit and avoid LMI huge saving.” (Reddit) 

However, some buyers also highlight challenges like lender policies and valuation issues, which 
can affect approval outcomes. 

How It Compares to Other Government Home Buying 
Schemes 
Australia offers several government home buying schemes, but the FHBG stands out 
because: 

●​ It focuses on low deposit entry 
●​ It removes LMI costs 
●​ It doesn’t require a new build only 

Other schemes may offer grants or stamp duty concessions but this one directly tackles the 
biggest barrier: the deposit. 

https://www.reddit.com/r/AusFinance/comments/1il11n6/first_home_guarantee_explained/?utm_source=chatgpt.com
https://fhba.com.au/first-home-buyer-guarantee/


Final Verdict: Smart Move or Risky Shortcut? 
The truth is simple. 

The first home buyer guarantee scheme is one of the most effective ways to enter the market 
sooner but it’s not a free pass. 

It works best when: 

●​ You have a clear budget 
●​ You understand the risks 
●​ You plan long-term 

Used correctly, it can fast-track your homeownership journey by years. 

Used poorly, it can stretch your finances. 

Ready to Take the Next Step? 
If you’re serious about buying your first home but unsure where to start, expert guidance can 
make all the difference. 

At First Home Buyers Australia, we help you understand your eligibility, maximise your 
benefits, and navigate the entire process with confidence. 

Don’t guess your way into property get the right strategy and move forward with clarity. 

 

https://fhba.com.au/
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