
*as defined by the Consumer Credit Act. 

This information is for professional intermediaries only. Your clients’ property may be repossessed if they do not keep up repayments on a 
mortgage or any other debt secured on it. Loans are subject to status, terms & conditions. Castle Trust is authorised and regulated by the 
Financial Conduct Authority. Registered office: 10 Norwich Street, London EC4A 1BD. Most buy to let mortgages are not regulated by the 
Financial Conduct Authority.

www.castletrust-intermediaries.co.uk
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Property value: 

£400,000
Property value: 

£400,000

Initial mortgage: 

£260,000

Remortgage  

amount: 

£320,000

Property value: 
£400,000

Additional amount  
borrowed: £60,000

Initial mortgage  
amount: £260,000

65% LTV

80% LTV

65% LTV

15% LTV

Rate of  
3.89%

Rate of  
4.89%

For intermediaries only

Take a look at this

Conclusion

If your clients want to raise additional capital, then remortgaging can appear to be  
an attractive solution, compared to other alternatives such as second charge loans. 

However, if the remortgage means an increase in LTV, it could increase the pay rate. Moreover, 
this increase in the pay rate can actually equate to a substantially higher marginal rate.

Therefore, the cost of remortgaging can be greater than you think when the rate increases due 
to an increase in the LTV.

Castle Trust products offer buy to let and high net worth* clients an innovative alternative for 
raising capital. With Castle Trust loans, borrowers can top up an existing mortgage with no need 
to disturb the existing rate.

This example shows how a 1% increase in the pay rate, as a result of the remortgage,  
is actually the equivalent of a 9.22% rate on the additional loan amount.
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Mr Smith wished to raise capital and remortgaged the 
property, increasing the loan amount to £320,000 
(80% LTV) on a new fixed rate of 4.89% (interest only).

The monthly cost for servicing his mortgage has 
risen to £1,304.

This equates to an additional monthly cost of £461.17 to increase the lending amount  
by £60,000 – which is the equivalent of a rate of 9.22% on the marginal amount.

Mr Smith owns a property worth £400,000. He has 
a primary mortgage of £260,000 (65% loan-to-
value) at a fixed rate of 3.89%. The monthly cost  
for servicing this loan was £842.83 (interest only).

Additional loan cost  
after remortgaging: 

Marginal rate = 
£5,534/£60,000

= 9.22%

£461.17  
per month

What is the true cost 
of remortgaging?

£842.83  
per month

£1,304  
per month

£5,534  
per year


