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# First Home Buyer Guide 2026: Market Conditions, Interest Rates & Deposit Strategies
#### By Mary Nebotakis, Managing Director, Natloans, B. Eco, Dip. Financial Services

For many first home buyers, the question in 2026 is no longer just “Can | buy?” — it's “When does it
actually make sense to enter the market?”

The landscape has shifted. Interest rates remain higher than the ultra-low period seen in previous
years, cost-of-living pressures continue to affect borrowing power, and global economic uncertainty is
influencing lender behaviour.

But importantly, opportunities haven't disappeared.
They’'ve become more strategic.

With the right preparation and loan structure, many first home buyers are entering the market sooner
than expected—often without needing the traditional 20% deposit.

This guide explores what's changed, how deposit strategies are evolving, and what first home buyers
should focus on in 2026.

## What's Changed for First Home Buyers in 2026
The path to home ownership looks different compared to just a few years ago.

Key shifts include:



Interest rates remain elevated compared to pandemic-era lows, affecting borrowing capacity
Lenders are more selective , placing greater emphasis on serviceability and financial position
Cost-of-living pressures are impacting savings rates and expenses

Government support schemes continue to play a role for eligible buyers

Preparation and strategy are now major differentiators in competitive markets

Rather than waiting for “perfect” conditions, many buyers are focusing on positioning themselves
effectively within current conditions.

## Do You Still Need a 20% Deposit?

One of the most persistent misconceptions among first home buyers is that a 20% deposit is required to
purchase a property.

While a 20% deposit can help avoid Lenders Mortgage Insurance (LMI), it is not always necessary.

In many cases, buyers are entering the market with smaller deposits—provided their overall application
is well-structured.

## Deposit Strategies for First Home Buyers

Deposit flexibility has become a defining feature of the current market. Depending on your
circumstances, there may be multiple pathways to reach your goal.

### Low-Deposit Home Loans

Some lenders offer home loans with deposits starting from around 5%, and in certain scenarios, even
lower.

While this may involve additional costs such as LMI, it can allow buyers to enter the market sooner
rather than waiting years to save a larger deposit.

### Family Guarantee (Guarantor) Options

A family guarantor arrangement allows a close relative (often a parent) to use equity in their own
property as security.

This can:

Reduce or eliminate the need for LMI
Increase borrowing capacity

Help buyers enter the market earlier

However, these arrangements carry risks and responsibilities for all parties and should be considered
carefully.

### Government Support Schemes
The Australian Government offers various programs to support eligible first home buyers, including:

The First Home Guarantee (allowing eligible buyers to purchase with a lower deposit without paying
LMI)

The First Home Owner Grant (a one-off payment for eligible purchases, typically new homes)

Eligibility criteria and availability can vary, so it's important to confirm current program details.



### Structured Savings Approaches

Even when building a deposit independently, structure matters.

Lenders will assess:

Savings consistency over time

Genuine savings versus gifted funds

Overall financial behaviour

A clear savings pattern can strengthen your application—even if your deposit is below 20%.
## Why Strategy Matters More in the Current Market

In 2026, the environment is more complex—and more sensitive to change.

Key considerations include:

Borrowing capacity can shift quickly due to rate changes or expense assessments

Lender policies vary significantly , making comparison essential

Property demand remains strong in many areas, particularly well-located suburbs
Well-prepared buyers are moving faster , often securing opportunities before less-prepared applicants
This means that preparation is no longer optional—it's a competitive advantage.

## A Step-by-Step Approach for First Home Buyers

A structured process can help reduce uncertainty and improve outcomes:

### 1. Understand Your Borrowing Capacity

Start by assessing how much you may be able to borrow based on income, expenses, and current
lending criteria.

### 2. Plan Your Deposit Strategy

Identify how your deposit will be sourced—whether through savings, family support, or government
programs.

### 3. Check Eligibility for Support

Review any grants or schemes that may apply to your situation.

### 4. Secure Pre-Approval

Pre-approval provides clarity on your budget and strengthens your position when making an offer.
## Preparing for the Next Step

Entering the property market is not just about timing—it’s about readiness.

Even in a higher-rate environment, buyers who understand their options and structure their finances
effectively are finding ways to move forward with confidence.

Reviewing your position early, understanding your borrowing capacity, and exploring available
strategies can make a significant difference.

## Final Thoughts



For first home buyers in 2026, the path to purchasing property is less about waiting for ideal conditions
and more about making informed, well-structured decisions.

With the right preparation, flexibility around deposit strategies, and a clear understanding of the lending
landscape, entering the market may be more achievable than it first appears.

## Important Information

This information is general in nature and does not take into account your personal objectives, financial
situation, or needs. You should consider whether it is appropriate for you and review relevant
documentation before making any decisions.
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