
Kids looking to fly the nest? We asked Kerry Sharples of Gorvins Solicitors 
for advice on how to make borrowing from the ‘Bank of Mum and Dad’ 

a stress-free transaction

MUM  DAD
TH£ BANK OF&A BEGINNER’S GUIDE…

Children
What to consider before tapping 

up your folks for a deposit

Parents
What you need to know before 

parting with your cash

Gift or loan?
Be sure to avoid any confusion by establishing 
whether the money is a gift or loan from the 
start. Also include details such as whether 
you’re charging a small amount of interest 
and a repayment schedule.

The tax issue
Don’t assume that once a gift is made, it is no 
longer part of your estate. There may be 
inheritance tax should you die within seven years 
of the gift, which your child will be liable to pay.

Can you a�ord it?
Scraping together all your savings and/or taking 
out a loan yourself could only cause more 
problems down the line - and end in a 
huge fall-out.

Will it cause jealousy?
If you have more than one child, think about how 
they might react to the loan. Will they expect the 
same - and can you a�ord to help them in the 
same way if so? Involve them in the 
discussions from the start.

Is there another way?
Consider other options. You could go for a 
shared-ownership scheme where you can buy a 
percentage of a property, or get mum and dad to 
act as a guarantor. You could even consider a joint 
mortgage, or a family onset mortgage, linked to 
their savings account.

Prepare for a ‘no’
Asking parents for a loan is a big step on both 
sides. Accept that they might say no. After all, 
they’ve worked hard for their money and may 
have plans you’re unaware of.

Take it seriously
You wouldn’t dream of skipping your payments to 
a bank or building society. One missed payment to 
mum and dad could soon snowball, so treat it like 
any other mortgage or loan.

Get it on paper
A contract could actually make any fall-outs and
conflicts less likely, it also helps to separate the 
fiancial agreement from your day-to-day 
relationships.


