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Financing a property purchase in Spain can be a great way to make your dream of owning a home on the Costa del Sol a

reality. Understanding the various financing options available, the requirements for obtaining a mortgage, and the

associated costs will help you navigate the process smoothly. Here’s a comprehensive guide to financing your property

purchase in Spain.

1. UNDERSTANDING MORTGAGE OPTIONS IN SPAIN

The most common way to finance a property purchase in Spain is through a mortgage. Both residents and non-

residents can apply for a Spanish mortgage, though the terms and conditions may differ. Spanish banks typically offer

fixed-rate and variable-rate mortgages, allowing buyers to choose the option that best suits their financial situation.

Fixed-Rate Mortgages: With a fixed-rate mortgage, the interest rate remains constant for the duration of the loan.

This provides stability and predictability in monthly payments, making it a popular choice for those who prefer

financial certainty.

Variable-Rate Mortgages: The interest rate on a variable-rate mortgage is linked to the Euribor (European

Interbank Offered Rate) and can fluctuate over time. While variable-rate mortgages often start with lower rates,
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they come with the risk of increased payments if interest rates rise.

2. MORTGAGE ELIGIBILITY AND REQUIREMENTS

To qualify for a mortgage in Spain, there are certain eligibility requirements you must meet. These vary depending on

whether you are a resident or a non-resident, but in general, the following criteria apply:

Income and Employment Status: Lenders typically require proof of income and employment. Non-residents may

need to provide income documentation from their home country, while residents need proof of income from a

Spanish employer or business.

Debt-to-Income Ratio: Spanish banks usually require that your total monthly debt obligations, including the

mortgage payment, do not exceed 35% to 40% of your gross monthly income.

Down Payment: Non-residents are typically required to provide a 30% to 40% down payment, whereas residents

may be able to secure financing with a down payment of around 20%.

Credit History: A good credit history is important, as it demonstrates your ability to repay the loan. Lenders will

consider your creditworthiness when determining mortgage approval.

3. TYPES OF PROPERTIES ELIGIBLE FOR FINANCING

Spanish banks offer mortgages for various types of properties, including residential homes, holiday homes, and

investment properties. However, certain types of properties, such as rural homes or properties that require significant

renovation, may have more stringent financing conditions. It is important to discuss the specifics of the property you

are interested in with your lender to determine eligibility.

4. COSTS ASSOCIATED WITH GETTING A MORTGAGE

Financing a property purchase comes with additional costs that you should be aware of. Some of the common costs

include:

Mortgage Arrangement Fees: Also known as origination fees, these typically range from 0.5% to 1.5% of the loan

amount and cover the bank's administrative costs for setting up the mortgage.

Property Valuation Fees: Before a bank approves a mortgage, they will require an official valuation of the

property. Valuation fees generally range between €300 and €500.

Notary and Registration Fees: The mortgage deed must be signed in front of a notary and registered with the

Land Registry. These fees can vary depending on the value of the mortgage but typically range from €600 to

€1,000.

Insurance Requirements: Spanish lenders often require borrowers to take out life insurance and home insurance

as part of the mortgage agreement. These costs vary based on the value of the property and the coverage

required.

For more details on the financial obligations when buying property in Spain, explore our guide on Costs and Taxes 

Involved in Buying Property in Costa del Sol.
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5. LOAN-TO-VALUE (LTV) RATIOS

The Loan-to-Value (LTV) ratio is an important factor in determining how much you can borrow. For non-residents,

Spanish banks typically offer a maximum LTV of 60% to 70%, while residents may qualify for up to 80%. This means that

non-residents will need a larger down payment, which should be factored into your overall budget.

6. CURRENCY CONSIDERATIONS FOR NON-RESIDENTS

If you are a non-resident purchasing property in Spain, it is essential to consider currency fluctuations, as these can

impact the total cost of your mortgage repayments. Some Spanish banks offer foreign currency mortgages, which are

loans denominated in the buyer’s home currency. However, these can be risky due to potential exchange rate

fluctuations, which may affect the total repayment amount.

7. PRE-APPROVAL PROCESS

It is advisable to seek mortgage pre-approval before starting your property search. Pre-approval provides an indication

of how much you can borrow and demonstrates to sellers that you are a serious buyer. The pre-approval process

involves submitting financial documents to the lender, such as income statements, tax returns, and bank statements, so

that they can assess your eligibility and provide an estimate of the loan amount.

8. WORKING WITH A MORTGAGE BROKER

Navigating the mortgage market in Spain can be complex, especially for non-residents. Working with a mortgage broker

can make the process easier, as brokers have access to multiple lenders and can help you find the best deal. A broker

can also assist with the paperwork and ensure that all legal requirements are met, making the entire process more

streamlined.

9. IMPORTANT TIPS FOR FINANCING A PROPERTY PURCHASE

Compare Different Lenders: Interest rates and terms can vary significantly between banks. Take the time to

compare different lenders to ensure you are getting the best possible deal.

Consider Fixed vs. Variable Rates: Weigh the pros and cons of fixed-rate versus variable-rate mortgages based

on your financial situation and risk tolerance.

Factor in All Costs: In addition to the mortgage, be sure to budget for all associated costs, such as notary fees,

registration fees, taxes, and insurance, to avoid any surprises.

Seek Professional Advice: Consulting with a financial advisor or mortgage broker can help you understand your

options and choose the best financing solution for your needs.
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BEST FINANCING OPTIONS FOR BUYING PROPERTY IN SPAIN

When financing a property purchase in Spain, it's essential to explore different financing options to find the one that

best suits your financial needs. Here are some of the best financing options available:

1. Fixed-Rate Mortgages: A fixed-rate mortgage offers stability by locking in the interest rate for the entire term of

the loan. This is ideal for buyers who prefer predictable monthly payments and want to avoid the risk of

fluctuating interest rates. It is a popular choice for non-resident buyers looking for certainty.
2. Variable-Rate Mortgages: With a variable-rate mortgage, the interest rate is tied to the Euribor and can change

over time. While this option often starts with lower rates, it comes with the risk of increased payments if interest

rates rise. It can be a good choice for buyers who are comfortable with some level of financial risk and are

looking to benefit from potentially lower rates.
3. Mixed-Rate Mortgages: Some lenders offer mixed-rate mortgages, which combine both fixed and variable rates.

For example, the interest rate may be fixed for the first few years and then switch to a variable rate. This can

offer initial stability while allowing the borrower to take advantage of potential rate decreases in the future.
4. Interest-Only Mortgages: In an interest-only mortgage, borrowers pay only the interest on the loan for an initial

period, typically five to ten years. This can be an attractive option for buyers who want lower monthly payments

in the short term. However, it is important to note that the principal must eventually be repaid, which will lead to

higher payments later on.
5. Bridging Loans: A bridging loan is a short-term loan used to cover the gap between purchasing a new property

and selling an existing one. This is a useful option for buyers who need quick access to funds to secure a

property but are waiting for the sale of another property to complete.
6. Foreign Currency Mortgages: Some banks offer foreign currency mortgages to non-residents, allowing them to

borrow in their home currency. This can be beneficial for buyers looking to avoid exchange rate fluctuations, but

it does come with its own risks if the currency rates change unfavorably.
7. Personal Savings and Investments: For those who prefer not to take out a mortgage, using personal savings or

investments is also an option. This can be a good choice for buyers who have the means to make a cash

purchase, as it eliminates the need for loan repayments and associated interest costs.

FINAL THOUGHTS

Financing a property purchase in Spain requires careful planning and a clear understanding of the costs, requirements,

and mortgage options available. By exploring different lenders, seeking pre-approval, and considering all associated

costs, you can make an informed decision and successfully secure your dream property on the Costa del Sol.

For more information on buying property in Spain, check out our guides on Benefits of Investing in Costa del Sol and 

How to Choose the Right Real Estate Agent.
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