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It’s therefore crucial that the 

borrower proves to the lenders 

that his or her income is stable 

and that he/ she can afford the 

repayments. 

A detailed budget should be 

presented to the parents. Draw 

up a document to specify 

exactly how payments will be 

made and what the interest 

rate and term will be.  

 

Also - what will happen in case 

of non- payment. After the 

document has been compiled – 

preferably with the help of a 

lawyer – and accepted, there 

should be a record of every 

payment, and a signed receipt 

should be provided to the 

borrower. 

 

Some experts advise that 

children should not borrow 

money from their parents under 

any circumstances, given the 

emotional consequences, given 

the emotional consequences if 

anything goes wrong. 

 Instead, make use of donations. 

While the child could still pay 

you back, the understanding 

should be that the money will be 

deducted from his/ her 

inheritance. Remember also the 

real cost of lending money. 

If you don’t earn a return on it, 

the R80 000 you child borrowed 

from you would have been worth 

R190 000 in 10 years’ time if 

you invested it elsewhere at a 

return of 9%. And in case of an 

emergency, you could easily 

access your savings. 

 

All those things have to be well 

thought through before parents 

make this type of commitment. 

SUSAN MERCER AND ASSOCIATES 

Younger people can’t get on the 

property ladder because of 

stringent home-loan deposit 

requirements. And older people 

are earning paltry returns on their 

income investments because of low 

interest rates. 

 

If the child borrows money from 

the parents for a deposit, she can 

buy a house, while the parent 

earns interest close to the prime 

rate – without paying costs to a 

bank or investment manager.   

Win- win. Until something goes 

wrong- wrong. 

Say the child can’t afford to repay 

the instalments after a couple of 

months. The parents lose their 

income from the money they lent. 

Even worse, say the parents 

increased their own home loan to 

help fund the child’s deposit. The 

child can’t make the payment and 

the parents can’t afford the 

increased instalment. Goodbye 

family home. 
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