
When a deposit bond can be helpful

You may be able to use a deposit bond as a substitute for a 10% cash 
deposit when you are exchanging contracts or bidding at auction. It is 
a convenient way of paying the deposit without having to draw on your 
own funds until settlement of your new property.

The deposit bond acts as a guarantee for the vendor that you will pay 
the deposit amount upon settlement. Deposit bonds can be issued with 
terms ranging from three months to four years, where the settlement date 
stated in the contract for sale usually determines the term needed.

When a deposit bond would be of benefit

If you don’t have ready access to the cash deposit required to secure a 
property, or you prefer an alternative to using your own cash, you should 
consider a deposit bond.

Here are a few examples of when it might be a good option:

• If you have sold your current home but the funds are not yet available 
for the deposit, a deposit bond is usually a more cost-effective 
alternative than bridging finance.

• If you are attending several auctions, you can use a deposit bond for 
all auctions as the vendor and property details can be left blank.

• If your equity is tied up in an investment property, the loan funds may 
not be available until settlement.

• If you want to continue to earn interest on your savings until 
settlement, especially if you are buying off the plan and settlement is 
several years away.

• If you do not want to pay a penalty for accessing invested funds.

What do I need to be aware of?

You need to get consent from the real estate agent and auctioneer (if 
buying at auction) before you use a deposit bond.

You need the vendor to agree to a deposit bond in writing. Some vendors 
will want access to the funds immediately and therefore will not accept a 
deposit bond.

How do I apply?

Your Smartline Adviser can walk you 
through the entire process.
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Get personalised advice

Everyone’s circumstances are 
unique. Speak with your Smartline 
Adviser for more information and to 
get personalised advice that matches 
your requirements.


