Mortgage lews

Your guide to mortgages, finance & property

The unt s on for a bette
finally come down.

With interest rates having fallen
dramatically over the past few months no
borrower would be alone in wondering
whether their home loan still offered the
best rate.

The Reserve Bank of Australia (RBA)
has now lopped three per cent off the
official cash rate in just four months
- which equals around $600-$650 off
the repayment due each month on a
$300,000 mortgage.

However the amount each bank and
mortgage lender has passed back to
the borrower has varied so there is no
guarantee that your lender still offers the
best rate on the market.

While there is more to the right mortgage
than simply the interest rate, there’s every
chance that you can still find a cheaper
loan that still has all the features you
need. But before you start searching for a
better deal, consider the following points:

Read the fine print

If you decide to switch lenders you may
face some hefty break costs if your loan
is only a few years old.

Before making any decisions call your
broker to find out what costs you're
likely to be hit with should you decide
to go elsewhere. It's essential to ensure
that any saving you make on a cheaper
monthly rate is not cancelled out by
excessive fees or charges.

Fixed versus variable

Plenty of lenders now offer some very
attractive fixed rates. However it's worth
considering that we are in a downward
rate cycle and there may well be more
rate cuts to come.

The big plus for a fixed rate loan is the
security of knowing exactly what your
repayments are each month during the
fixed period. If you do pick a fixed interest
loan remember that you will have to stick
with it even if rates fall further.

More to your loan than rate alone

Not every home loan is the same and so
it's important to look beyond the interest
rate when thinking about moving to
another lender.

The rule of thumb is that the more bells
and whistles a loan the higher the interest
rate. While features like redraw facilities
and offset accounts can be powerful
tools for some borrowers, they may

not suit everyone. On the flip side it's
important to keep in mind that a low rate
loan may offer little or no features.

To quickly identify whether there's a
better loan package available call your
broker. They will be able to tell you if you
still have the most appropriate product on
the market and if not, whether it makes
sound financial sense to swap.
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of any market, there is unlikely to be much more
downside for house prices.

These fundamentals alone are all positives for
investors but when you consider that there is
also an acute shortage of property to let, and
rental values have soared, you'll realise that now
is a very good time to become a landlord.

If you're looking to take advantage of these
favourable market conditions, some solid
research, planning and preparation will go a
long way towards ensuring you choose the right
property and are poised to snap it up when the
time comes.

Know what you want

Take the time to think about what you're looking
to achieve with your investment before dipping
into the market. Are you looking for long term
capital gain or cash flow — or perhaps both?

Your ultimate property goals could determine
what you buy and where. It's also important

to consider what type of property will rent the
fastest and for the highest rate; for example are
you looking for a low maintenance apartment or
a house on its own block? Do the homework on
the market you plan to invest into to ensure you
get the best return.

Know your limit

There's no point looking at properties that require
a $600,000 loan if your income will only service
repayments for $350,000.

Visit your mortgage broker before you start
looking to see what size loan you'll qualify

for and more importantly to establish what
repayments you can afford.

A pre-approved loan is quick and easy

to organise and will give you much more
negotiating power when it comes to taking the
plunge.
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Tips for the first time investors

Here are some tips to make the most of your first investment property:

* There are attractive tax incentives for property investors so be sure to seek

professional advice as to how this affects you.

* Rental payments may not always coincide with mortgage repayments so
keep a slush fund in your mortgage transactional account to ensure you

don't slip into arrears.

» Consider employing a property manager — it will cost you five to ten per cent
of your rental but it could save hassle and ensure that your property is never

vacant.

Did you know?

First time buyers can purchase
a property for investment
rather than a home to live in.
Indeed this particular strategy
is growing in popularity with
first time buyers living at

home with parents looking to
build their property portfolio.
While government incentives
are available to help first

home owners enter the
market, different conditions
apply should you choose

to purchase for investment
purposes — so speak with your
broker for full details.
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