





ALWAYS MAKE TIME FOR A
Lol Mortgage Health Check

Whilst your mortgage is the largest financial commitment most people make, a fair percentage of
us get overly comfortable with our mortgage.

? r‘ - So comfortable in fact to periodically check that we are getting charged a competitive
: interest rate on our loan. Plus ensure that the loan has all the features and benefits to
suit our lifestyle and circumstances.

Like many things in your life, things change and what may have suited you five to ten
years ago may not suit your present lifestyle.

When you initially set-up your home loan, you may have thought to have all the bells and
whistles added to your home loan package, however years later you may not even use or need
these extra features- so why are you still paying for it?

With the latest interest rate rise, now is an excellent time to evaluate whether your present loan
is offering the competitive “value proposition” you deserve.

Simultaneously, consolidating short term high interest debt, (credit cards & personal loans etc)
into your home loan may be a good idea to free up household cashflow.

It’s a competitive home loan market, and we encourage consumers to always consider their
borrowing options.

For most just the thought of your home loan with interest rates, fees and features can give you a headache!
Lucky for you, there are Finance Brokers who can provide you with a free mortgage health check.

So please do not hesitate to call your Better Choice Finance Broker.

YOUR DEBT

With the WA Real Estate market having boomed over the past 7
years, many Western Australian home owners have accumulated
significant equity within their properties.

Despite this newly acquired equity, a great number of home
buyers still utilise high interest, short term debt (credit cards and
personal loans) to fund such things as purchasing a car, going on
holidays or updating home furnishings.

This leaves many borrowers struggling to make three or four
different loan repayments per month. If borrowers consolidated
all their debt into one home loan repayment, they may save
hundreds of dollars in loan repayments each month.

For many home owners its getting tighter and worst mistake we
can make is to think that we are powerless and you can do nothing
to soften the impact. Instead, see the latest rate rise as a wakeup
call to spur you on to make sure you are handling your finance in
the best possible way for your own circumstances.

Debt consolidation is becoming more and more common and for
someone who has a large amount of debts through various credit
cards and personal loans, consolidation may be the best option.

One of the big advantages of this is it limits the amount of time
you have to pay off the loan. One of the disadvantages of putting
everything on the home loan is you are in danger of turning
short-term debt into long —term debt if you do not also increase
your repayments.

Please seek professional mortgage advice to see if debt
consolidation can help you.
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Interest rates are a major talking point in Australian’s lives,
and rightly so: after all a mortgage is often the biggest financial
responsibility facing families.

Today many first home buyers are stretching themselves to such
an extent that their housing costs take up 50 per cent or more of
their gross income.

When you calculate all the costs, many first home buyers could
find themselves unable to enter the property market for some
time to come!

So how can first home buyers with no equity and limited deposit
break into the competitive property market?

There are a number of options to first home buyers:

Ne Deposit Home Loans

This is a popular choice for many first home buyers, as it allows
the borrower to borrow up to 100% of the purchase price whilst
still offering you a full range of features, including offset and
redraw facilities. Be aware though, you may have to make some
sort of contribution towards fees over and above the First Home
Owners grant.
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The rapid increase in house prices over recent years has turned
the dream of buying a home into a mirage for many young people.
At the same time, many parents have found that their own
homes have increased in value way beyond their expectations.

This has given rise to Family Equity Mortgages. This allows
parents or other relatives to use the equity in their homes to
assist family members purchase a home.

M/z basic

the borrower must be able to meet the loan repayments;
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e the parent or family member providing the equity must
guarantee a portion of the loan with either income,
security (eg. a mortgage on their home), or both, according to
circumstances.

We strongly recommend independent legal & financial advice
for all stakeholders involved in a Family Equity Lending
situation.
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In most cases, a deposit provided from family or friends etc is
acceptable towards your purchase. If the first home buyer is
lucky enough to have this option, it will also bring down the
Lenders Mortgage Insurance (LMI) or it even could be avoided.
Generally, the person gifting the funds needs to sign a Statutory
Declaration stating that the funds don’t have to be repaid.

Firat Stant Shared Home Loarn

This option is designed to help first homebuyers with low to
moderate income into home ownership. Eligible first homebuyers
may purchase or build a home in conjunction with Keystart
and the Department of Housing and Works. Depending on
your income and household size, the Department will co-own
up to 40 per cent (conditions apply) of a property with you.
Later when you can afford to, you can purchase all or part
of the Department’s share. Refer to our Case Study on the
back page.

Many people do a lot of research into the cost involved in getting
a loan but just as important is the exit cost associated with the
loan. This can amount to thousands of dollars if the borrower
decides to switch mortgages within the first few years.

Significant exit costs are associated with (but not exclusively), the
following types of loans, i.e.

e Fixed rate loans that are terminated early

e Loans that have an initial “honeymoon rate”, in the st year

or two
¢ Lo Doc and Non conforming loans

Exit fees have many guises and can be charged as a dollar amount,
a sliding percentage of the loan size or a multiple of monthly
interest repayments depending on the lender and the loan type.
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What looks cheap up front

can be expensive on the

back end!

Mortgage Brokers are now compelled by law to advise the
borrower of any early exit penalties associated with paying out a
loan early. The only time the exit fee is not ascertainable is when
the borrower chooses a fixed rate. Early exit penalties associated
with fixed rates are dependant upon:

(i) How far into the fixed rate period the fixed rate is paid
out early

(ii) What is the prevailing market fixed rate of the day, when the
loan is exited

Regardless of whether the Lender does not charge you an early
exit penalty, the Lender will levy a fee (partly a government fee)
to discharge the mortgage on your property title.



