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Let’s Talk Loans 
 
The cash rate has remained at a record low 
for fifteen consecutive months.  Currently 
at 2.5%, the Reserve Board recently 
announced that it has elected that it will 
remain on its course of interest rate 
stability amid concerns of the impact an 
upward movement would have on the 
Australian dollar and exports. 

There is intense competition amongst 
lenders and this is why we sometimes see 
almost daily fluctuations in interest rates 
offered by our financial institutions.  Since 
30 June 2011, lenders have been banned 
from charging exit fees on loans.  This 
means you now have the ability to change 
your credit provider more than ever.  
However, if you are on a fixed rate loan, 
you may still need to pay a break fee. 

With interest rates now at all time lows it 
may be the time to consider your loans and 
possible restructuring.  So what are the 
options? 

Fixed Interest Rate Loans 

These loans offer stability in regards to the 
interest rate and repayments remaining the 
same for the term of the fixed rate period.   

Fixed Interest Rate Loans add certainty 
when planning a budget.  They offer 
comfort to borrowers who may be 
vulnerable and at risk if variable rates 
increase.   

The certainty may end up costing you more 
if the variable interest rate moves below 
the rate you locked in.  In addition, some 
banks may also restrict your ability to make 
extra repayments. 

Variable Interest Rate Loans 

In contrast to Fixed Interest Rate Loans, 
there is little certainty.  The variable rate 
may increase or decrease – sometimes as a 
result of Reserve Bank changes to the cash 
rate and sometimes at the ‘whim’ of the 
financial institution. 

Split Loans 

A split loan refers to a mixture of fixed and 
variable portions of the loan. 

 

 

 

 

Paying your home loan off sooner 

Hopefully everyone is now adopting the 
simple strategy of making weekly or 
fortnightly repayments instead of monthly 
repayments.  How does this work?  Well 
basically by adopting a fortnightly 
repayment strategy you will be making an 
extra ‘months’ worth of repayments during 
the course of the year.  To do this divide 
your normal monthly repayment by 2 and 
make this payment fortnightly.  

Making extra repayments or higher 
repayments during the life of the loan also 
helps to save interest and can slash years 
off your loan. 

Offset Accounts 

Most banks offer this facility.  It involves 
linking a banking account to your home 
loan account.  The money you have in your 
banking account is offset against your loan 
balance and interest is then calculated on 
the difference.  Obviously the benefit is 
greater the more you are able to hold in 
your everyday account.  Some people have 
their salary paid into the offset account and 
use a credit card for expenses.  This allows 
them to retain funds in the offset account 
for longer.  This can be very risky if you 
then forget to pay off the credit card by the 
due date! 

Investment Loans 

As accountants, we are often asked to 
explain the concept of negative gearing.  
Negative gearing refers to the situation 
whereby interest paid on your loan exceeds 
investment income.  The loss generated 
can then offset other taxable income.  
There are therefore some great tax 
advantages to be gained from negative 
gearing, particularly if you are on a higher 
tax bracket.   

Also, a word of warning – there are plenty 
of property investment schemes in the 
market place and not all are honorable.  In 
some cases purchasers have been duped 
into purchasing properties at inflated prices 
or with unreasonable tax outcomes.  You 
should be particularly wary of a scheme 
which offers a bundle.   

 

 

 

 

 

Commonly this would consist of ‘finding’ a 
property, arranging finance, solicitor, 
accountant etc.   

Consider that this might just be because 
they don’t want you to consult 
independent advisors! 

If you are considering investment you 
should always seek independent 
professional advice from registered agents 
or buyer’s advocates, and you should come 
and see us first to discuss your particular 
tax situation. 

Get Ready! 

If you are considering finance then get 
prepared now.  Lenders will often require 3 
year’s tax returns.  If you are in business 
then it is not uncommon for lenders to 
require copies of BAS returns and interim 
financial accounts. 

Finding a lender 

It pays to shop around and one easy way to 
find the right loan/lender for you is to use a 
mortgage broker. 

A broker will not only help find the right 
loan for you but will generally manage the 
whole finance process through to 
settlement and beyond.   

The broker is paid by the lender for the 
service they provide.  Different lenders pay 
different commission levels and potentially 
this could influence what loans are 
recommended to you.  In addition, brokers 
may not have access to all credit provider’s 
loans so you should still shop around 
yourself to see what deals are out there.  

If you are contemplating using a broker, 
then please contact our office – there are a 
couple we know of who have a great 
reputation that you might like to try as your 
first port of call. 

Stephen & Chrissie, 
Kerrie, Leigh, Rowy, Penny, Charlotte, 

Sue, Brooke, Michelle & Caitlin 
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