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Are bank errors
costing you a fortune?

There is no such thing as a perfect system, mistakes are a fact of life and that's why you should keep a close
eye on your home loan or business loan statements. And unfortunately, most errors favour the lender.

There are a number of mistakes that commonly occur from incorrect interest rates applied to your loan, incorrect
calculation of the interest amount to extra repayments not credited to your account on the day you make them.

These errors are certainly worth tracking down as a small mistake at the beginning of a 25-year loan can
balloon to something far more substantial as it compounds.When errors are discovered and accurately
verified, lenders are only too happy to refund the owing money.

Check your home loan today with our new service," The Loan Guardian”.We charge no upfront fee’s to check
your loans for accuracy. Call or email Suzy today to find out about how to ensure your loan stays error free.

Mobile: 0411 528 440 | Fax: 07 3324 0309

Email: suzy@bestfitfinance.com.au

Where to live, what to buy

here are two key questions to ask when considering a new home: where to live and what type of property to buy.

With time and effort, finding a home that has the answers will be the best move.

Deciding where to live and what type of property
to buy are crucial decisions if you are to be happy,
and if you want to maximise your financial returns
when it becomes time to sell.

Location, location, location

Choosing the right location remains one of the
most important factors in choosing a good home.
It is not only more enjoyable to live in a good
area, but it will enhance your property’s value and
appeal when you decide to sell up and move on.

For some people a good location will mean being
close to family and friends. For others it will mean
being on the coast, or close to public transport or
the workplace or good schools.

In summary, the five factors that make a good
location include:

* Proximity

 Distance

e Services and amenities
* Demand
¢ Potential.

What to buy

Having chosen the area that you'd like to live in,

it's just as important to choose the right property.
Research is the key here.Visit as many properties as
you can attend auctions, call in on real estate agents
in the area and visit property portals on the internet.

Get a feel for prices by looking up recent sales data —
there are several property data providers that sell data
on recent sales in particular postcodes for just a few
dollars. A local agent may also supply this information
in a report called comparative market analysis data.

Looking at price changes over the past one to
two years will also give you an idea of how an
area is “performing”.

Contact the local council to find out about growth
plans in the area. For example are there any significant
development proposals for schools, shopping centres,
roads, etc. These types of developments can add
signiificant value to properties in the catchment areas.

More specifically, when you become interested in a
property then you should research the development
plans in the immediate area, which may enhance or
detract from the property’s value and appeal.

One of the key decisions you'll need to make
is whether to buy a house or an apartment.
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Considerations include:

* Lifestyle. Do you want low maintenance
lifestyle? If so, an apartment or townhouse
would be a good choice.

Family. If you have children at or near school-
age, then a house with a backyard and close to
schools would be the way to go.

» Starter home. Is this your first home as a
young couple? Then look for a property in a
popular area that you know will be easy to sell
in a few years when it's time to upgrade.

* Downsizing. If the children have left the home
and it feels “just too big”, then looking for a
townhouse or apartment in a good area with
settled neighbours could appeal to you.

The home itself is also important. Do you want
to just move in or are you prepared (or would
prefer) to renovate it to your own taste?

Also, you should be prepared to compromise as
it's often impossible to get everything you want in
one property. Look for the potential to add any
missing features later on.

Summary

Choosing a new home is a major decision.
Making the time to do the research and to be
clear about your priorities will pay dividends in
the years to come.



ith so many home loan products on the market, how do you know where to start when looking for the best
home loan? Here are some hints and tips on what you should consider before you commit.

The first thing to do is to be crystal clear about
your objectives before sizing up different loan
products, as your decision will depend on these.

For example:

* Is the product for your own home or for an
investment property?

* Do you want total certainty on how much you'll
be paying in the first years of the loan?

* Do you want to be able to redraw any extra
payments made?

With these objectives in mind you are ready to
consider some of the main aspects of a loan.

I. Interest rates

Most people think the interest rate is the only feature
of a loan they should pay attention to. Whilst it is
important, obtaining a loan with the lowest interest
rate is not necessarily the best decision.

Some of these “no frills” loans do not give you
the flexibility you might need down the track. For
example, a redraw facility may not be available or,
if it is, may come at an extra cost.

You should also beware of the advertised interest
rate. This may be a promotional rate, sometimes
called a honeymoon rate, and so available for a
certain period only.

It can therefore be attractive in the short term,
but you need to look beyond that to see what the
rate reverts to after the honeymoon is over: It may
well be competitive, or it may also be a little higher
than other home loans on the market.
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2.To fix or not to fix?

This is often a difficult decision for borrowers as
there are pros and cons to sticking with a variable
interest rate or fixing your rate.

Choosing a variable rate home loan means
the interest rate normally moves up and down
with the markets.

More recently, however, the traditional “follow me”
pattern of interest rate changes following the RBA
cash rate changes has not always been happening.
This is because of the global credit crisis affecting
the lenders’ cost of getting money to lend as home
loans, plus the increased risk of home loan defaults.

Fixing your interest rate, on the other hand,
offers certainty of repayments. This can be useful
when money is tight and every dollar must be
accounted for.

Negotiating a fixed interest rate at a time when
rates are low is often the strategy used, in the
knowledge that variable rates will start to rise
again at some stage.The “bet” here is that, over
the life of the fixed rate term, the average variable
rate will turn to have been higher than the fixed
rate — but this is a difficult prediction to get right.

A blended loan of fixed and variable
rates might suit you better. This will give you
some certainty but also allows you to take some
advantage of any variable interest rate cuts.
Again this is a decision that is at least partly
about having more certainty in how much the
repayments will be.
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3. Interest-only loans

An interest-only loan was originally designed for
investors where its purpose was to reduce the
amount needed for a regular contribution towards
an investment property.

Investors then received their returns in the form of
capital gains or rental income.

Where an investor has two types of loans,
residential and investment, interest-only can be
very useful. Using the principle of “good and bad
debt”, an interest-only loan on an investment
property is a “good debt”, in the sense that you
can claim a tax deduction.

By committing to low, interest-only repayments on
your investment loan, the theory is you are able
to channel extra funds towards the repayment of
your “bad debt”, your residential loan.

An interest-only loan does give flexibility but extra
care needs to be taken, as you are effectively
relying on the property value to increase to build
up any extra equity in the investment property.

4. Making a quick exit

The vast majority of variable rate mortgages
charge an early repayment fee if you finalise the
loan within the first few years.

The early repayment fee varies with lenders but
it can be a fixed dollar amount, a percentage of
the loan amount or a multiple of the monthly
repayment figure. In any event it can add up to
thousands of dollars.

On the other hand if you refinance away from

a fixed interest loan before the fixed term ends
then you will also incur a similar penalty, known as
“break costs”. These fees are more complicated to
calculate as they vary with the day-to-day money
market movements — but they can be sizeable.

Whilst you may not plan to break the loan early,
the unexpected and unplanned often happens.You
may want or need to sell and move for a variety
of reasons. It is therefore important to understand
these costs before you commit to the loan.

Get some help

With such a complicated “loan landscape” it makes
sense to seek some expert assistance, which is
where a good mortgage broker can help.

Please feel free to call and discuss your
personal situation.

Mobile: 0411 528 440

Fax: 07 3324 0309

Email: suzy@bestfitfinance.com.au
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DISCLAIMER: This newsletter is provided for general information only. Please do not rely on this newsletter as a substitute for specific legal or financial advice.
Before making any decisions you should consider your specific objectives, financial situation and needs.




