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I have recently signed an agreement with Residex to gain access to their Comparative Market Analysis reporting
SYSTEM4HIS MEANS ) CAN ARRANGE A &2%% #-! REPORT ON ANY PROPERTY IN .37 OR !#4 FOR YOU4HIS REPORT
normally costs $75. It provides 5 different pricing tests on a specific property, plus other information on the suburb
and comparable sales in the immediate area.
If you are thinking of purchasing a property (or just want a feel for the value of your property) go to my website,
pwloans.com.au, click the icon at the bottom left of the page “free real estate sales report”. Then complete the
details required and I’ll have an 8 page report to you as quick as a flash. If you have a friend looking to purchase, tell
them about my website.

Where to live, what to buy
T

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.
s 3ERVICES AND AMENITIES
s $EMAND
s 0OTENTIAL

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 open houses
as you can attend. Also use realestate.com.au &
domain.com.au regularly to view properties online.
Deciding where to live and what type of property
to buy are crucial ddecisions if you want to
maximise your financial returns when it comes
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:
s 0ROXIMITY
s $ISTANCE

As I also mentioned in my opening comments section,
you can go to my website (pwloans.com.au) and
order a FREE Residex comparative market analysis
report.You will find this report of great value when
considering the purchase of a property.
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.

Considerations include:
s Lifestyle. Do you want low maintenance
lifestyle? If so, an apartment or townhouse
would be a good choice.
s Family. If you have children at or near schoolage, then a house with a backyard and close to
schools would be the way to go.
s 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.
s 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.
Other property considerations include, your
preference for a “move straight in, not a cent to
spend” or a “renovators delight”.
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.

Look before you leap
W

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.
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, owner
occupied 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 owner occupied loan.

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:
s )S THE PRODUCT FOR YOUR OWN HOME OR FOR AN
investment property?
s $O YOU WANT TOTAL CERTAINTY ON HOW MUCH YOULL
be paying in the first years of the loan?
s $O 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.

1. 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.
3OME 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.

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 the global credit crisis is affecting
the lenders’ cost of funds and also due to a
reduction in lending competition.
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.
However, fixed rates have gone up drastically
over the last several months. Many people
have come to the conclusion that they would
be better off staying in variable and rather
than paying the higher fixed rate interest costs,
increasing repayments on their variable loans and
accelerating their debt reduction.
A blended loan of fixed and variable rates
might suit you better. This allows you to hedge
your position. You get the best of both worlds.
The certainty of a fixed rate, and the flexibility
of a variable rate. If rates do go up above where
current fixed rates are priced, then at least some
of your debt is shielded.

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 potentially be liable for “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.
0LEASE FEEL FREE TO CALL AND DISCUSS YOUR
personal situation.

$)3#,!)-%2 4HIS NEWSLETTER IS PROVIDED FOR GENERAL INFORMATION ONLY 0LEASE DO NOT RELY ON THIS NEWSLETTER AS A SUBSTITUTE FOR SPECIlC LEGAL OR lNANCIAL ADVICE
Before making any decisions you should consider your specific objectives, financial situation and needs.

