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3 November 2009
Saddle up for the rate rise ride
Second cash rate rise for the year setting the festive season scene
In a move expected by most Australians, the Reserve Bank of Australia (RBA) has increased the cash rate by 0.25 percentage points for a second consecutive month, to 3.5%. This follows positive results from economic growth indicators, signalling a need to reduce the monetary stimulus provided over the past year by historically low interest rates. 
The last time the country’s official interest rate was higher than 3.25% was in December 2008, when it had dropped quickly to 4.25%.
Once passed on by lenders, the November 2009 increase will affect the majority of mortgage holders - even more so than in the past, now that 95% of all new loan approvals nationally are for variable rate loans, according to Mortgage Choice customer data.
Local Mortgage Choice Franchise Owner Bernie Foley said, “The November and October rate rises, if passed on by lenders, see variable rate loan repayments increasing by almost $100 per month, based on a 30-year $300,000 mortgage with a rate that stood at 5.75% beforehand.”
“A borrower with this mortgage would have had to adjust their budget by $47.93 for the October rise and $48.50 for November’s, when passed on by their lender. If rates rise by another 0.25 percentage points in December, as many are predicting, and lenders pass that on, this borrower will watch their monthly mortgage repayments rise by another $49.05. 
“A savvy mortgage holder will already be making repayments as if rates were at least one or two percentage points higher. However, a number of Australians are adjusting to rate rises for the first time while others may have become too comfortable with the low rate run we have been enjoying. For those finding the changes a challenge, it is time to reassess budgets and consider the options available.”
Mortgage Choice’s tips to help borrowers battle interest rate increases include:

1. Compare your home loan to others - you may save yourself money by switching to a loan with fewer features or with a different lender that has a loan offering a lower interest rate. Consult a reputable mortgage broker with access to a wide range of lenders to compare your loan options.
2. Recalculate to lower your repayments - if additional money is sitting in your loan account, consider having your lender recalculate the loan amount using the extra funds, which changes the loan amount to reflect what you actually owe. This, in turn, decreases your repayment level. Of course, it also means this money is no longer available to redraw.

3. A fixed rate may help – moving to a fixed rate will probably mean you must make higher repayments but it can provide you with peace of mind around the stability of your repayments over the fixed term. Before deciding you need to think about what’s ahead for you in the next few years then ask yourself how much you value a steady repayment level and if it is worth the extra money and less flexibility.
4. Increase your loan term – restructuring your loan with your lender by stretching it over a longer period of time will attract extra interest with each extra month but it will lower your repayments, assisting you in the short term.

5. Consider debt consolidation – if you are finding it a challenge to meet repayments for a number of debts (eg. credit cards and personal loans) other than your home loan, then you could think about combining them into one. Note that stretching the debts over a longer term will attract more interest, so if you do consolidate it is a good idea to repay the combined debt at a level higher than necessary, (depending on your overall investment strategy).
Visit Bernie Foley website at www.mortgagechoice.com.au/bernie.foley
 or call 08 9376 1922
For further information or to arrange an interview please contact:

Bernie Foley
Mortgage Choice

08 9376 1922
About Mortgage Choice
Mortgage Choice, Australia’s largest independently-owned mortgage broker, has a national network of hundreds of franchises and loan consultants supported by Group and State Offices. It provides loan advice on, and choice of, products offered by an extensive panel of Australia’s leading lending institutions.

Importantly, Mortgage Choice head office pays franchisees the same commission rate for the home loans they write, regardless of the rate paid by the lender selected by a new customer - and has been doing so for most of its 17-year history. The company has no products of its own and works in each customer’s interests to source a loan that suits their individual needs.
Mortgage Choice has no balance sheet or funding risk, and consistently delivers strong profits and attractive yields. The company listed on the Australian Stock Exchange in August 2004 (ASX sign: MOC) and is a member of the Mortgage & Finance Association of Australia (MFAA).

Recent awards/recognition: 2009, 2008, 2006 and 2005 MFAA Awards Retail Aggregator/Originator of the Year; 2009 and 2008 BRW Fast Franchises list; No.1 spot on Top 25 Brokerages list by Mortgage Business magazine; 2009 Australian Banking & Finance Awards Best Financial Institution Employer; 2009 Great Place to Work® Institute Best Companies to Work For list; 2009 and 2008 10 Thousand Feet Top 10 Franchise list; 2008 MFAA Awards Best In Mortgage & Finance Industry.
Visit www.mortgagechoice.com.au or call the customer service centre on 13 MORTGAGE.
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