
 

Offset accounts, interest rates, monthly fees, exit penalties – finding 
the perfect home loan can seem overwhelming. 

Finance Home Loans

The good news for those 
seeking to make their home loan more 
effective is that help is at hand – and by 
applying some proven strategies, you can 
reap the benefits. 

With numerous lenders offering hundreds 
of products, choosing the right home loan 
can be a challenge. 

“For the average person to understand the 
different loan products and determine what 
is the best loan for their particular situation, 
it’s going to be very hard without consulting 
either a professional or someone who can 
shed some light on the home loan market,” 
says Australian Unity’s General Manager of 
Personal Financial Services, Steve Davis. 

Individuals who seek out professional 
advice benefit from specialist knowledge of 
the market and can be cautioned against the 
pitfalls and traps of each loan. 

“There are more than 300 loans out there 
from more than 30 lenders. Good mortgage 
brokers have the software and expertise to 
compare each client scenario to determine  
who is the best and the cheapest lender for 
them,” Steve says. 

It’s all in the detail

Steve says a key strategy to saving money is 
to carefully examine the details, as people 
often make the mistake of taking out a loan 
without fully understanding all it entails. 

“Often consumers end up paying higher 
interest rates or fees for features and 
benefits they don’t really need,” he says. 

Similarly, hidden costs associated with 
loans, such as early termination fees, are 
often overlooked. Steve also warns not to 
be confused by the way in which banks may 
make information available. 

“Some banks document early termination 
fees in a dollar amount and others document 
the fee in percentage form. People who 

don’t understand the terminology used 
for the Early Repayment Fee (ERP) may 
overlook this when considering the true cost 
of the loan.” 

Money saving strategies

Making extra repayments can generate 
significant savings in interest repayments 
over the long term. For example, if you 
have a $400,000 loan over 30 years at 5.5 
percent per annum interest, your monthly 
repayments will be $2,271. If you can afford 
to pay an extra $200 a month, you’ll pay the 
loan off five years sooner and save $85,714 
in interest. 

Paying extra off your mortgage by using 
a lump sum, such as a bonus at work or 
inheritance, will also significantly reduce the 
interest costs and ultimately save you money. 
Another simple yet effective repayment 
strategy is to pay off your loan fortnightly 
rather than monthly. Because there are 26 
fortnights but only 12 months a year, you 
effectively pay an extra month’s repayment.  

Reducing your loan account’s daily 
balance is also a clever way of minimising 
the interest charged. Most home loan 
providers calculate the interest charge based 
on the loan’s outstanding daily balance. 

One way of reducing this balance is to 
have an offset account, which is like a 
savings account with the added bonus of 
being directly linked to your home loan. 
Money can be accessed or withdrawn at any 
time just like a savings account. The key 
distinction and vital advantage is that when 
the lender calculates the interest charge for 
the period, the balance held in the savings 
account is deducted from the loan account 
balance – even though no extra repayments 
have been made. 

“This means that every dollar held in the 
offset account has the same effect as if it 
were paid into the loan account,” says Steve. 

For example, if you have a loan of 
$300,000 and you have $30,000 in 
your offset savings account, every day 
the calculated interest charge would be 
$300,000 less the $30,000, so you would 
only pay interest on $270,000. 

To make the most of this structure, it is 
wise to keep all spare money in the offset 
account for as long as possible and have 
your salary paid directly into this account. 

Using a credit card for all your living 
expenses will also maximise the benefits of 
the offset account – this option is great if 
you can pay off your credit card within the 
card’s interest free period.  

“The idea is to keep as much money in the 
offset account. Using the interest free period 
of a credit card to pay for monthly expenses 
will result in the client keeping the bulk of 
their money in the account for the longest 
possible time,” says Steve. 

Consolidate and save

Steve also recommends consolidating your 
loans – as long as you are making the same 
repayment as before the consolidation. You 
may, for example, decide to consolidate 
your car loan debt, which is short term, 
into your long term, home loan debt, with a 
generally lower interest rate and repayment. 
The savings gained from the consolidation 
will only come to fruition if you continue 
to make the same pre-consolidation 
repayments.

Ultimately, the best recipe for saving 
money on your home loan is good planning, 
thorough research and expert advice.  

“Speak to a finance broker who knows the 
finance market to compare and make sure 
you are making a fully informed decision 
on a product and not basing your decision 
solely on the interest rate. You need to take 
all factors into consideration to determine 
the true cost of your loan,” Steve says.  +

How to save on 
your home loan
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GeT THe RiGHT ADvice

Before making any major financial 
decision, it is important to seek 
professional financial advice. 

<35_016_AU003_HOMELOAN_R4.indd   15 19/02/10   10:15 AM


