Your first home – have you thought
about investing?
Your first property does not necessarily have
to be the home you live in.
Home ownership still remains the great Aussie dream. But
there’s a growing trend among younger first time buyers to
take a slightly different path – rather than buying to live in
their first home; they’re buying to invest.
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Buying to invest offers first time buyers two major benefits.
First, it allows them to enter the property market now,
rather than later when property values may have increased.
Second, and perhaps more importantly, they can help
supplement the repayment of their mortgage through the
collection of rent, a real benefit for many first home buyers
struggling to meet their repayments.
If the lure of an investment property outweighs your desire
to live in your own home straight away, here are a few key
tips to keep in mind:

Location,
location,
location
Location, location,
location
For maximum rental returns, make sure that you choose an
investment property with tenants in mind rather than to
suit your own personal tastes. Good access to public
transport, easy care yards, and plenty of parking, for
example, always help to attract good rental income.
Pickyour
yourproduct
product
Pick
There are considerably more mortgage products available
for first time buyers these days than there were a decade
ago. 100 per cent finance products, for example, are now
mainstream options for many first time buyers who can
service a loan but have trouble saving for a deposit.

Some lenders also allow family members to use some
of the equity built up in their own homes as a
guarantee for first time buyers. Not only can this help
you get off the mark, it can also reduce the additional
expense of lenders’ mortgage insurance (LMI), which is
charged for loans that are greater than 80 per cent of
the value of a property.
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Look
benefits
Unlike owner occupied property, first time buyers
purchasing for investment may be able to take
advantage of tax deductions, a big bonus if you’re
operating on a tight budget. Property depreciation, for
instance, can be off set against personal tax since the
interest charged on the investment loan of the
property is considered as making a loss! If you’d like to
learn more, your Choice consultant should be able to
refer you to a good tax accountant to explore ways to
maximise the tax breaks associated with owning an
investment property.
While a great way to enter the market, buying your
first home as an investment property does have some
restrictions, particularly if you hope to take advantage
of the first home owners grant. Grants are made
available for borrowers that intend to make the
property their principal place of residence within 12
months of settlement. So if you’re looking to rent out
your first home you should check with your local
government’s revenue office for specific terms.
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Managing interest rate rises
When rates rise, a few simple proven tips can
help you keep on top.
A rise in interest rates is an unwelcome announcement
to anyone with a mortgage. An increase of a quarter of
a percent, for example, means finding around an extra
$40 per month for the average mortgage repayment.
But can anything be done to mitigate the impact of
rising rates? There sure is:
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Check
Start by taking a look at your current interest rate and
whether you could be paying less. There are lots of
different types of home loans available, with a significant
difference in the rates. As a rule of thumb, the more
flexible the loan, the higher the rate – so check and see
if you’re getting stung for bells and whistles you don’t
need.
Line of credit loans, redraw facilities and offset
accounts, for instance, generally come at a higher rate.
If your loan has features that you’re not using, however,
it may be worth switching to a cheaper model. A ‘basic’
or ‘no frills’ loan may not have the flexibility of some of
these products, but they could be tens of dollars
cheaper each month.

Get
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a professional
Get help
a professional
New products are hitting the market every month
and competition for your business among lenders can
be fierce. Your Choice consultant will be able to
explore your options, so it’s well worth giving them a
call. Should they identify a more appropriate loan to
suit your situation, refinancing through them can be
quick and easy.
Is
fix?fix?
Is itittime
timetoto
If you’re concerned that rates are going to keep
rising, it may be worth looking at fixing your interest
rate. With a fixed rate loan you make the same
repayment, which can help you with budgeting each
month. In a rising market a fixed monthly repayment
could also end up lower than the variable rate,
however, bear in mind that you’ll be stuck with your
fixed rate if interest rates do fall.
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Better budgeting

Newsletter

Keep your household spending under control with these
five sure-fire budgeting tips:
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1.
budget – Record what you’ve spent and what
1. Set
Set aabudget
you’ve saved each month. This will help you set a budget
for regular outgoings and non essentials for the month
ahead. And once you commit to a budget stick to it –
think of the reward that lies ahead as motivation.
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2. Have
Haveaaplan
plan – Set your goals within a certain time
2.
frame: six months to a year should keep you motivated.
Also aim to use the money you’ve saved wisely, such as a
lump sum repayment in to your mortgage, home
improvements or even reward yourself with a family
holiday.
3. Review
Review – Take note of your regular fixed outgoings,
3.
like your mortgage, school fees and bills. Once you’ve got
these established, look closely at what’s left over – you
may be shocked to see what’s running though your
fingers!

today
4. Start
Startsaving
saving
today – Don’t delay. For every dollar
you spend, try and save five or 10 cents. Put this seedling
savings scheme out of temptation’s way and you’ll find that
it will grow quickly.
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5. Give
Giveup
upsomething
something – Cut back on the fancy coffee
and a muffin every morning, and if you smoke, now’s the
time to quit. Also look for other regular outgoings that
you can live without, and put the money you’ve saved
aside, or to good use.
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