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Strange as it may seem, acquiring a new loan caxdigng for the property investor — the thrilltbe purchase, followed by the anticipation of
the application, the fury of the photocopier, thgstary of the credit assessors, the troublesomgestdor additional supporting documentation
and finally the triumph of the approval. Compatedll that activity, the years of tedium the rapayts inevitably involve are often forgotten.

Now that you have the loan, what do you do withki€re are my assorted thoughts on how propergstovs should manage their loans.
1.

Debt Managemen

Paperwork in Order — create a dedicated manila folder for each loghlabel it well. KEEP all those annoying pampéikenhd booklets
from the bank, and most importantly hang onto tatdr of Offer for your loan facility. Create atasheet to put on the front of the file
recording the lender, loan account number, origilnalvdown amount, establishment fees, fixed rgpérgxate, early termination fee
expiry date and REMEMBER THIS ONE write down thegmse of the loan. The purpose can be as simpBugs123 Smith St,
Pleasantville”; however after you have been inmegstor a while you might find some loans are usedé-financing others, or for
working capital. For your accountant’s sake, agdainly if you are ever audited, always recordryloan purpose. When you re-
finance, create a nededicated manila folder, note at the front offdider which loan this one paid out, the principking to establish &
flow of funds back to the original loan drawdowrdgrurpose. All this paperwork sounds boring, hetdenial of tax deductions will
cost you much more than the new rate discountythabbtained by refinancing.

Monitor Loan Rates —the bank that offered you a great rate when yat fiought the property will not always be the clesap |
suggest reviewing your loan every two to three y@end doing a comparision against similar produCesttainly review the loan at key
dates which would include:

Expiry of Honeymoon Rate

Expiry of Fixed Interest Rate Period

Expiry of Early Termination Fee

When your income position has substantially impdofer example pay rises or sustained rent inceease

When your equity position has substantially imprhver example an increase in property values édsaed your loan to
value ratio to under 80% meaning you could re-faeaio a loan product without mortgage insuranceany cases.
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Use Spare Cash to Pay Off Debt leng-term readers of this newsletter will know that position is that cash is better spent on
increasing your asset base by additional purchasiesr than paying off debt; however | will adnhiat there is a time to pay off your
existing loans. That repayment time is when yawnoafind a home for your investment capiial other words no decent investment
opportunities) and you are in danger of fritteravgay your hard-earned savings on trivialities li&staurants, clothes and holidays. M3
it not be so! If you find the cash piling up ahé turge to burn some, pay off your debt insteawth8 question quickly turns to which
debt to pay off first. Remember the golden rif&sY OFF PERSONAL DEBT FIRST before repaying anygsinent debt. And the
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silver rule which is related — DO NOT MIX INVESTMENDEBT WITH PERSONAL DEBT. | will now explain thesn more detail.
Your personal debts, like credit cards, furnitund avhite goods loans, car loans, and your ownemgied housing loan, have interest
payments that are not tax-deductible; which malkes tlebt twice as expensive. Pay off your persdelts first; starting with the ones
with the highest interest rate. Once you have pfiidne of these debts, you will find an incredifleeing feeling and want to keep on
going, as a snowball effect builds. Before youwiioyou will be personal debt free. Once you awhithis position, remember to not
borrow for personal needs again (apart from pogsitir own residence). Pay cash for personal itamd borrow for investment. Now
regarding the DO NOT MIX advice —one trap is to pagne money off an investment loan with your spash and then redraw those
funds when you need them again for a personal negeint. By redrawing, you have changed the purpbs®t portion of your
borrowing from investment to personal, and yourdaructibility on that loan will start to diministiar better in this situation would be
to park the cash in a loan offset account, whidhreduce the loan interest while it is stored ghend then you can extract the cash
when required without ill-effect.

4. Prepare Yourself for Your Next Purchase -you are a smart cookie and realise that we afeeiearly stages of a market upswing, and
you want to be ready to buy another investmentgntygp What should you do to get your own houserder?

a. Repay Personal Debtsget rid of all those silly little loans for stufbu bought for your house and car. Bite the bulite, tight
for a month or two and repay them. You will berdpwonders for your Debt Servicing Ratio at theksaquite easily
enhancing the potential purchase price of your mestment property by $50,000 or more.

b. Close Credit Cardsif you have multiple credit cards, | ask do yoallgneed them? Those reward points you are chasin
could easily prevent you getting another propeRgr example, every $1000 in credit card limit rezkiyour borrowing power
by around $3000. Closing a $10,000 Visa Card cenhble you to borrow $320,000 instead of $290,08®close all your
credit cards except one, and reduce the limit ahdhe to what you need for ONE months transadtieegirements, and of
course REPAY the entire transactional balanceeséttu of each month. If you cannot do this, yauret ready to buy anothe
investment property.

c. Order a Copy of your Credit Fileyou can order this online http://www.vedaadvantage.com/personal/mcf/my-créigitdot
for free if you are not in a hurry. Have a reatigh your report and make sure it is accurateyancdon’t have any defaults.
If there are problems, sort them out well beforenyfide hits the desk of a loan approval officékctually your file doesn’t go
to a human anymore, instead it goes directly teeditscoring computer, and anything out of thera or problematic in
your application means it will go straight to DEGIH faster than you can say “Insulation is an armags&’'A Union List’ " !
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Remember, manage your debt or your debt will mayage

Happy Investing

Adam Bettison

RECENTLY LISTED AND SOLD

BEECHBORO MARANGAROO BEECHBORO BEECHBORO
Sold Sold Sold In Two Days New Listing

3x1 4x2 Land Area 544m2 4x2

Large Patio Area Pool and Spa Frontage 17m Large Living Areas
$349,000 $479,000 $299,000 $399,000
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RECENTLY LEASED

LANGFORD BEECHBORO MORLEY MIDVALE
House House House House
3 Bedroom 4 Bedroom 3 Bedroom 4 Bedroom
1 Bathroom 2 Bathroom 1 Bathroom 2 Bathroom
$28(P/W $42(P/W $30(P/W $33EP/W
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IMPORTANT: This newsletter is not advice. Clients should not act solely on the basis of the material contained in this newsletter. Information herein are general comments only and do not constitute
or convey advice per se. The newsletter is issued as a helpful guide to clients and is for their private information. Every effort is made to ensure the contents are accurate at the time of publication. We
take no responsibility for any subsequent action that may arise from the use of this newsletter.

Published by HouseSmart Real Estate Pty Ltd.
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