
 



 

Consider this: 30 years ago it cost about 3.5 times the average annual salary to buy an average priced Australian home – 

today, it costs around 7.5 times our yearly earnings 1. 

With the average new home loan nudging $444,0002, it’s more important than ever to look at strategies to shrink your 

mortgage and work towards greater financial freedom sooner. 

 

The trick is there is no trick. Unless you strike it rich, debt reduction always takes financial discipline and usually some sacrifice. 

But if you are prepared to prioritise your spending and adopt a long-term focus, there are ways to slash your mortgage and get 

ahead. 

 

GET THE RIGHT LOAN: With interest rates at historical lows, you might be lulled into thinking there is little to be gained by 

shopping around. Apart from possibly paying for features you don’t need or missing out on a lower rate, you need to think 

beyond the here-and-now and consider your debt if interest rates climb. 

Look for a loan that suits your circumstances. If you plan to make extra payments, consider a redraw facility that allows you to 

tap into the buffer you have built up, with no penalties or restrictions. 

Securing the lowest possible rate is important, but make sure the offer is not a honeymoon rate, which will expire in six or 12 

months and may leave you paying a higher rate for the life of the loan than if you had borrowed elsewhere. 

If switching lenders or to a new type of loan, make sure you weigh up the cost of any switching or early exit fees against what 

you expect to save before signing on the dotted line. 

A mortgage broker can help you navigate and compare the hundreds of loans available to find the right one for your situation. 

 

MAKE EXTRA PAYMENTS AS SOON AS POSSIBLE: You pay the most interest in the first few years of a loan when the principal 

is at its highest. The sooner you can start reducing your principal, the better. 

Let’s say, for example, you start out with that average new home loan of $444,000, taken out for 30 years at 5.5 per cent per 

annum. And say you tip an extra $100 a month (a modest $23 a week) into the repayments. You would knock $84,951 or 2.7 

years off your debt. Pay an extra $200 a month and save $147,930 or 4.89 years. Super-size that to $300 extra per month and 

you will slash a massive $203,054 or 6.71 years off your mortgage. 

You should also pay any windfalls, such as tax returns or work bonuses, into your mortgage to chip away at the principal faster. 



SET YOUR SAVINGS TO WORK: Another way to make big dents in your mortgage debt is to leverage any savings via an offset 

account. Basically your savings work for you because they are offset against your loan balance to reduce the amount of interest 

you pay. If you have a $200,000 loan, for example, and $20,000 in a savings account linked to your mortgage account, your 

interest repayment will be calculated on $180,000. To maximise your savings balance and cash flow management, have all of 

your income paid directly into the account and all of your expenses paid out of it. 

Hopefully, your cash in is greater than your cash out, so there are savings to offset against your loan. Maximise your savings 

further by putting as many of your expenses as possible on a 55-day interest free credit card and pay the full balance by the due 

date. That allows you to maintain as much in your savings account for as long as possible each month, with interest on your 

home loan calculated daily but charged monthly. The example above is a very neat one to illustrate the concept. Your savings 

account will fluctuate depending on your monthly cash flow, and so will your interest repayments. As long as month on month, 

the savings are growing and the loan balance shrinking, you are heading in 

the right direction. 

If you struggle to save or be disciplined with credit cards, this strategy may not be right for you. You might be better off setting 

up a direct debit straight from your pay for extra repayments on your loan. 

Instead of an offset account your lender may offer you a line of credit, where all of your income and debt run in and out of the 

same account, so your mortgage basically becomes your transaction account. The more funds that go in – and stay in – the 

lower your interest repayment each month and the faster you pay down the debt. The problem is many borrowers find they are 

not disciplined enough to keep reducing the debt and tend to treat the available balance as disposable income. While they can 

work for shrewd owner-occupiers, lines of credit are generally better suited to property investors who are looking to negative 

gear and rely on capital gain over time. 

 

CASH FLOW IS KING: You may be wondering where to find funds for extra loan repayments or how to stockpile savings in an 

offset account. It comes down to how you manage your cash flow, which is essentially how you prioritise your spending. Make 

an honest appraisal of your expenses each month and look for discretionary costs you can get rid of or cut back. It may mean 

eating out less, taking your own lunches to work, cleaning your own home, taking cheaper or fewer holidays or buying less 

expensive clothes. Most people who have made significant inroads on their mortgages faster than others have made sacrifices 

along the way. Think of it as short-term pain for long term gain, which is ultimately a better financial future. 

1. ATO & ABS data 

ABS Average Weekly Earnings, Australia, May 2015 

ABS Average Weekly Earnings, States and Australia, March Quarter 1985 – published June 1985 

ABS Residential Property Price Indexes: Eight Capital Cities, Jun 2015 

RBA Dwelling Prices and Household Income, published December 2012 
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Whether you think it’s a necessary evil, believe it makes the world go round or wish it grew on trees – money is an essential 

part of life. Take our quiz to test how much you really know about your money and how it can work for you. 

True or false – select the correct answer. You can find the answers at the bottom of our email. 

 



 

 



 

 

 

Board games 

Got a summer wedding on the horizon and racking your brain for a unique gift? This name engraved chopping (or cheese?) 

board is sure to win the clever present prize. 

www.dustandthings.com 

 

 

 

Special delivery 

Delight your little elf on Christmas morning with this personalised cotton lined hessian sack, which will look like it’s come 

straight off the back of Santa’s sleigh and landed under the tree. 

www.etsy.com/au/shop/MonetandSox 

 

 

 

http://www.dustandthings.com/
http://www.etsy.com/au/shop/MonetandSox


 

 

Dear Diary 

The writer in your life will be thrilled to see their name embossed across the cover of this beautiful, bespoke, leather-bound 

diary. 

www.hopehousepress.co.uk 

 

 

 

Do you ever contemplate taking a family trip but it all seems too hard? Wonder how you’d stay sane with a toddler on a long-

haul flight? Does travelling with your kids give you a sense of terror rather than joy? If the answer is yes, then Travel Without 

Tears is for you. This practical and entertaining survival guide is essential reading for anyone contemplating a family holiday. It is 

packed with ideas and inspiration for where to go and when to do it, as well as practical tips to help you through every stage, 

from booking and planning, to coping on the road or in the air, and getting your kids fully engaged in the experience. 

Tastemaker RRP $19.99 

www.travelwithouttears.com 

 

 

http://www.hopehousepress.co.uk/
http://www.travelwithouttears.com/


 

Funniest pet 

Australians are a nation of pet lovers – the RSPCA tells us that 63 per cent of households own a pet. With an estimated 33 

million pets in this country, Haven is on the hunt for Australia’s funniest pet. Send us a photo of your furry, feathered or scaled 

friend and if our funny bone is tickled, $1,000 could be on its way to you. 

How: email your story to havencompetitions@afgonline.com.auplacing ‘Funniest pet’ in the subject line. 

Include: your name, address, email, phone number and the name of your mortgage broker. 

Dates: opens on November 20, 2015 and closes on January 20, 2016. 

Winner: will be decided on January 21, 2016 and notified by telephone after this time. 

Terms and conditions: email havencompetitions@afgonline.com.auto request terms and conditions. 

 

 

The property booms in Sydney and Melbourne have begun to have ripple effects for borrowers throughout Australia. 

Earlier this year, the Australian Prudential Regulation Authority (APRA) grew concerned about skyrocketing property prices and 

asked the major banks to ensure their investment lending did not grow by more than 10 per cent. 

When investment lending and home prices kept climbing, APRA stepped in, forcing the big banks to bump up interest rates on 

their investment loans. Some banks have also increased deposits for investment properties from 10 to 20 per cent in a bid to 

thwart activity. 

The rapidly changing market has left many investors looking for new lenders and those owner-occupiers with interest-only 

loans, commonly used by investors, wondering if they will be penalised unintentionally. 

Adding further pressure to interest rates is APRA’s requirement for major lenders to maintain higher cash reserves to withstand 

loan defaults in the event of an economic downturn. 

If you are looking to invest in property or have an interest-only loan, talk to your mortgage broker about navigating these 

changes and securing the right loan for your circumstances. 

mailto:havencompetitions@afgonline.com.au
mailto:havencompetitions@afgonline.com.au


        

Haven readers love a good competition and our fuss-free Christmas prep hints and tips comp was no exception. Ideas on how to 

make the festive season a little less stressful flooded in, and while there were a stack of great ideas, we think that the winner’s 

stood out from the pack.Congratulations Yvette, and thank you for sharing your cookie recipe with us in Haven Food. $1,000 is 

on its way to you – just in time for Christmas! 

Here’s my stress free festive tip (warning – this is a great tip): 

I have a recipe for a Christmas cookie that makes about 50 – 60 cookies. It is awesome. These cookies are so good – they are 

practically addictive. So I set aside a day in late November and make these cookies, bake them and ice them and put them in 

the freezer. That way, if there is a Christmas party, a dinner party, a barbie, friends drop by unexpectedly or any festive event 

really, I can just pull a dozen or so out of the freezer and show up with some homemade cookies as if I just whipped them up 

effortlessly like Martha Stewart. 

The only problem with this is: they taste so good straight from the freezer it is hard not to sneak a couple here and there. 

http://www.smartonline.com.au/wp-content/uploads/2015/11/haven-answers.jpg


 

Yvette’s Christmas cookies 

Our Haven Win contestant shares her festive tip recipe. 

Cookie ingredients: 

450g softened butter 

2 1/2 cups icing sugar 

2 tsp vanilla extract or essence 

2 eggs 

5 cups plain flour 

1 tsp bicarbonate of soda 

1 tsp salt 

Icing ingredients: 

2 1/2 cups icing sugar 

1/2 cup (115grams) softened butter 

Little bit of milk 

Method: 

Cream together the butter, icing sugar and vanilla with an electric mixer. Add the eggs and mix in. 

In a separate bowl mix together the flour, bicarbonate and salt. Add the flour mixture to the butter mixture a little at a time. Mix 

well with your hands until a dough forms. Divide the dough in half and wrap each portion in cling wrap. Refrigerate dough for 30 

minutes. 

Preheat oven to 180C. 

Roll out dough 5mm thick on lightly floured surface. Cut into shapes with a cookie cutter (use a festive cutter if you like). If the 

dough becomes too soft and is difficult to roll, put it back in the fridge and roll out the other half. 

Bake in the oven until they just start turning brown around the edges – about 8-12 minutes. Watch them very carefully because 

they brown quickly. 

Icing: 

Mix together the icing sugar and butter with an electric mixer. Add a little milk (and a drop of food colouring if you’d like 

coloured icing) until it is the right consistency to spread or pipe on your cooled cookies. 

These cookies freeze well … or you can just eat them right away! 



 

A record 101,000 properties – or around one in five of those put on the market in Australia last year – went to auction 1. And 

while clearance rates vary between markets, there is no denying plenty of buyers are willing to go head-to-head with the 

hammer. 

Onsite or in a room, auctions can be both exhilarating and daunting, especially for novice bidders. As with any property 

purchase, the keys to success are prior preparation, research and a clear head. 

Haven has help at hand so you can make the most of the auction action. 

 

BEFORE THE AUCTION 

 

Know how much you can afford 

Before you set your sights and heart on any particular property, visit your mortgage broker to find out how much you can 

borrow. Knowing how much you can spend will narrow down your search, keep your expectations in check and prevent you 

wasting time and energy looking at properties beyond your reach. Most lenders will also pre-approve the amount, but keep in 

mind this does not guarantee the loan. The property, for example, still needs to be valued by the lender to ensure it meets the 

value-to-loan ratio. In other words, if you pay more for the property than what it is worth, you may be denied the loan, even if 

pre-approved. 

 

Know the market 

Once you set a budget, narrow down the market and identify properties of interest. Research the asking price and previous sales 

of similar properties in that postcode, especially those in surrounding streets. You should also visit local open houses (auctions 

and regular sales) and sit on the sidelines of a couple of auctions before bidding yourself. 

 



Know the property 

If a property ticks all of your boxes and you feel you stand a good chance of landing it at auction, consider investing in an 

independent valuation with a certified practitioner. 

For around $400 to $600, depending on the property size and location, an independent valuation generally provides a more 

accurate appraisal of the market value than the selling agent’s estimate. This will also give you a guide on how your lender will 

value the property. Just remember, valuations are just that – a guide. Auctions can go either way, often eclipsing price 

expectations or leaving vendors disappointed, so it’s important you know as much about your market as possible and how much 

you are prepared to spend. 

 

No cooling off 

Unlike standard property purchases, there is no cooling off period when you buy at auction, nor is the property sold subject to 

finance, inspections or other conditions. If you are the successful bidder, you are the buyer, and a 10 per cent deposit is usually 

due that day or within 24 hours. If you change your mind, are declined finance or find fault with the property before the 

settlement due date, you will forfeit the deposit and possibly incur other costs if the vendor has to sell at a lower price. 

It may sound like buying at auction is fraught with traps, but it’s really just a case of finding out as much about the property as 

possible beforehand. 

All properties up for auction must have a contract, which should include the title documents, the zoning certificate, drainage 

diagram and approvals for additions such as a swimming pool. Show a copy of the contract to your legal adviser, who may run 

some other property checks or request a survey. 

You should also get a pest and building inspection before the auction. Some buyers may be reluctant to fork out on inspections 

and legal advice when there is no guarantee of winning the auction, but you are taking a significant financial gamble if you are 

the successful bidder and haven’t done your homework. 

 

AT THE AUCTION 

 

Stick to your limit 

Before you start bidding, it’s critical you set an upper limit – and stick to it. If buying a property with your partner or another 

party, have a direct and honest conversation prior to ensure you are both on the same page when it comes to maximum spend. 

Emotions can run high in auctions, and competitive spirits often compete with cool heads. 

 

Attend or agent 

If you’re concerned about getting swept up in the auction frenzy and spending more than planned, you might be wise to send a 

buying agent to do your bidding. Just as a real estate agent represents the vendor, a buyer’s agent represents you and can help 

search, evaluate, bid and negotiate on your behalf. Some buyer’s agents work for a flat fee, while some charge a percentage of 

the property purchase price, or a combination of both. 

The advantage of a buyer’s agent is that they are emotionally detached and focused only on your brief. This can be especially 

useful if bidding on an investment property, where emotional attachment is relatively low. 

 

When to bid 

It’s probably more a case of when not to bid. Don’t bid until the property reaches its reserve price and the auctioneer declares it 

officially on the market. If you have taken a contract, the selling agent will have you in their sights and may pressure you to bid 

sooner or more than you wish. Resist the pressure and stick to your plan. 



Sold! 

If successful, you will be asked to pay the deposit, which is held in trust until settlement – usually four to six weeks, depending 

on the regulations in your state and terms of the sale contract. Your lender will then finalise your loan and also ask you to take 

out insurance cover in the unlikely event the property is damaged or destroyed during settlement. Technically the property still 

belongs to the vendor until settlement, but ownership can be grey in the case of insurance once a sale contract has been signed. 

1 CoreLogic RP Data http://www.news.com.au/finance/real-estate/corelogic-rp-data-reveals-propertyauction-statistics-across-australia-for-

2014/story-fncq3era-1227201821367 

 

 

 
The answers for ‘Fund Facts – how much do you know about money?’ 
How did you go? 

1. TRUE. You don’t have to retire to access your super providing you’ve turned 65. You can access your super before you turn 65 if you’ve 

reached your fund’s preservation age and stopped working. Your preservation age depends on when you were born. 

Visit www.ato.gov.au/Individuals/Super/Accessing-your-super 

2. FALSE. The comparison rate refers to the true interest rate you will pay after the ongoing and establishment fees are factored in. It doesn’t, 

however, take into account any exit fees the lender might charge. 

3. FALSE. You can only nominate a dependant (a spouse or child) or your estate to receive your super’s death benefit. Your estate, however, 

can include someone who isn’t a dependant, such as a sibling or parent. Make sure you have a legal will and check with your legal adviser if 

you need to nominate or update your super beneficiaries. Visit 

www.moneysmart.gov.au/superannuation-and-retirement/how-super-works/insurancethrough-super/super-death-benefits 

4. TRUE. The amount of insurance you take out on your home building should be based on the cost of building your home again in today’s 

market, not how much you still owe on your mortgage and not how much you paid for your property. 

5. FALSE. Even though you will have paid off your home, you will still need about 67 per cent of your current income for a comfortable lifestyle, 

according to the Australian Investment and Securities Commission. Visitwww.moneysmart.gov.au/superannuation-and-retirement/how-

super-works/super-contributions/how-muchis-enough 

6. TRUE. Lender’s mortgage insurance (LMI) is charged to the borrower when a loan exceeds 80 per cent of a property’s value. The insurance is 

a safety net for the lender to recoup its funds if you default on the loan. 

7. TRUE. Salary sacrifice payments into super are taxed at just 15 per cent, which is why it’s a great way to boost your retirement savings. You 

can salary sacrifice up to $30,000 

a year into your super, or up to $35,000 if you’re over 50. Visit www.ato.gov.au/Individuals/Super/Super-and-tax/Tax-on-contributions 

8. FALSE. It will actually take you 31 years to pay off the debt and cost you more than $5,500 in interest. Always pay more than the minimum 

to help reduce your debt faster. 

9. TRUE. By paying fortnightly you actually make 13 payments a year instead of 12, which helps you reduce your debt faster. 

10. FALSE. The compulsory superannuation rate – what your employer must pay on your behalf – increased on 1 July 2014 to 9.5 per cent. 

Some employers opt to pay a higher percentage on behalf of employees. Check your super rate and choose a fund that suits your needs, not 

your employers. Visit www.ato.gov.au/Individuals/Super/ 

*Tax: the information in this article does not constitute advice. As taxation legislation is complex,we recommend you speak with your financial 

advisor, tax advisor or contact the ATO for further details and expert advice regarding your personal circumstances. 

 

WHAT YOU NEED TO KNOW 

Any advice contained in this newsletter is of a general nature only and does not take into account the objectives, financial situation or needs of 

any particular person. Therefore, before making any decision, you should consider the appropriateness of the advice with regard to those 

matters. Information in this edition is correct as of the date of publication and is subject to change. 

Need to talk finances? 

Whatever your circumstances, we will find the deal that’s right for you, not the lender. Send through a quick enquiry and we will 
be in touch. 
G E T  I N  T O U C H  
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