A SWITCH IN TIME SAVES………….!!!

A home loan can be one of the biggest financial decisions of your life. But just because you already have a mortgage doesn't necessarily mean you're stuck with it. Other loans currently on offer might mean lower costs and savings. 

Does this sound familiar? 
A number of years ago you went to your local bank and applied for a mortgage of €200,000. You were delighted when you were told you had the mortgage and could go ahead and buy your new home. You didn’t even enquire as to what rate you received, whether it was fixed or variable etc. You’ve since been living happily in your new home delighted at being on the property ladder.

However, it might interest you to know you could save thousands by switching your mortgage to another lender.

Changing your mortgage provider need not cost you a penny. Certain banks have a Switcher Service which allows you to switch your existing home loan, and they pay all legal costs usually associated with switching your mortgage. The only provision is that you keep the mortgage with that Bank for a period of five years.

How does it work?

The Bank use title insurance to replace the solicitor’s report on title and this ensures them against any problems with the title to your property for the life of the mortgage. This means the Bank does not need the title deeds until after they process the remortgage. 

Why Switch?

Simple: You could save thousands over the mortgage term. For example someone with a mortgage of €200,000 paying an interest rate of 5.48% would be making a repayment of €1226 per month. If they switched to another lender they could pay as little as *4.50% in interest. This would result in a reduced repayment of €1,112 per month resulting in a possible saving of €34,000 over the term of your mortgage. So isn’t it time you looked at the rate your paying on your mortgage?

What's a redemption fee?

A redemption fee is a fee to redeem or pay off your mortgage. It is prohibited under the Consumer Credit Act. A fixed-rate redemption fee is different. It is a fee for breaking a fixed interest contract, whether or not you redeem your mortgage.

If your mortgage is a "fixed-rate" type rather than variable rate, you may have to pay this charge for terminating a loan agreement early (which you would be doing if switching to another lender). This fee can be quite hefty, so take account of it in working out whether to make the switch.

Also, if your old loan was a variable-rate one, think twice about moving to a fixed-rate one because you could face these redemption fees further down the line.

While lenders aren't allowed to charge a redemption fee or penalty for switching from a variable rate mortgage, some do try to claw back discounts or "free fees" if you switch within a specified time after taking out your old mortgage, so check the terms and conditions.

Which is better then, fixed rate or variable? 
A variable rate can sometimes work out cheaper over the term of the loan, and is far more flexible. There are no penalties for early repayment, and the lender should not charge you for switching to another lender. 

But a fixed-rate loan can have advantages when interest rates are low. It may also be suitable if you have borrowed to your absolute limit and can't risk an interest rate increase.

Couldn't I just use a broker to shop around for me?

You could. The main advantage is that a mortgage intermediary (a broker or agent) can take the work out of shopping around. However, it is very important to ascertain the broker’s independence as some may be limited to as little one or two banks, or may have ‘preferred providers’.
*The above figures are based on a Loan to Value of 50% or less.

If you have any queries regarding this weeks article or any area of your finances either Tommy Corbett or Donal Carey can be contacted at:

Carey Corbett Financial Solutions

1st Floor Roslevan Shopping Centre

Tulla Rd.

Ennis

(Ph) 065  6893540   email:  info@careycorbett.com
