MANAGING RATES - A
JUGGLING ACT
Spiralling household debts are
driving a boom in mortgage
reﬁnancing. Reﬁnanced mortgages
now make up about one third of all
mortgages sold in Australia.
Traditional reasons for reﬁnancing,
such as to pay for renovations, ﬁx
interest rates or to get a better deal
are being overshadowed by families
paying off debts.
Many of those people are using the
equity in their home to pay the bills.
In effect they are turning their short
term consumer credit into long-term
secured debt. Secured over their
house.
As the Reserve Bank continues to
raise interest rates in an effort to curb
our spending, debt specialists are
reporting that it is other debts, not
the mortgage, that are causing some
families into “mortgage stress.”
“The issue for many families is do they
allow their home to be taken or do
they consolidate their household debt
and keep paying their mortgage,” said
Clifford Mearns from Debtescape.
“I don’t believe that a $15 per month
increase in the mortgage repayments
is the problem for many people,” he
said.
“The root cause of the problem is
the household debt that they cannot
service,” Mr Mearns said.
Broker Wizard Home Loans chairman
Mark Bouris, however, disagrees with
Mr Mearns, saying consumers are
telling him, via his YouTube postings,
that interest rates are hurting.
“Overwhelmingly, respondents said
they were already ﬁnding it tough
to pay their mortgage and that any
further rate increases by the RBA
would make it more difﬁcult,” Mr
Bouris said.

This was reinforced by the fact most
people said the last few years’ worth
of interest rate rises had outstripped
any increases to their income.
Stressed reﬁnancing
Driving the boom in reﬁnancing is
consolidation of debt.
Many families are carrying high levels
of unsecured consumer debts and bills
and are looking to put them together
with the mortgage.
“The RBA keep warning consumers
that interest rates will continue to rise
until there is a signiﬁcant slowdown in
domestic spending, which is fuelling
inﬂation,” Mr Bouris said.
“But the message isn’t resonating
and consumers’ appetite for debt is
growing”.
Mortgage Choice spokesman Warren
O’Rourke said more people were
coming to mortgage brokers looking
for help with debt issues.
“People with an existing loan who are
concerned, the ﬁrst thing they should
be doing is establish a household
budget and look at where their money
actually goes and ﬂows.
“The people who are struggling are
often people who have had a change
in circumstances like loss of income,
the break-up of the marriage, taking
on too much consumer debt.”

Things to do today
By...

Over a year save
approx...

Turning your heating
thermostat down by 1oc

10% off your heating bill

Turning off lights when
not being used

Up to 20% off your
lighting bill

Taking a shorter
shower (4 mins)

Over 1/3 off your hot
water heating bill

Using draught stoppers
under doors

5% off your heating bill

Switch off infrequently
used appliances

80% of the energy used

Air-dry clothes instead
of using the drier

$20 per year in
electricity

Unplug and recycle
the second fridge

$50-$80 per year
in electricity

Things to do tomorrow
Do this...

Save/
year..

Increase insulation

$30

Install double-glazed windows

$100-$300

Seal draughts

$50

Install external awnings/blinds

$20-$60

Use ceiling fans to redistribute
warm air in winter

$30

Plant trees on the north and
west of your house

$100-$200

Useful Websites:
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SUSTAINABLE LIVING IN
THE HOME
Each year a typical house pumps
approximately 11 tonnes of carbon
dioxide into the atmosphere. The
equivalent amount of greenhouse gas
would ﬁll 11 average homes.
The beneﬁts of you reducing your
energy consumption will be immediate.
It will save you money - and as
electricity, gas and fuel becomes more
expensive in the future - the savings
will prove even more signiﬁcant.

Energy Efﬁcient Appliances:
www.energyrating.gov.au
Green Electricity Watch:
www.electricitywatch.org
Live and Work Energy Smart:
www.energysmart.com.au
Real Green Home:
www.realgreenhome.com
© Good Environmental Choice - Australia
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REAL ESTATE
AUCTIONS: TRICKS OF
THE TRADE

Bidding tips:
...Establish a limit of how much you
intend to spend to purchase the
property.
...Bid clearly and precisely; don’t
leave a bid until the last second or
you may be missed.

I

f you have found a suitable
Auction Property you wish
to purchase what should you
do?

Inform the Agent of your interest,
1
leave your contact details and
request to be kept informed in the event
that prior offers are to be considered.

yourself with the local
2Familiarise
area, services and facilities.
Attend similar Auctions to better
3
understand the Auction process and
compare prices.

Ensure your ﬁnance is approved
4
prior to bidding and that you have
organised ready access to 10%
deposit.

5

If you have any doubts about the
structural condition or any other
aspects of the property, organise a
building inspection prior to bidding.

Check the contract, title and council
6
certiﬁcates before commencement
of the Auction.
If you require any variations to the
7
standard terms and conditions, this
must be negotiated prior to Auction

with the Agent and ensure approval is
evidenced in writing.

8

Advise the Agent if you have
instructed a third party to bid on
your behalf at the Auction. The person
bidding on your behalf will be asked to
sign the contract as purchaser unless
they produce written authority from
you stating that they are purchasing on
your behalf.

...Bid strongly and with conﬁdence:
this shows people you’re serious
about buying.
...Bid quickly - if you hesitate others
think this is your last bid, which
encourages them to keep going.
Likewise, you should realise that
others who are bidding quickly and
aggressively are trying to scare you
off.
...Start bidding when the ﬁgure is
below or within your price range.
...Don’t be shy about opening the
bidding at a ﬁgure to suit you.
...The Auctioneer will set the bidding
increments depending on the price
bracket of the property. Bid in these
increments if you can but don’t be
afraid to nominate a higher or lower
increment. However, the Auctioneer
has the right to accept or reject the
bids in the best interests of the
Vendor.
...When the bidding slows or stops
at a ﬁgure suitable to the Vendor,
as a precaution and to assist underbidders and any last minute bidders
the Auctioneer will give the ﬁrst call,
then a second call and ﬁnally a third
and ﬁnal call, then will bring the
hammer down: “Sold!”
For more tricks of the trade visit:
www.auctioneers.com.au
Source: Society of Auctioneers &
Appraisers (SA) Incorporated

RENOVATION COST
GUIDE TO SAVE
INVESTORS THOUSANDS
Renovation quotes can vary by up
to 70%, according to a new report
commissioned by building advisory
service Archicentre, which has recently
released a ‘cost guide’ with typical price
ranges for various common renovation
projects.
Robert Caulﬁeld, managing director
of Archicentre, said the cost guide
offers prices on projects from paving,
fencing, plastering and tiling, to tree
removal, repairs and complete building
extensions.
“If homebuyers and renovators have
no knowledge of the reasonable costs
of building or products, they could be
giving a builder or project manager a
blank cheque,” Caulﬁeld said.
There is an average price range listed
in the new cost guide for almost every
imaginable home renovation project,
Caulﬁeld said, although Archicentre
warns that prices will vary according
to tradespeople, the quality of the
job, materials, site access and other
factors.
On average, of the capital cities,
Brisbane, Perth and Adelaide offer the
least expensive renovation costs, while
Sydney, Hobart and Canberra are the
priciest, and Melbourne straddles the
middle.
The 2008 version of the cost guide shows
a slight rise in prices for renovation
projects; however, Caulﬁeld said that a
potential slowing in the housing market
may cause builders to become more
competitive in their pricing.
Caulﬁeld added that Archicentre has
shown that ﬂexible indoor/outdoor
entertainment areas, home ofﬁces and
home theatres are the most popular
renovations and extensions of late,
and that there has been an increase
in the number of renovators interested
in energy-efﬁcient and water-saving
designs.
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