Making Sense of Home Loans: What Borrowers in
Western Australia Need to Know

Understanding the Basics of Borrowing for a Home

Buying a home is one of the biggest financial decisions most people will ever make. For many,
the path starts with understanding how home loans work, and that can feel overwhelming at
first. | have seen clients from Mandurah and Peel sit down with stacks of paperwork, unsure
where to begin. The good news is that once you break it down into a few core pieces, the whole
process becomes more manageable.

At its simplest, a home loan is just a loan secured against a property. You borrow money from
a lender, usually a bank or a non-bank lender, and agree to pay it back over a set term, often 25
or 30 years. The bank keeps a legal claim on the property until the loan is fully repaid. If you
stop making payments, they can force a sale to recover what is owed. That is the fundamental
trade-off: you get to live in the home now, and you build equity over time, but you also take on
real financial responsibility.

Types of Loans and Why They Matter

Not all home loans are the same. The two main categories are variable rate and fixed rate
loans. A variable rate loan means your interest rate can go up or down depending on the
economy. If the Reserve Bank cuts rates, your repayments might fall. If rates rise, your
repayments could increase. A fixed rate loan locks in a set rate for a period, often one, two, or
three years. That gives you predictability, but you lose the ability to benefit from rate drops
unless you refinance.

There are also split loans, which combine both. You might fix half your loan and leave the other
half variable. That can be a smart middle ground. | have seen borrowers choose this when they
want some certainty but also want to keep some flexibility for extra repayments or offset
accounts.
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Offset Accounts and Redraw Facilities

An offset account is a transaction account linked to your loan. The balance in this account is
offset against your loan balance when calculating interest. So if you have a $400,000 loan and
$20,000 in your offset account, you only pay interest on $380,000. It can save you thousands
over the life of the loan. A redraw facility lets you pull out extra payments you have made, but it
is less flexible and sometimes comes with fees. Many first home buyers in Perth and the Peel
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region find offset accounts useful because they allow you to keep your savings accessible
while still reducing interest.

Key Costs Beyond the Interest Rate

When comparing home loans, the interest rate gets most of the attention, but there are other
costs that can make a big difference. Lender's mortgage insurance (LMI) is one. If you have a
deposit of less than 20 percent, the lender will usually require LMI, which protects them if you
default. That cost can be thousands of dollars and is often added to the loan amount.

There are also establishment fees, annual fees, and discharge fees when you leave the loan.
Some loans have break costs if you exit a fixed rate early. A loan with a slightly higher rate but
no fees can sometimes work out cheaper than a low-rate loan with high fees. | always tell
people to look at the comparison rate, which bundles most fees and the interest rate into a
single number. It is not perfect, but it gives a fairer picture than the headline rate alone.

First Home Buyers Face Real Challenges

Getting into the market for the first time is tough, especially in areas like Mandurah and the
wider Peel region where prices have climbed in recent years. Many first home buyers | speak
with are renting and saving at the same time, which is hard when rents are high. The good
news is there are government schemes that can help. The First Home Owner Grant and the
First Home Loan Deposit Scheme can reduce the deposit you need, sometimes to as little as
five percent without paying LMI.

But these schemes come with conditions. There are caps on the purchase price, and you often
need to live in the home for a set period. It is worth checking the latest details because they
change over time. A good broker can walk you through which options you might qualify for.

One practical tip | share with first home buyers is to start building a savings history early.
Lenders want to see that you can consistently put money aside. Even small amounts, like $50 a
week, can show a pattern. That history can be more important than the total dollar amount in
your savings account.

Refinancing: When It Makes Sense

Refinancing means replacing your current loan with a new one, often from a different lender.
People refinance for many reasons: to get a lower rate, to access equity for renovations or
investments, or to consolidate debt. | have seen borrowers in Perth save hundreds of dollars a
month just by switching to a loan with a better rate and fewer fees.



But refinancing is not always the answer. There are costs involved, such as discharge fees and
application fees. If you are two or three years into a 30-year loan, the savings from a lower rate
might be eaten up by these costs if you are not careful. A good rule of thumb is to calculate the
break-even point: how long it will take for the monthly savings to cover the upfront costs. If you
plan to sell or move within a couple of years, refinancing probably is not worth it.

Investment Loans and Building a Portfolio

For those looking beyond their own home, investment property loans have different rules.
Lenders often require a larger deposit, sometimes 20 percent or more, and they assess the
rental income differently. They might only count 70 to 80 percent of the expected rent as
income, to account for vacancies and costs. Interest rates on investment loans are usually
slightly higher than on owner-occupied loans.

Negative gearing is a common strategy where the rental income does not cover the loan costs,
but the loss reduces your taxable income. It works best for people in higher tax brackets, but it
carries risk. If interest rates rise sharply, the shortfall can become much larger than expected. |
have seen investors in the Peel region get caught when rates went up faster than rents could
adjust. A balanced approach is to aim for a property that is close to neutrally geared from the
start, meaning the rent covers most of the costs, so you are not relying too heavily on tax
benefits.

Practical Steps to Get Prepared

Whether you are buying your first home, refinancing, or looking at investment properties, being
prepared helps a lot. Here are a few things you can do before you speak to a lender:

e Check your credit report for errors. You can get a free copy each year from agencies
like Equifax or illion. Fix any mistakes before you apply.

e Gather your documents: payslips, bank statements, tax returns, and identification.
Having these ready speeds up the process.

e Work out your budget honestly. Do not just look at what a lender says you can borrow.
Consider your own spending habits and lifestyle.

e Talk to a broker early, even if you are just exploring. They can give you a sense of what
is realistic without you needing to commit.

One thing | remind people is that the loan you take out today does not have to be the loan you
keep forever. Life changes, and home loans can change with it. You can negotiate rates, switch
products, or refinance down the track. The key is to start with a loan that fits your current
situation without stretching you too thin.



If you are located in Wannanup or anywhere across Mandurah, Peel, or Perth, you can get in
touch with a local expert. Wanna Finance, based at 42 Ferguson St, Wannanup, is available at
0413 999 286 for anyone wanting to talk through their options. Their team works with first
home buyers, investors, and anyone looking to refinance, and they know the local market well.

Getting a home loan does not have to be a mystery. With a bit of knowledge and the right
support, it becomes a tool to help you reach your goals, whether that is owning your own place
or building a property portfolio. Take your time, ask questions, and make sure you understand
what you are signing up for. That clarity is worth more than any rate discount.



