
When Refinancing Home Loans Makes Sense for
Your Situation

Knowing When to Look at Your Home Loan Again
Most people sign up for a home loan and then forget about it. The bank sends the statement,
the direct debit comes out, and life carries on. But the loan that suited you five years ago might
be costing you more than it should today. Refinancing home loans is one of those financial
moves that sounds complicated until you actually sit down and look at the numbers. Once you
understand what drives the cost, the decision becomes clearer.

I have seen plenty of borrowers stay with the same lender out of loyalty or simply because they
don't want the paperwork. That hesitation can cost thousands over the life of the loan. The
market changes. Your own circumstances change. And lenders often offer better deals to new
customers than they do to existing ones. That is not a conspiracy, it is just how the industry
works. So reviewing your loan every couple of years is a sensible habit, not a sign of disloyalty.

What Does Refinancing Actually Involve
When people talk about refinancing home loans, they usually mean replacing your current
mortgage with a new one, often from a different lender. The new loan pays out the old one, and
you start fresh with a new rate, new terms, and possibly a different loan structure. It is not just
about getting a lower interest rate, though that is the most common reason. Some borrowers
refinance to switch from a variable rate to a fixed rate, or to access equity for renovations or
investments.

The process is similar to taking out your original home loan. You will need to provide proof of
income, details of your assets and liabilities, and the lender will assess your ability to repay. But
because you already own the property, the valuation step is usually straightforward. The lender
will order a valuation to confirm the property is worth enough to support the loan. If your
property value has dropped or your financial situation has changed, that can complicate things.
But for most people in stable situations, the process takes a few weeks from application to
settlement.
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Costs Involved in Switching

Refinancing is not free. There are fees involved, and if you overlook them, the savings from a
lower rate can disappear. Typical costs include an application fee, valuation fee, settlement fee,
and sometimes a discharge fee from your old lender. Some lenders also charge early
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repayment penalties if you break a fixed-rate loan before the term ends. These exit fees can be
steep, so check your current loan contract before you start shopping around.

On the other hand, many lenders offer cashback incentives to cover these costs. A $2,000 or
$3,000 cashback offer can offset the fees and still leave you ahead. The trick is to calculate the
net benefit over a realistic timeframe. If you plan to move house in two years, paying $3,000 in
fees for a loan that saves you $100 a month does not add up. But if you plan to stay put for five
or ten years, the savings compound nicely.

The Real Reason People Refinance
Lower interest rates get the headlines, but there are other reasons that matter just as much.
Some borrowers refinance to consolidate debt. If you have a car loan, credit card debt, or a
personal loan with high interest, rolling them into your home loan can reduce your monthly
repayments and simplify your finances. The catch is that you are spreading the repayments
over a longer term, so you pay more interest overall unless you make extra repayments. It is a
trade-off between cash flow today and total cost tomorrow.

Others refinance to change the loan structure. Maybe you started with an interest-only loan and
now want to switch to principal and interest to build equity faster. Or you want to split the loan
into a fixed portion for stability and a variable portion for flexibility. These structural changes
can make a big difference to how you manage your money month to month.

Accessing equity is another common driver. If your property has increased in value, you can
refinance to borrow more against that equity. The funds can go towards renovations, a deposit
for an investment property, or even a major purchase like a new car. But borrowing against
equity increases your debt, so it is not risk-free. You need to be confident you can service the
higher loan amount.

When Refinancing Might Not Be Worth It

Not every situation calls for a switch. If you are close to paying off your loan, the fees and the
new loan term could set you back. A rule of thumb is that if you have less than five years left on
your mortgage, refinancing rarely makes sense unless you are in genuine financial trouble and
need to lower repayments urgently. Similarly, if your credit score has dropped since you took
out the original loan, you might not qualify for the best rates, which defeats the purpose.

There is also the behavioural side. Some people refinance to a lower rate but then run up credit
cards again because they feel they have freed up cash. That defeats the whole point.
Refinancing home loans should be part of a broader financial plan, not a quick fix for
overspending.



Practical Steps to Take Before You Apply
Before you start comparing lenders, gather your current loan documents. You need to know
your current interest rate, the loan balance, the remaining term, and any exit fees. Then check
your credit report. Errors on credit files are surprisingly common, and fixing them can take
weeks. A clean credit report improves your chances of getting the best rate.

Next, decide what you want from the new loan. Is it purely a lower rate, or do you want features
like an offset account, redraw facility, or the ability to make extra repayments without penalty?
An offset account, for example, can reduce the interest you pay without requiring you to
formally pay down the loan. But some low-rate loans do not offer that feature, so you have to
weigh the rate against the flexibility.

Once you have a clear picture, compare at least three lenders. Look at the comparison rate,
which includes fees, not just the headline rate. The lowest advertised rate is not always the
cheapest loan once fees are included.

A Few Things to Watch Out For
Lenders sometimes offer a honeymoon rate that jumps after a year or two. If you plan to
refinance again before the rate resets, that might be fine. But if you want stability, a
consistently low rate is better than a teaser rate that spikes. Also watch out for loans that
charge monthly fees. A loan with a $10 monthly fee costs you $120 a year. On a $300,000 loan,
that is roughly 0.04% added to your effective rate. It might not look like much, but it adds up
over time.

Finally, do not assume that the lender with the best rate will approve you. Lenders have
different credit policies. Some are more lenient with self-employed borrowers or people with
irregular income. A mortgage broker can help match you with a lender whose policy fits your
situation. That is where local expertise matters.

Making the Decision
Every financial decision involves trade-offs. Refinancing can save you money, give you more
control over your loan, or free up cash for other goals. But it also costs time and money to set
up, and it extends your loan term in most cases. The key is to run the numbers for your specific
situation and be honest about how long you plan to stay in the property.

If you are unsure, talk to someone who does this every day. A good broker will walk you
through the costs, the savings, and the risks without pushing you into a loan that does not fit.



Wanna Finance, located at 42 Ferguson St, Wannanup, can be reached on 0413 999 286 for
those looking for local advice on home loan options.


