
Why Refinancing Home Loans Could Be the
Smartest Financial Move You Make This Year
There is a moment in almost every homeowner's life when they look at their mortgage
statement and wonder if they could be doing better. Maybe interest rates have dropped since
you signed your original loan. Maybe your financial situation has changed, or you are simply
tired of feeling like your bank does not care about keeping your business. That feeling, that
little spark of curiosity, is often the starting point for exploring refinancing home loans.

I have spent years working with borrowers in Western Australia, and I can tell you that the
decision to refinance is rarely straightforward. It is not just about grabbing a lower rate,
although that is a big part of it. It is about matching your loan structure to where you actually
are in life, not where you were when you first bought the property. If you are based in the
Mandurah or Peel region, or anywhere in Perth, the local property market has its own rhythms,
and your mortgage should move with them.

What Refinancing Actually Means
At its simplest, refinancing means replacing your existing home loan with a new one, usually
from a different lender. The new loan pays out the old one, and you start fresh with new terms,
a new rate, and often a new set of features. The goal is almost always to save money, access
equity, or change the loan structure to better suit your current needs.

But here is where it gets personal. Not every refinance is a win. I have seen borrowers jump at
a headline rate that looked amazing, only to discover that the comparison rate told a different
story once fees and charges were included. Others have switched lenders to access an offset
account, only to find that their new monthly repayment was higher than expected because the
loan term had reset. The key is to look past the marketing and understand what the numbers
mean for your specific situation.
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The Real Reasons People Refinance
In my experience, people tend to refinance for one of four reasons. First, to secure a lower
interest rate and reduce their monthly repayment. Second, to access equity for renovations, a
new car, or even a deposit for an investment property. Third, to consolidate debt from credit
cards or personal loans into the mortgage, often at a much lower interest rate. And fourth, to
change loan features, like switching from a basic variable rate to a loan with a redraw facility or
an offset account.
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Each of these reasons is valid, but they come with trade-offs. For example, accessing equity
might increase your loan balance and extend your repayment period. Debt consolidation can
simplify your finances, but only if you stop using the credit cards you just paid off. Changing
features is often worth it, but you need to factor in the cost of switching, including application
fees, valuation fees, and any break costs from your current lender.

When the Numbers Make Sense
The most common rule of thumb I hear is that refinancing is worthwhile if you can lower your
rate by at least 0.5 to 1 percent. But that is just a starting point. What matters more is the net
benefit over the time you plan to stay in the home. If you are planning to sell in two years, the
upfront costs of refinancing might eat up any savings from a lower rate. If you plan to stay for
five years or more, even a modest rate drop can add up to significant savings.

Let me give you a concrete example. Suppose you have a $400,000 loan with a 6.2 percent
interest rate and 25 years remaining. Your monthly repayment is roughly $2,620. If you
refinance to a 5.5 percent rate, your repayment drops to about $2,460 per month. That is a
saving of $160 per month, or $1,920 per year. Over five years, that is nearly $10,000, even after
you account for a typical refinancing cost of $2,000 to $3,000. But if you only stay in the home
for two years, the savings are around $3,840, which might not cover the fees.

This is why I always tell people to run the numbers with their actual loan balance, term, and
rate, rather than relying on general rules. A good mortgage broker can help you model different
scenarios and find the break-even point for your specific situation.

The Hidden Costs and Surprises
Refinancing is not free, and the costs can sneak up on you. Most lenders charge an application
fee, a settlement fee, and sometimes a monthly account keeping fee. You will also need a new
property valuation, which can cost $200 to $400. If you are breaking a fixed-rate loan early,
there may be a break cost that runs into thousands of dollars. And if your current loan has an
annual fee that you have already paid, switching mid-year means you lose that money.

One cost that people often overlook is the time and paperwork. Refinancing requires proof of
income, bank statements, identification, and sometimes a full credit assessment. It can take
three to six weeks from application to settlement. If you are self-employed or have a complex
income structure, the process can be even longer. Patience and organisation matter.

There is also the risk of being declined. If your financial situation has changed since you took
out your original loan, or if your credit score has dropped, a new lender may not approve you.
That rejection can stay on your credit file and affect future applications. So before you start



shopping around, check your credit score and gather your documents. It saves time and
disappointment.

Fixed vs Variable: The Eternal Question
When you refinance, you usually have to choose between a fixed rate and a variable rate. Fixed
rates offer certainty for a set period, usually one to five years. Your repayments stay the same,
which makes budgeting easier. But fixed loans often limit extra repayments and may have high
break costs if you need to get out early. Variable rates, on the other hand, give you flexibility.
You can make extra repayments, access redraw, and often switch to an offset account. But
your rate can go up or down with the market.

I have seen borrowers choose a fixed rate because they were worried about rate rises, only to
miss out on savings when rates dropped. I have also seen variable rate borrowers struggle
when the Reserve Bank raised rates unexpectedly. There is no single right answer. A common
approach is to split the loan, fixing part of it for certainty and leaving the rest variable for
flexibility. That way, you get the best of both worlds, but it also means two sets of terms to
manage.

How to Approach the Process
If you are thinking about refinancing home loans, start by reviewing your current loan
statement. Look at your interest rate, comparison rate, loan balance, remaining term, and any
fees you are paying. Then think about what you want to achieve. Is it a lower repayment?
Access to cash? A better feature set? Write it down.

Next, compare offers from at least three lenders. Look beyond the headline rate and check the
comparison rate, which includes most fees. Also look at the loan features: does it have an
offset account? Is there a redraw facility? What are the early repayment limits? What are the
ongoing fees? A cheap rate with no features might not suit you if you plan to make extra
repayments.

Finally, talk to a mortgage broker. A good broker knows the local market and can match you
with lenders who are likely to approve your application. They can also help you understand the
total cost of switching and whether the move makes sense for your timeline. In my experience,
the borrowers who work with a broker often end up with better deals than those who go direct,
because brokers have access to wholesale rates and can negotiate on your behalf.

When Refinancing Might Not Be Right
Refinancing is not always the answer. If your current loan has a very low rate and you are happy
with the service, switching might not save you enough to justify the effort. If you are planning
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to sell within a year, the costs of refinancing will likely outweigh the benefits. And if your credit
score has dropped significantly, you may not qualify for a better rate anyway.

There is also the emotional side. Some people feel loyal to their current lender, especially if
they have been with them for years. That loyalty is understandable, but banks are businesses.
If you can get a better deal elsewhere, your current lender will not begrudge you leaving. And if
you ask them to match a competitor's offer, they often will. A simple phone call can sometimes
save you the hassle of refinancing entirely.

Final Thoughts
Refinancing home loans is one of the most powerful tools a homeowner has for managing
their financial future. It is not a decision to make lightly, but with the right information and a
clear goal, it can save you thousands of dollars and give you greater control over your money.
Take the time to understand your own situation, compare your options, and seek advice when
you need it.

If you are in the Mandurah, Peel, or Perth area and want to explore your options, Wanna
Finance at 42 Ferguson St, Wannanup can help. You can reach them on 0413 999 286 for a no-
obligation chat about your circumstances.


