Here Is The Report You Requested:
9 Biggest Mistakes People Make When Consolidating Debt!
“ It’s much easier to cross a mine field when you know where the mines are. By knowing how to escape the debt trap you can save yourself money and a great deal of frustration.”

Most people unfortunately go into the loan process without learning about the process. This often leads to debt being too expensive than it really should be. By learning from other people’s experience you can avoid…..
-          losing money without even realizing it.
-          paying too much for debt.

-          accumulating high interest debt.

A systematic approach to debt can help you steer clear of  common mistakes, allowing you not only cut costs and save time, but also make the reduction of your debt a more pleasant experience.

9 Biggest Mistakes 

This important report discusses some of the strategies you could put in place to reduce your debt in the short and long term. 
1.      Not Making Use Of The Cheapest Form Of Debt Available  
Home loans offer cheaper credit, and one way to give yourself some breathing space is to consolidate your debt into your bond.  This is where interest rates are much lower than credit card, personal loans and vehicle finance.  To be sharp, you need to ensure that you continue to pay off the debt over the short term rather than capitalizing it over 20 or 30 years.  In order for this to be beneficial, you have to pay, into your bond amount, the same you were previously paying for your other short-term debt

Credit cards and bank overdrafts to name a few can attract interest of up to 20%, so adding them to your bond of prime less (x) percentage can contribute to massive savings. 
The savings are due to your bond being the cheapest form of debt available. This is due to the relatively large size of the loans and due to the security the bank has over the property. Also, by consolidating you are not only saving on the overall interest rate, but you are also saving on all your monthly charges for all your separate accounts. This can be enormous if you take into account all the monthly administration charges for your bond, overdraft, loan, car repayments etc.

 
2.                Beware Of Plastic!  
 
Store cards and credit cards may be convenient, but they are also an easy way getting caught up in the debt trap. The reality is that in most cases people get so dependant on these kind of  credit, that it ends up being a long term liability.

 

The best investment you can make is to repay high interest debt. By paying off debt, you get one of the best returns available, tax-free. The tax-free return you receive from paying off debt is likely to be greater than any returns (which are likely to be taxed) you receive from an investment. 
 
Always pay the full amount owing on your credit card. If you do not, you will be charged a punishing rate of interest from the date of purchase. The so-called budget account on your credit card is a misnomer, as you pay a high rate of interest.

Use a credit card to get 55 days’ interest-free credit by buying at the start of the buy-and-pay cycle and repaying the debt in full by the due date. This option does not apply to cash withdrawals and petrol purchases, on which you pay punitive interest rates from the date of the transaction.
 

In addition, you should Up the Repayments of your home loan. By paying more into your home loan you can gain significant savings on interest and reduce the term of the home loan. Depending on your financial circumstances and what you can afford to pay into your home loan, a 20-year agreement could turn into full ownership within five years by cutting monthly living costs, saving on interest costs and increasing the amount that you get out should you ever consider to sell.

 

3.      Not Recognizing  Discount Indicators
 
Whether you are applying for a 2nd, 3rd bond etc. or wanting to switch your bond, there are some indicators which can help to determine what interest rate you ought to be paying. The first is the size of the loan.  If you are looking to increase your bond to R1 million or more (by applying for an additional bond) you could qualify for an interest rate discount.

 
Banks also look at your repayments as a percentage of your income.  If your bond repayments are 24% or less of your monthly income, this will also play a role in getting a better rate.  Furthermore, if your home loan is 60% or less of the value of your home then you could qualify for the best interest rate (up to 2.3% below prime) available on the market.

 
And, finally, should you have a good credit record then your bank should offer you the very best rate they can, or run the risk of losing a very valuable client.

 
4.      Taking Your Credit For Granted
 
Unfortunately you may be reading this report too late to have kept you from making this mistake, but it is never too late to start improving your credit rating.  In the last few years the way lending decisions are made has become much more automated. The way decisions are made has changed dramatically, for the most part decisions are made based on certain guidelines and not left up to subjective humans.
Mortgage Marketing Secrets
This places more and more importance on your credit rating when applying for a loan. How good your credit rating or “scores” are, depends on several factors such as: Current credit balances, amount of current available credit, late payments (How many, How late, How recent, Type of Account) and recent inquiries about your credit.  If you are planning on getting a mortgage loan, make sure you are making all of your current payments on time and avoid any unnecessary inquiries into your credit.  In other words, don’t go out shopping for a car or new furniture and have sales people all over town running credit checks on you.  If you want to have the highest scores possible, and therefore qualify for the best rates available, it is best to be patient and wait until your loan is done before you do things that will affect your score.
 
5.      Mindset Change Needed
 
Financial institutions are competing for your business. As an ever increasing number of overseas lenders are heading to South Africa, competition is geared to intensify. You should not be thankful when you obtain a bond, but your financial institution should be grateful that they are getting your business.
 
SA consumers generally haven’t yet taken to this concept, once they do, banks will have to fight to retain existing business, and the best way to do that will probably be to offer lower rates and therefore reduce margins. Competition is the only way to stop banks overcharging clients.

Banks have created an impression that it’s very hard and very expensive to move your bond to another institution.  On the contrary it is not that expensive. The major cost normally is the bond cancellation fee, but, if clients wait out their cancellation period (normally one to three months), they would not have to pay the bond cancellation fee.

 
People also think that if they switch their bond to another institution that they have to move all their accounts, but in reality it is only their home loan that is being moved.
 

6.                Pay Early & Multiple Payments  
 
Interest is calculated on a daily basis and if your bond payment is due on the 30th of every month, make your bond payments five days earlier each month and save in the long term or split your payment amount between the 15th and the 30th and you save even more!  If you make your bond on the 15th instead of on the 30th, you are saving 15 days worth of interest

 
For additional savings maintain your original payments even if the interest rate drops.  This way you can pay off your bond in record time and save on interest, without any affect on your current budget.

 

Up the Repayments of your home loan. By paying more into your home loan you can gain significant savings on interest and reduce the term of the home loan. For example: if you should increase your payments with an extra R400 per month on a bond of R400 000, you can reduce your bond term with almost 5 years.

 

Depending on your financial circumstances and what you can afford to pay into your home loan, a 20-year agreement could turn into full ownership within five years by cutting monthly living costs, saving on interest costs and increasing the amount that you get out should you ever consider to sell.

 

 

7.                Use Your Property as Your Bank!  
 
Borrow wisely. Expensive debt is a quick way to lose money.  Most mortgage bonds enable you to repay more than your set repayments and to borrow against what you have paid. This is useful not only to borrow money for other things at short notice, but also to use as a savings account. The effective interest you receive is much greater and there are no additional costs. Say, for instance, you need to put away money to pay school fees or provisional tax. “Save” the money in your mortgage bond until you need it, rather than in a low-interest bank savings account.
 
Link your cheque and bond account. Pay your salary into your bond account and since interest in calculated daily, this will reduce your loan amount and hence the interest you will pay. Deposit your bonus into your bond and you will be surprised at the amounts you will be saving. If you pay for example a lump sum of R40 000 at the end of the first year on a bond of R500 000 @ 12% you can reduce your bond repayments with almost 7 years.

 
8.                Negotiate! Negotiate! Negotiate!  
 
Everything is negotiable despite what your banker may tell you.  Always negotiate for lower interest rates. Shop around. Your financial situation probably improved over the past years.  A one-percent difference can have a significant effect. Interest rate discounts of up to 2.3% below the prime rate are not uncommon nowadays.



Too many property purchasers have done poor financing deals by accepting the first letter of grant that the bank issues to them. Once you have one letter of grant you can use that letter as a negotiating tool to obtain better deals from other lenders.

 
9.      Free Ain’t Always Free! – A Serious Lack Of Transparancy
Ensure that your pay your bond on a regular basis. Do not miss any payments since this will increase your interest liability. Arrears are costly and should be avoided at all times.

If you decide to cancel your bond and taking out a new bond at a different institution, give at least 90 days notice to your bank. Otherwise your current bank can charge you a penalty fee that is equal to three months interest.

Think twice before making use of interest only home loans. Interest rates been on the increase since mid 2006 and you could end up in a worse financial position than before, because your interest payments will increase. By delaying the repayment of capital you will remain in debt for much longer.

Do not make use of payment holidays offered by banks when you register a new bond with them. You can get up to 40 days before the first installment is due and this will mean that you have accumulated an extra 15 days interest.

There is a lot of homeloan products out on the market and it is always advisable to consult a bond originator who can help a client to avoid any potential pitfalls.

Why do I offer this report free of charge? I am offering this free of charge because I want to be your mortgage advisor. I offer more than simply a loan, I'll personally advise you on how to use and apply the principles contained in this report. I have many years of experience  so I am very knowledgeable of all parts of  real estate transactions. Worried that you can't remember all of what is contained here? Call me and I'll review your sales agreement before it is presented to the seller. I want to earn your business.
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