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Dear clients, Financial One
Level 2, 100 Melville Street, Hobart, Tas,
Welcome to the latest edition of our client newsletter. 7000

P 036235 0111

F 03 6234 7222

E info@financialone.com.au
W www.financialone.com.au
Facebook financialonetas

Our articles cover a range of topics which we hope you will find interesting. We aim to
keep you informed of changes as they happen, but we also want to provide ideas to
help you live the life you want — now and in the future.

If you would like to discuss any of the issues raised in this newsletter, please don’t
hesitate to contact us.

In the meantime we hope you enjoy the read.

All the best,
The team at Financial One

Errolyn Services Pty Ltd trading as Financial One ABN 65 009 582 352 is an Authorised representative of Charter Financial Planning Limited ABN 35 002 976 294 Australian Financial Services Licensee Licence

number 234665

If you no longer wish to receive direct marketing from us you may opt out by calling us on the phone number under our contact details. You may still receive direct marketing from AMP as product issuer,
bringing to your attention products, offerings or other information that may be relevant to you. If you no longer wish to receive this information you may opt out by contacting AMP on 1300 157 173. This

document contains general advice only. You need to consider with your financial planner, your investment objectives, financial situation and your particular needs prior to making any strategy or products

decision.
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Is your home loan still

right for you?

Running a few simple
checks on your home loan
could potentially save you
thousands of dollars over
the life of your loan.

For many of us, paying off a home
loan is likely to be one of the biggest
regular expenses in our budget. And it
could stay that way for up to 30 years.
But that shouldn’t mean you ‘set and
forget’ it for the life of the loan.

Running a few simple checks will help
you decide whether your home loan
is still right for you, or whether you
should be looking for a better deal.
Here’s how to get started.

Getting your head around all the types

of home loans available can be confusing.
It's even more so when each of them
comes with a plethora of features, making
a loan appealing (or unappealing) for
different reasons.

Some (generally variable-rate loans)
come with redraw facilities, which can
be a handy home loan feature if you've
made extra repayments in the past
and need to access that cash for an
unexpected expense.

Others have an offset account, which is
a bank account linked to your loan. Any
cash in the account is offset daily against
your home loan principal, essentially
reducing the interest you pay.

These features can sound good in theory,
but they may also attract additional fees.
For instance, the redraw feature on some

home loans may have associated fees and
withdrawal limits. An offset account may
have an annual fee that more basic home
loans may not. It’s worthwhile checking
which features you have bundled into your
loan, and what they’re costing you.

What interest rate are you currently paying
on your home loan? With many first-home
buyers borrowing hundreds of thousands
of dollars, there’s a big financial incentive
to do a health check on your home loan.

Unfortunately, comparing loans is not as
simple as looking at interest rates. While
it’s easy to be lured into a new agreement
by a rate that seems lower, like many things
in life, appearances can be deceptive.

There are two rates to consider when
re-evaluating the interest payable on your
loan: interest rates and comparison rates.

The interest rate is the annual interest cost
for borrowing money, butit doesn’t take
into account any fees. The comparison
rate incorporates the annual interest rate
as well as most upfront and ongoing fees,
providing a clearer picture of how much
you'll be up for.

If you're looking at switching providers, it's a
good idea to use comparison rates as your
guide across various offerings. However,
the comparison rate is calculated based on
a $150,000 principal and interest loan over
a 25-year term, so it’s not necessarily an
accurate rate for your circumstances.

If you find a lower interest rate on the market,

you don’t automatically need to change.

First, use a home loan comparison calculator

(https.//www.amp.com.au/home-loans/
calculators/loan-comparison-calculator) to
evaluate the two loan types side-by-side,
and a home loan repayments calculator
(https.//www.amp.com.au/home-loans/
calculators/home-loan-repayment-and-
offset-calculator) to estimate how much your
ongoing mortgage repayments could be.

Next, you could contact your current

lender and tell them you're thinking about
switching. If you have a good credit rating
and more than 20% equity in your home',
you may be in a better position to negotiate.

If you've found a better deal and are still
considering making a switch, be aware that
the costs of refinancing may outweigh the
savings made by switching. If you decide

to go ahead, there are a number of steps

to navigate when making the switch.

Next, you could contact your current lender
and tell them you're thinking about switching.

If you do your homework (or get a
mortgage broker to do it for you), it's
possible you'll find a home loan option
that offers a lower interest rate, lower
fees, more flexible repayment options or
better features than the one you have.

1. Find out the features of your home loan
2. Understand your home loan interest rate
3. See if you can get a better deal,

or need to switch

i Moneysmart.gov.au: Switching Home Loans



4 ways to help prepare your
finances for a recession

If you think storms may lie ahead, it makes sense to prepare your craft for
choppy waters. With Australia facing continued economic uncertainty, it may
be time to take stock of your finances and get in the right shape.

First the good news. The Australian
economy fared better in the first quarter

of 2020 than many other countries'’. To the
end of March, the economy only contracted
0.3%, compared with 2.0% in the UK and a
whopping 9.8% in China.

More challenging times may lie ahead. A
century on from the last global pandemic,
this looks like a downturn unlike any other

in living memory. Back in 1990, Treasurer
Paul Keating lamented the “recession we
had to have.” This time around, we’re trying
to thaw an economy that’s been deliberately
placed into hibernation. It isn’t something
we’ve seen before, so lessons from previous
recessions may not apply.

However, if you're worried about the
threat of redundancy, your investments
or your retirement plans being disrupted,
there are things you can do to secure
your financial lifeboat.

1. Revise your budget

A realistic budget helps you get a clearer
view of what you can and can’t afford.

If you don’t have one already, you can
create a view of your total income and
expenses, on a weekly, fortnightly, monthly
or yearly basis.

2. Decide what matters
most to you

Reassessing your budget helps you decide
what’s essential and what you can put on
hold, or perhaps ditch altogether to lessen
the strain on your household finances.

Essentials might include your mortgage or
rent, utilities or car insurance if you need to
keep running a vehicle. Remember that even
if something is essential, you might still be
able to make a saving on it.

Look for a better deal on comparison
sites like Finder, which can help you find
potentially preferable offers on everything
from car insurance to shopping.

Low interest rates are likely to remain for
some time, so this might be a good time to
approach a mortgage broker to see if there’s
an alternative that’s right for you.

3. Pay down and
consolidate debt

Debt consolidation is one way to take control
of your finances and potentially pay off your
debts sooner.

This means combining or consolidating your
debts into one loan with, ideally, a lower
overall interest rate. Assuming you can cover
your repayments, the lower interest rate
means you'll pay less interest and pay off
your debt sooner, as long as you continue to
make the same repayments on the original
debt. Otherwise the consolidated debt is
spread out over the life of the bigger loan.

This approach might also help you
simplify your finances by reducing multiple
repayments for credit cards, store cards
and a car loan for example, into one
monthly payment.

Fees and conditions may apply. Check
your existing loan terms to see if any early

termination fees apply. If you're applying for
a new loan, confirm the application fee costs
and eligibility criteria.

Keep in mind that debt consolidation will
only be effective if you're disciplined about
making your repayments. And before making
a decision, speak to us.

4. Keep your eyes
on the horizon

As with most investment and super
strategies, it helps to look long term rather
than thinking only of the next few weeks
or months. It's easy to get discouraged
when many forms of media concentrate on
negative or shocking news.

Finally, as AMP’s Head of Investment
Strategy and Economics and Chief
Economist Shane Oliver points out, anyone
who got too negative for the long term in
the last major pandemic of 1918-19 might
have missed out entirely on the ‘roaring
twenties’, a decade of economic growth and
widespread prosperity.

Here to help
Contact us if you have any concerns

about your financial situation you'd like
assistance with.

Remember, if you're feeling overwhelmed
or need to talk to someone about how
you're feeling right now, you can access
free services anytime, including:

e Lifeline: 13 11 1

e Beyond Blue: 1300 22 4636

e Mental Health Line: 1800 011 511.

i ABC News, Australia in its first recession in 29 years
as March quarter GDP shrinks
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Budget smarter with
the 50/20/30 rule

Looking at your spending

in a new light could make a
substantial difference to your
financial future. The 50/20/30
budget rule works for one main
reason — it’s easy.

New to budgeting? You may know how
much money you make and have a rough
idea of how much you spend. But do
you know what you're actually spending
it on, or if your spending patterns will
benefit you in the long run? The good
news is, you don’t need complicated
spreadsheets and formulas to get your
personal finances in check.

Enter the 50/20/30 budget rule, a kind of
yardstick to guide your spending patterns.
The concept was popularised by bankruptcy
expert and US senator Elizabeth Warren,
who co-wrote All Your Worth: The Ultimate
Lifetime Money Plan with her daughter,
Amelia Warren Tyagi. The essence is to keep
your personal budget simple: the easier it is
to understand, the easier it is to stick to.

What is the 50/20/30 rule?

Needs: Ideally, you'd spend 50% of
your after-tax income on essential living
expenses, like rent or your mortgage,
other loan payments, groceries, bills,
insurance and transport.

Savings: Next, you’d channel 20% of
your income into your financial goals,
whether that’s building an emergency
fund, boosting your superannuation or
saving for a house deposit.

Wants: The final 30% of your money would
be allocated to things that make your life a
little more enjoyable but aren’t necessary to
get by. Think new clothes, concert tickets,
a holiday or a meal out with friends.

Consider the figures for needs and wants
as a guiding principle — if you spend less
than what you budgeted for in either
category, the surplus can be channelled into
things such as extra mortgage repayments,
general savings or investments.

How to create a
50/20/30 plan

To put this budgeting plan into action, you
need to have more than a rough idea of
what you spend. Make a list and tally up
your monthly expenses — remember to
include averages for bills that might be
infrequent — and then break them up into
‘needs’ and ‘wants’.

If you're currently spending 60% of your
income on needs and 40% on wants, you
probably won’t be surprised to find you're
not saving anything for your future. Take
some time to reassess where you can cut
back to start saving more in each category.

- Needs: Can you get a better deal on
your phone plan? Can you plan weekly
menus to reduce your grocery bills?
Do you need to take more drastic
measures, like moving to a new house
to reduce the amount you spend on
rent or your mortgage?

- Wants: Can you go without takeaway
coffee this month? Do you really have
to go out to dinner three times a week?
Is that new jacket a must-have?

One way to make sure you stay on track
with saving money is by splitting your pay
packet as soon as you get paid. You could
keep your everyday bank account for your
needs, for frequent and easy access. Then
consider additional accounts, for wants and
savings. Set up an automated direct debit
for the day after you get paid, so that the
cash split from your everyday bank account
happens without you having to do a thing.

Why the 50/20/30 rule works

The 50/20/30 budget rule is popular
because it may allow you to manage your
money without making too many sacrifices.
You pay your bills, grow your savings and
still get to have some fun. It also gives you
a way to look at your spending in a different
light — would you have moved to a cheaper
apartment sooner if you'd realised what a
large chunk of your income your rent was
consuming? Having a new perspective

of what’s absolutely necessary can be
refreshing and rewarding.

When the 50/20/30
rule doesn’t work

Like all rules, the 50/20/30 rule was made
to be broken - in some situations. If you
have a hard time separating your needs from
your wants, you'll probably find this form of
budgeting tricky to stick to. And it can be
downright detrimental if, for example, you
have large debts but are still stashing away
30% of your pay for personal splurges.

This is the time to consider shifting some

of the money in your ‘wants’ column to your
‘needs’ column — not forever, but just until
you get your spending on essentials down
to a more manageable level.
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