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Remortgaging has had negative connotations in the past
as it was associated with people who have run into money
problems. However, it can be simply defined as
refinancing your property in order to achieve a better
interest rate or a combination of achieving a better
interest rate and raising capital.

It is principally about saving money, but if you do have to
release some of the equity in your house, the consensus
opinion on each of the main reasons are: -

Home improvements 3 Positive; they tend to increase the
value of your property

Consolidation of debts 4 Neutral, although you are
lowering the interest rate on some debts, you are
extending the length of time until the debt is repaid and
ultimately paying back more in interest. You could also be
replacing unsecured borrowings with secured borrowings,
which would put your home at risk. You have to be careful
not to build up these debts again and get caught in a
vicious circle, but if you can avoid this, it can be helpful in
reducing your monthly outgoings

Purchase of a second property d Positive; particularly if
you can buy the second property outright

For business investment d Negative; in fact most lenders
do not allow the release of equity for this purpose

Historically, a person would obtain a mortgage from one
lender and allow the mortgage to run until the end of the
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term without even considering switching lenders or asking
their existing lender if they could get a better interest rate.
The only time they would change lenders was when they
moved to a new property and required a larger mortgage.

However, many people have become aware of the ability
to achieve significant savings over the term of a mortgage
by switching lenders on a regular basis to achieve the best
interest rates, but the vast majority of people still do not
switch for some of the reasons below: -

A ltds too much hassl e
A Itinvolves too much paperwork
A Itis very expensive

All three of the above are not necessarily true and a large
mortgage amount can achieve truly unbelievable savings
for very little effort, but there are key points to ask yourself
and consider when you are looking at possibly
remortgaging: -

How much is remaining on my mortgage in terms of
money and time?

The lower the amount you owe, the less feasible
remortgaging is because the difference in interest rates
will have a minimal effect on the monthly repayment
amount. Also, most lenders have a minimum mortgage
amount of between £20,000 and £30,000.
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Usually, if you have less than 5 years left on your
mortgage, there is no point remortgaging. However, you
can now remortgage with only 3 years remaining on your
mortgage with some lenders, but you would have to have
more than the minimum mortgage amount outstanding.
Therefore, you have to consider this when you are nearing
the end of your mortgage term. It may help to look at
lenders who offer a lower standard variable rate than
normal or a lifetime tracker deal as you could be trapped
on a higher rate until the mortgage is repaid in full.

What rate am | currently on?

It is essential to find out what rate you are currently on to
compare it with the deals that are available. If you cannot
ascertain the rate, make sure you have an accurate
monthly repayment amount as an alternative to compare
against new mortgage illustrations.

What type of mortgage do | want?

You now have to think into the future and what your
plans or ambitions are concerning your property. Will you
be moving soon, do you want to keep your options open
or do you plan to stay in your existing property? What
your future plans are should determine the length of a
special rate you should opt for, but then you have to
decide whether you want a fixed repayment amount or a
tracker/discounted variable rate. You may have an opinion
on interest rates going down and want a tracker rate or
you might want the certainty of the same amount to be
paid monthly for a period of time.
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How do | find the right deal for me?

Firstly, contact your existing lender to see what they will
offer you and this will give you a benchmark to compare
with other lenders@offerings.

When looking for a new deal, many people use the league
tables printed in the financial/money sections of
newspapers, but the deals highlighted are selected due to
their low headline interest rate and do not give much
information on the other costs and terms involved.

The other main source of deals is the internet and in
particular, the comparison websites. These are fine if you
know what to look out for, but when you try to apply, they
pass you on to a mortgage broker. Also, the lists generated
are normally endless and you have to be wary of hidden

costsin thesetoo.l 8 m sure there are many w
had bad experiences with these.

No matter where you source a mortgage deal from, you

will be issued with a 6 Key Facts 'l Tustrati
particular mortgage, which will provide all the costs and

terms to consider with that mortgage, so read it carefully

and use this to compare each deal.

Should I pay for a low rate?

To obtain some of the lower rates offered by lenders, you

may have t o pay an 6applicatio
6arrangementd fee. They come in di

are all the same. Whether to pay such a fee to get a low
rate is dependant on the outcome of the following sum: -
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(monthly saving) x (number of months of the special rate)
= total saving over the special rate period

Total saving over the special rate period 8 application fee
= actual saving

E.g. You currently pay £400 per month and the deal you are considering
is a 2-year fixed rate where the new monthly repayments are £360. The
product fee for the fixed rate is £499.

Monthly saving = £40
Number of Months of fixed rate = 24
£40 x 24 = £960 total saving

£960 6 £499 = actual saving of £461 over the 2-year fixed rate period

In this particular case, the product fee is worth paying because of the
actual saving, but there are times when the fee will negate any savings.

What other costs are involved?

There are valuation and legal costs involved in
remortgaging, but you should be opting for a deal where
these are paid for by the lender. If they are not paid for by
the lender, deduct them from the total saving over the
special rate period in the formula above to see if it is still
cost-effective to remortgage to that deal.

Should I get a broker to do the work?
The simple answer is yes.

A broker will source the most suitable deal based on your
circumstances and aims. They do all the paperwork for you
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and can liaise on your behalf with the lender if something
comes up once the application has been submitted.

They have widespread knowledge of the mortgage market
and have access to exclusive deals not available on the
high street or through comparison websites. They also
have close ties with lenders and can vouch for you if you
are just outside the lenders normal lending criteria.
However, one word of caution is that some brokers charge

what i s known as a 6broker eed
commission from the lender. Therefore, use a broker that

will not charge you for their advice or one that does, but

wi || refund t he |l ender 0s c ommi

nullifying the fee.

Remortgaging is a positive step for borrowers when done
correctly and can save significant sums of money. Even if
you cannot make savings, it gives you the opportunity to
review your financial arrangements and make sure you are
still getting a good deal. It should also make you think
about your future objectives and what you have to do to
achieve them.

Think carefully about securing other debts against your
home. Your home may be repossessed if you do not keep
up repayments on your mortgage

You can choose how we are paid: usually 0.5% of the loan
amount and any commission is refunded to you, or we can
accept commission from the lender

Visit www.emortgageadvice.com, call 0141 632 4766 or e-mail
us at mail@emortgageadvice.com for assistance.
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