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Loans as
financial tools

It seems that most borrowers approach their
maorigage in one of two ways. They either look at
it as a short term loan until they find the "Dream
Home," or they plan to keep it "forever” and
own their home free and clear in the future.
With a company Pension becoming hard to
count on, more and more people are starting to
look at the linancial planning uses of a mortgage,

Instead of making extra payments on the
morigage to become lree and clear, the borrower
makes minimal paymenis, The excess cash Mow
is used to fund their IRA or 401K, ete. IT the
borrower has heavy debt, they can payoff debt,
as well as fund their retirement account.

The previously mentioned Interesi Only loans
create an opportunity to free up cash flow to
utilize in investments as do the low starting
adjustable rate mortgages.
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An example:

Loan for $400,000 at an interest rate of 6%,
Let’s compare an amortized loan versus 10 year
interest only where difference is invested for the
10 years.

Payment on Interest only—3%2,000
Payment on amortized—352,398

If you imvested the $398 in an average return as
below, here is approximately what it wonld be
worth in 10 vears..

3% - 362,(MH) 10 - 582,0MM)

15% = 110,HH) 20%% - S1S0,00H0)

The amortized loan would be at approximately
335,000 after 10 vears of which 565,000 of yvour
principal is paid. Taking the 3398 and investing
it monthly covers this and more in all but the 5%
per year return... Definitely something to look
Alyaas

We would be happy 1o discoss with you how
mortgages can be used as a financial tool.....
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