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Question of the Month

New “Offset”

Loans Souncd
Great. Are
They?

Answer It depends. Here's how it
WOrks i Britain. You get a mortgage
linked to & nor-interest-bearing savings
account whose deposits "otfset” your
lpan balance, 5o if yau owe $200,000 on
your home but have s50,000 on deposit,
the bank caleulates your manthly interest
a5 If you basrowed anly $150,000, The
bank gets its back scratched by getting
to use your depesit interest-free, You pay
off your mortgage faster because mone
of your monthly payment is applied to
principal—and you ean get your hands on
VOLr 5aVings Ay ald time. Because this
deal would give you &n extra weensy tax
break under LS. law, hawewver, no offsat
marigages ane allowed here,

But two L5, companies—CMG Finan-
clal Services and Macquarie Mortgages

I've heard that American lenders are now nh‘erlng memlng
called an offsetmortgage, which is popularin the UK. Do you
think thisisagooddeal? -|effrey 5. Kallas, Columbus, Ohio

UsA—have imtroduced a version that
passes muster with the IRS. You take aut
an adjustable-rate mortgage and deposit
your paycheck into the mortgage account
Doing that gives you an offset on the
principal, which lowers your interest.

The arrangement could be usefil If you
receive big bonuses; you'll be reducing
yaur interest until you use the money. But
here's the real benefit: If you manage not
to spend all your pay, you cut pour costs,
Say you save 5% of take-home pay of a
gress income of $150,000 —about 5460

& manth. On a §300,000 7% mortgage,
you'd glash your interest by $197,300 and
be paid of f in only 18 years—and you'd
il have the money you saved. But If you
spend more than you put in, the difference

adds to your koan balance. —CarOLYN BiGDA
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= HOME-LOAN RATES

Narrowiing gap Thee spresd betwesn fumbo and stundard
Feyear fived morngapes has narrowed to 6%
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= DEALS: Fumba 20-year
Fud-mmm

Use these top lscal rates amnd
terms as benchmarks when
you shop for o kome laan,

‘Wally Farge Mame Mortgage
Wrme WL BTR252. 2085
Rabe 6 379%; na points
£578 applicanon fies
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avEum hnam §LOH000
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