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Did You Know?

Loan rates across banks wary primnarhy
becausetheir cox of funds is differsnt.
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Fixed or Floating?

Bomowers who choose a fixed rate take comfort from the fact that the mte remains
unchanged. However, since interest rat ez are inherently dynamic, anunchanged rate may be
n sy, while a benchma rked floating rate may even out over time. Bommrowers who frequently
switch fromfixedtofloating, or viceversa, may end up with higher effective mtes and costs.

When interest rates increase, flod&ing rdes
increase, rmaking the fxed rate ook better
Therefore flogtingsate borrowers tend to
awitch to fixed rates, and new borrowveers also
choose afixed rate. This shift does not happen
when rates begin to increase, but after a
prolonged period of rate hikes. Thus, borroveers
are likely to lock thernselves into 3 high fixed
rate, when the cyde is ayout to turn, which vill
betotheir disadvantage. The reverseistruein a
falling-rate scenario. Borrowveers then prefer the
floating rate and lock into one just @ therdes
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are poised to increase.

Cverthe long period of ahousing loan, changes
in interest raes ae likely to even out with a
floating rate. With afxed rate, there is likely to
be a gain or a loss depending on the time of
borrowingandthefixing of therae.
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Wz weacomeayour questions =ugge=stion s and fe=dbeck on this
column. Pleaseus=the'Em il LIz link st wsass iciben k com or s=nd
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Look owt for our next article on "The Truth About
Credit Cards” on Decsmber 31,

Alway s update yaur latas

Watch this space every Wednesday.

contad details ta avoid missing
aut an importam camrmuni caian.



