Assessment Answer:

To: Ms. Anderson

From: Finance Consultant

Subject: Recommended Loan Options for Property Purchase
Dear Ms. Anderson,

After carefully analyzing your financial circumstances and considering your needs, financial
goals, and risk tolerance, | am pleased to provide you with recommendations for the most
suitable loan options for your property purchase.

Variable Rate Loan:

A variable rate loan offers flexibility as the interest rate fluctuates with market conditions. This
option may be suitable for you if you are comfortable with potential interest rate changes and
prefer a loan with no fixed term or break fees. It allows you to benefit from potential interest
rate decreases, but also carries the risk of increased repayments if rates rise.

Fixed Rate Loan:

A fixed rate loan provides stability as the interest rate remains fixed for a specified period,
usually between one to five years. This option may be suitable if you prefer predictable
repayments and want to protect yourself against potential interest rate rises. However, it may
limit your ability to take advantage of rate decreases during the fixed term.

Split Rate Loan:

A split rate loan combines the features of both variable and fixed rate loans. It allows you to
divide your loan into different portions, with one portion on a fixed interest rate and the other
on a variable interest rate. This option provides a balance between stability and flexibility,
allowing you to benefit from potential rate decreases while having a portion of your loan on a
fixed rate for added certainty.

Interest-Only Loan:

An interest-only loan enables you to make interest-only repayments for a specific period,
usually between one to five years. This option may be suitable if you prefer lower initial
repayments, as the principal amount remains unchanged during the interest-only period.
However, it is important to note that at the end of the interest-only period, the loan will revert
to principal and interest repayments, which may increase your monthly obligations.



Based on your financial circumstances and preferences, | recommend considering a split rate
loan. This option provides a combination of stability and flexibility, allowing you to benefit from
potential rate decreases while ensuring a portion of your loan is on a fixed interest rate to
protect against rate rises. The specific ratio between the fixed and variable portions can be
tailored to align with your risk tolerance and financial goals.

Please note that these recommendations are based on the information provided. It is crucial to
consult with a qualified mortgage broker or lender to obtain detailed advice tailored to your
specific situation.

Should you have any further questions or require clarification, please do not hesitate to contact
me. | am here to assist you throughout your property purchase journey.

Best regards,
[Name]

Finance Consultant



