What is an Offset Account?

An offset account is a transaction account linked to your home loan. The money in your offset
doesn’t earn interest like a savings account—instead, it offsets (reduces) the balance of your home
loan that interest is calculated on.

For example, if you have a $400,000 home loan and $50,000 in your offset account, the bank only
charges interest on $350,000.

This can save you thousands in interest over the life of your loan, while still giving you easy access to
your money whenever you need it.

Key Benefits of an Offset Account

e Interest savings — Reduce the amount of loan interest you pay.

o Faster loan repayment — More of your repayments go toward the principal, shrinking your
loan faster.

o Flexibility — Full access to your money (unlike a redraw facility which can sometimes have
restrictions).

o Tax efficiency — Unlike savings accounts, the “benefit” you receive isn’t treated as taxable
income—it’s just less interest paid.

o Great for disciplined savers — The more money you keep in offset, the faster your loan
reduces.

How Does It Work?

Let’s compare two borrowers with identical home loans:

Scenario Loan Balance Offset Balance Interest @ 6% pa Annual Interest
Borrower A (No Offset) $400,000 $0 $400,000 x 6% $24,000
Borrower B (with Offset) $400,000 $50,000 $350,000 x 6% $21,000

~ Result: In this simple scenario, Borrower B saves $3,000 per year just by keeping $50,000 in
their offset.
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Long-Term Impact

Here’s the power of consistency.

Offset Balance Maintained Annual Interest Saved 10-year Savings Impact on Loan Term
$10,000 $600 $6,000 Saves 8 months
$25,000 $1,500 $15,000 Saves 1 year 8 months
$50,000 $3,000 $30,000 Saves 3 years 4 months
$100,000 $6,000 $60,000 Saves 6 years 8 months

*Based on a $400,000 loan at 6% over 30 years, assuming repayments remain unchanged.

~ This is a very simple illustration of how an offset works because, balances will change daily and
monthly, but it shows the more you keep in offset, the faster you pay down your home loan.

Common Strategies with Offset Accounts

o Salary Sweep - Having your salary deposited directly into offset and paying expenses by card
throughout the month. The balance works harder every day.

o Savings Parking — Keeping emergency savings or a travel fund in your offset instead of a
savings account.

o Dual Offsets - Some loans allow multiple offset accounts (e.g., one for bills, one for savings)
all linked to the same home loan.

e Investors - Offset accounts are particularly valuable for investors wanting to preserve
interest deductibility while still having funds accessible.

Things to Keep in Mind

o Offset accounts often come with package or annual fees. Weigh these against potential
savings.

¢ Notall loans offer a 100% offset—some are partial (e.g., 50%).

¢ Your benefit depends on how much money you consistently keep in the account.
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Is an Offset Account Right for You?

Offset accounts are a smart tool if:

You have regular savings or cash buffers.
You want flexibility with access to your money.

You’re disciplined about keeping funds in the account.

They may be less suitable if you keep very low balances, in which case a lower interest “basic” loan
could be more cost-effective.

Next Steps
At Etairos Finance, we’ll help you:
e Compare loan products with and without offset accounts.
e Calculate your potential savings.
e Structure your finances so your money works harder every day.

Tip: Even small amounts left in offset can compound into big interest savings over time.

Professional advice before making decisions.

t. We Can Help: Call- 0402 684 199

At Etairos Finance, we help clients explore whether an Offset Account is the right fit for you. We’ll
review your debts, compare options, and structure a solution that reduces stress and helps you
regain control of your finances. We’re Experienced, Friendly and we want to Help.
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