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Shedding Light on 

Mortgage Reduction
T !"#$%%%
&'()*'!+,-'./0',/1 Many debate whether
they should put their money toward paying 
off their mortgage or invest it in bonds or the
stock market. If the unpredictability of the
market makes you uneasy, consider prepaying
on your mortgage because it reduces your
total interest expense. You will earn a 
ªguaranteed returnº on your home mortgage.

2#,('3!4 )*!"*5-#/'!M */6#6'!+,.)*#,('1
You're probably paying private mortgage 
insurance (PMI) if you borrowed more than
80% of your home's appraised value. Making
extra payments on your mortgage will help
you reach the 20% equity you need to drop
the PMIÐand stop paying those premiums.

"'#('! 7!M5,81! For some, owning a 
home and being debt-free can be 
psychologically rewarding. Reducing 
your mortgage with prepayments helps 
pay off debt significantly sooner. Just 
be careful that paying off your mortgage 
early doesn't come at the expense of 
retirement savings or lead to high-interest
credit card debt.

9'/5*'0',/!:'#( ,.1 It's simpleÐpay now,
have more to spend during your golden 
years. If you'd prefer not to dip into your 
retirement savings to finish paying off your
mortgage, consider prepaying while you're 
still in the workforce .
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;*!< /!/ !"#$%%%
M#*='/!9'/)*,1 Although the market 
fluctuates, it generally offers a better return
than prepaying your mortgage, according to
Money Magazine. For example, if you have a
7%, 30-year mortgage and take advantage of
tax deduction, you'll get a better return on any 
market investment that earns more than 5.1%.

+,/'*'./!T#>!?'8)(/5 ,1 If you prepay your
mortgage, you also lose the tax deduction 
on the interest you would have been paying.
Those in a high tax bracket should weigh 
the consequences before paying down.

"*'@#$0',/!"',#3/$1 Although most fixed
payment mortgages don't carry prepayment
penalties, some adjustable rate mortgages 
do. Discuss the terms of your loan with your
lender before you prepay to make sure you
won't be penalized.

Paying off your
mortgage early will 
leave you with more 
resources for your 
retirement years.
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Pay Biweekly
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Make One Additional Payment Each Year
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Keep Your Eye on the Ball
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Be There Before You Know It
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