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Would a dollar loan save a fortune?

Demand for foreign currency loans
against UK homes is soaring, but
advisers warn that it is a high-risk strategy
that could increase your debis in days.
Clare Francis explains the pitfalls

THE recent strengmh of the

paund agaimsat the dollar has led

1o @ surge in interest from bor-

rowers looking o take out dollar

mofgages  against  their UK
mEs.

Holding a koan in a falling cur-
penicy Gin el o reduce the out-
standing debn by thousands of
paunds in just a few months, but

it is a high-risk strategy. Some-
one who had converied 2 £1m
mwumdn]larsm
Z, when there were $1.93 to the
pound, would have seen the
value of their deba £l 1 shou
ES15,000 i he or she had
changed it back when the
rale wis o a 26-pear
high of $2.11 earber this month,
according o HIFX, a foreign-
exchange broker,

Several private hanks snd bro-
kers affer mortgages in foreign
currencies, where your repay-
ments cover only the inwerest
and the aim is for forcign-ex-
change movements to cut the
walue of your debe. However, if
the currency moves in the wrong
direction, the sterling value of
the boan will increase.

Chris Towner at HIFX said:
“You can make money aul of cur-
rency speculation, but exchange
rales can vary significamly oves
a shart perad, 50 you must be
able to afford va take the risk.”

While many analysis had
expecied the dollars value io
comtinue its downward path, it
strengthenesd against serling last
week [(ollowing the announce-
ment from Merryn Eing, gover-
mor af the Bank of England, that
Buritish interest rates will proba-
bly be cut ar least twice next year
to stave off an ecomomic down-
turn. The peund pracmptly fell by
3% against the dallar 1o $2.04.

If someone had converted a
Elm loan inse dallars at a e of
5211, the value of the debt in
sterling  terms would  have
increased . by  £34,000 in the
space of 8 week.

Mike Boles ai Savills Privaie
Finance, a broker, sid: “We
have had more imerest in
fovelgn-currency products in the
last six months from people who
think they can benefit fram cur-

MOvEmenls
imterest rates abroad.

“Howeyer, when the risks are
explained, most decide againsy
ir. We start by caplaining the rea-
sans why you shouldn't take a
farelgn-currency mongage and
work from there as we need to
b sure that dlients know what
they are gening insn.”

Boles added that those whe
are prepared to take the risk
tend W go for multi-cumency
monigages, rather than a single-
ourrency loan, because they are
safer — insead af chancing every-
thing on the movemems of o
cauniTy's exchange rabe, a man-
ager spreads lhlrdelbtmllsm

DEBT BURDEN RISES WITH CANADIAN §

0

SOPHIE HENDERSON, pictured with two of her thrae
children, George, six, and Lucy, three, has a
multi-currency mortgage on her home In Leicestershire,
Sophia, 42, and her husband Stephen took out the
loan with EGU Group in August 2005 after receving
advice from morigage broker Savills Private Finance,
Up until three maonths ago they had reduced the size
of their mortgage by about 7% thanks to currency
movements, despite only paying the loan's interest,

However, over the past few months the morgage
has been held in Canadian dollars which have
sirengthened in value against the pound, so their laan
is now abaut 2.5% higher than when they took it out.
ECU has recently switched to US dollars,

Stephen, an independent financial adviser, said:
“ECU has a strong track record, so | still have faith that
over the longer term, a multkcurmency martgage will

work to reduce our debt”

loans are bess risky than those
resiricted 0 & single currency,
they are still not for the Fxin-
hearted as you are depending on
ﬂl:]m&w;nl'd;mmr

a manager,
hat been offering multi-currency
lpans for more than a decade.
Diesplie the weakness of the US
dallar this year, ECU has only
just moved clienes’ money in
ihe currency — just as the green-
back last weelk,

It backed the Canadian dallar
Insiead, having that 1o
follow the LS currency down-
ward. In fact, the Canadian dof-

C$2.32 to the pound 1o C$1.92,
As aresult of its Canadian del-
lar holdings, clients’ debes
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your debt
could fall —
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inereased by ¥ in the thres
monhs from Augus o the end
uigmb-m.

ormag  N; a ECU
said: "Mu]ti—:ldmnmq loans are
not @ cne-way sireet — vou do
e pericds when £ rates
B0 againgt you and it is very casy

with hindsight 10 say that we
shauld have been in a different
currency. In 1999, debis
increased by 11%, but we more
than recovered in the following
twn years. They dropped by 6%
in 2000 and 12% n 2001."
Multi-currency loans are anly

really avallable 10 the wealthy.
The minimum-lan swe tends o
be at least £250,000, sometimes
500,000, and providers require
borrowers i hawe significant
amounis of exquity in their prop-
erty — typically 40% or SO0k,

Private banks swuch as Cii and
Fortis offer multi-currency mart-
gage facilides where the borrow-
o5 can dexide which foreign cur
rency they want their home: [oan
ter be i, bt meat bormowers pre-
fer a manager w make the dec
sioms,




