
 

Offset vs Redraw Comparison 

🏦🏦 What Is a 100% Mortgage Offset Account? 
A 100% offset account is a transaction account (similar to a savings account) linked to your 
home loan. The balance is used to reduce the interest charged on your loan. The higher your 
offset account balance, the less interest you pay. 

🔍🔍 How It Works 
If your home loan is $500,000 and you keep $50,000 in your offset account, the lender 
calculates interest on $450,000, not the full loan amount. 
 
�� Funds are accessible anytime (just like a savings account) 
�� Saves interest daily, helping reduce the cost of your loan 
�� No credit interest is paid, but you benefit from tax-effective interest savings (on the 
loan) rather than taxable interest earnings paid, often at a lower rate 
�� Does not reduce the principal loan balance 

 

🫑🫑 What Is a Mortgage Redraw Facility? 
A redraw facility lets you access extra repayments (and savings) you've made over and 
above the required minimum. 

🔍🔍 How It Works 
If you're required to repay $2,000/month but you pay $2,500/month, the extra $500 
accumulates as available redraw. That extra money directly reduces your loan balance, 
which reduces the interest you pay. 
 
�� Reduces both the loan balance and interest paid 
�� Funds can be withdrawn for free, using internet banking (T&C may apply) 
�� Charges may apply for manual redraws 



⚖ Offset vs Redraw – Financial Comparison 
Feature 100% Offset Account Redraw Facility 
Reduces Interest �� Yes �� Yes 
Reduces Loan Balance � No �� Yes 
Access to Funds �� Instantly (via debit or 

transfer) 
�� Available funds are 
easily accessible for free via 
internet banking 

Tax Implications¹ �� Cleaner for investment 
loans 

��� May impact tax 
deductibility if an 
investment loan and the 
redraw purpose is not 
deemed tax deductible by 
the ATO 

Interest Earnings �� Tax-effective interest 
savings (on the loan) rather 
than taxable interest 
earnings paid, often at a 
lower rate 

� No interest earned; 
benefit is in reduced loan 
interest charged 

Financial Return �� Equal interest saved (if 
funds are equal) 

�� Equal interest saved (if 
funds are equal) 

 

¹ Note: Offset accounts preserve the loan structure and generally maintain deductibility on 
investment loans. Redraw funds used for non-investment purposes may affect deductibility. 

 

 

🧲🧲 Example: Annual Interest Savings 
- Loan Balance: $500,000 
- Interest Rate: 6.00% p.a. 
- Offset or Redraw Funds: $50,000 
 
��� Annual Interest Saved: 
$50,000 × 6% = $3,000/year 
 
� Offset and redraw both save the same interest if the balance and timing are equal 
� The difference is in accessibility, structure, and tax treatment 



 

🌟🌟 Summary 
 

Use a 100% offset if: 

 
  - You want easy access to your money 
  - For budgeting purposes 
  - You're managing an investment loan with tax considerations 
 
Use redraw if: 

 
  - You want to pay off your loan faster 
  - You have savings and want the best place to park it (tax effectively) 
  - You don’t need frequent access to surplus funds 
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