Two Ways to Pay Off Your Mortgage Faster
If you’re like most homeowners, you want to pay off your mortgage as fast as you can. 

Most mortgages have prepayment options. 

You can find your prepayment options in your mortgage papers or by asking your mortgage representative. 

Mortgage lenders don’t charge fees or penalties when you make a prepayment under their guidelines.

The first way to pay off your mortgage faster is to make a lump sum payment every year. The whole payment is paid on the principal. Many lenders offer this option. 

The amount you are allowed to pay is based on a percentage of your mortgage balance. Lenders allow you to pay 10%, 15%, 20% and even 25%.

"Many people, when they look at the amount of these payments, get discouraged and don't do anything.

You don’t have to make a lump sum payment that large, though. A single lump sum payment of $500 will save you money. For example, on a $200,000 mortgage at 5% interest, paid semimonthly with a 35-year amortization, if you make one $500 prepayment you will save $2,462.73 and pay your mortgage off two months earlier. Can you see what would happen if you did that every year?

The second prepayment option is to increase your payment. 

Many mortgage lenders let you increase your payment by 10% to 25%. Some mortgage lenders let you double up your payments. The extra amount you pay is paid directly on the principal, which means you owe less. 

Using the same mortgage, the regular payment is $501.23. If you increase the payment by 10%, which is $50.12, you will save $52,293.47 by the time the mortgage is paid off. You will pay your mortgage off 7.83 years faster. 

As you can see, knowing your prepayment options and choosing the one that works will save you money.
