
Net-Effective Interest Rate Charts 
For First Time Homebuyers 

 
The charts you are about to view are very powerful!  However, it’s critical to understand what the term NET-
EFFECTIVE INTEREST RATE means. 
 
It is the effective interest rate your client will pay if they complete a 1040A form when filing their income taxes.  
While clients will be paying a real interest rate on their loan, factoring in the tax write-offs for mortgage interest 
paid, their effective interest rate and payment are less. 
 
All taxpayers have a couple of options when it comes to federal taxes.  They can file a new W-4 form with their 
employers asking to take LESS money out for federal income taxes.  Or they can elect to file the 1040A form 
and if they qualify, get their money back in the form of a tax refund. 
 
The charts are for illustration purposes.  A little disclaimer here – the charts are based on general tax criteria 
and always advise your clients to check with their tax advisor for their actual tax savings.  It does not take into 
account allowed tax deductions for property taxes or any savings they might receive from state income taxes. 
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