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Mortgage menu

For some, selecting a mortgage Is

‘ a3 mysterious and as Infurlating a

process as trying to keep track of the

pea in a shell game. How do you
know which onc Is right for you?

CPAs, the key to choosing a mort-
gage Is taking the time to under-
stand how mortgages dlffer. In most
cases, you wiil have to decide be-
tween a fixed- or od] t

‘your equity in tho property.

the monthly payments will go
toward the princlpal, thus increasing. |

The primary advantage of a flxed-
rate 4 fslts bllity. It

requires study

gage. As a general rule, the pay-
ments oo a $0-year loan with an In.

‘terest. rate of 10 percent will be

about 20 percent less than theso on
an 18-year loan. But if

your monthly payment Is $2,000 to-
day. It wiil be $1,000 20 years from
now, and In 20 years, $1,000 will
scem a lot less than 1t does today.
The cost of this flnancial security 1s
usually an Interest rate that Is two
or more lots hij

mortgage.

Flxcd-rate mortgeges feature
monthly payments that remaln the
same over the lfe of the mortgage

© — . usually ranging from 15 to 30
years, At the start of the loan, the
payment goes almost entirely
toward Interest, which is tax deduct-
Ible, In time, a greater percentage of

pal gher
than hose avallable on varable or
adjustable Joans.

When you apply for a fixed-rate
mortgage, you generally bave to de-
cide between a 15- or $0-year term.
Spreading the mortgage over 30
years means smaller monthly pay-
ments, which may enable you to
qualify for a somewhat higher mort-
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i IF YOU WOULDNT
BUY THIS

WiTHOUT
A WARRANTY,

S

* WHY WOULD YOU BUY
THIS WITHOUT ONE?

Alter all, a new housa is the gg}gest pirchase of your life
Unfortunately, most people don't know enatigh aboud build-
i and

ing standards 10 inspect behind tho new appliances
" under the carpeting 1o figure out if the job's been dona right.,

And o add to the problem, while a blender, toaster, and

other small appliances come with a written wasranty, many

homes don'ti That's why you shouid look for a HOW biilder.
The Home Qwners Warranty symbolis a sure signof a

builder's commitment to quality construction and customer

salisfaction. Every HOW Builder is subject to screening re-

quirernents covering his technical compelenca, financial

stahilty and customer service.
So & HOW Builder makes two i i o

yeu can afford the higher payments
o & 15-year mortgage, you can save
& dramatic amount In Interest costs
and you will own your owa bonte,
free and clear, In 15 yenrs,

WHETHER A SHORTER. or long-
er-term mortgago 1y preferable de-
pends entirely on an individual's par-
ticular goals and finances. For ex-
ample, a young professional who
plars to sell her home within a rela-
Uvely short time should probably opt
for a loan that demands smallcr
monthly payments, A couple n thelr
40s or 503 who want & mortgage free
home for thelr retirement years
should serjously investigats the ad-
vantages of a short-term mortgage.

Some CPAs argue that dlsciplined
Investors may be able to equal or ex-
ceed the amount of Interest saved on
a 15-year loan by intelligently In-
vesting the amount saved each
month under a 30-year loan, Also,
because a larger proportion of the
payments on a 30-year mortgage go
toward Interest, the tax benefit of
such loans is much greater.

In the first months of 1989, adjust-
able-rate morfgages (ARMs), ac-
counted for approximately €0 per-
cent of all new mortgages. The rea-
son for (he 'popularity of these
mortgages s casy to understand,
ARMs bave an Inltial interest rate
that is two to three percentage
polnts lower than those on flxed-rate
mortgages. Over the 1ife of the loan,
the interest rate periodleally [n-
creases or decreases upon a
particular index selected by the
lender, In most cases, ARMs are in-
dexed to eclther one-year Treasury
Blils or to the prime rate.

BEFORE YOU CHOOSE an ARM,

do a fair amount of compatison

shopplog. Pay particular nttention to

Jthe caps or llmits on how high the

Interest rate can climb. Most lenders
Lmlt the annual adfustment to one
T two tage points, with the

percen
Al total Interest rate guaranteed not to
¥l increase more than flve or slx polnts
$Hover the life of the loan.

are.particulnrly attractive

o those who are confident that Inter-
est rates will decllne or that thelr
wn salaries will Increase substan-
tially over time. These people choose

. ARMs because tho monthly pay:
ments are Initlally lower than
they could obiain" through

means. For example, the monthly

paymeat on a - $100,600, 30-year
fixed-rate mortgage at 10% percent
Is ”l;u._l%n an Aﬂt‘M':llh an interest
rate o! percent, the monthly pay-
ment Is about $700. ‘naeontlmug,‘ .y.
the ARM's Interest rates and month-
ly payments over time, s0
should the mortgage holdet’s In.
come. . .

But a problem could arfse if infla.
tion and market condltions causs the
adjustable Interest rata to increase
at & much faster pace than the mort-
gage'holder’s salary, Here's an ex-
ample, A few years 2go, a couple
bad the choles between two types of
mortgeges: a opeyear adjustable
mortgags at 7.5 percent with a two-
percentege cap per year and a lfe-
time cap of six polsts, or & 30-year
flxed rate mortgage at 10% percent.
Because they expected a large zal-
ary Increaso, they opted for the one-
year ARM. After two years, the
ARM's Lnterest rats rose to 11.5 per-
cent. At the same time, the .
increase never materialized, and the
couple ended up with higher monthly
payments than they would bave had
under the fixed-rate mortgage —
and without the substanilal fncrense
In income they had expected.

Stll, ARMs can maoke sense for
certain people. For cxample, if you
expect to own your home for only a
{few years, an ARM can save you a
bundle In Interest charges. In such
cases, you should consider three-,
five- or six-year ARMs, The adjust.
able rates will kick In only after the
stated period and untll that time
your interest will remain fixed at a
rate usually a point or so lower than
that on a conventional flxed mort-
gage,

Another option Is the convertible

. With these mortgages, you can
convert an adjustable-rate Ioan to a
fixed-rate loan, usually during the
second through fifth year of the loan.
Just keep in mind that converting an

may sometimes cost as much
a3 simply reflnancing the Joan,

Before you make a final declsion
on a mortgage, gather as much In-
formation as you can, The Federal
Reserve Board requires leaders to
supply customers with a 25-page
booklet called the “Consumer Hand.
book on Adjustable Rate Mort-
gages.”
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portant
you, First, he promises to do every job according to HOW's

i nized constuction standards. And second,
he stands behind his work by cammying a 10-year insured
prolection plan. it's just the kind of assuranca you need for
tha biggest investment of your tfe.

To find a truly professional, quality-conscious builder, look
for the HOW logo a3 you shop for @ new homa.
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o American dream of buying a home starts with waoaving
your way through the mortgago maze.

Seminar scheduled for
would-be home buyers

Looking to become a homeowner
so00n but still in the dark over polnts,
title Insurance and the other technl-
cal aspects of real estate transac-
tions?

The Western Wayne Oakland
County Board of Realtors will spon-
sor a free bome buylng semlnar at 7
pm. Tuesday at the Holidoy Inn
Livonla West, 17123 Laurel Park
Drive at Six Mile and 1-275.

““This will be an Informational, not
& selling, sesslon in which we'll have
experts dlscussing all the steps In-
volved from saving for the downpay-
meat to closing,” aald Eric J. Hunt,
president of the board,

““The sessions are aot restricted to
first-time buyers. Anyone planning a
move can galn new losight into the
bome buying process from the finan-
cinl, legal and real estate informa-
tion to be presented.
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“With home ownership the largest
Investment ever made by the aver-
age American, we think it important
that they be properly prepared to ex-
amine Lhe many alternatives facing
them in today's residential market.”

The seminar is e to last
about two hours and wlll include a
questlon-and-answer peried, Ad-
vance reservations are necessary by
calling 478-1700. A similar seminar
held by the board earlier in the year
drew more than 500 persons. .

The scminars are conducted as
part of the board's public service
programs, which currently include a
food drive through the Salvation
Army. Those attendlog he
“are asked to bring one canned good
to be added to those collected by
board member offices within the last
two weeks,
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