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You may be penali

Momraage T H 1 S
SHOPPING W EE K * S
= HOME MORT-
GAGE_ SHOP-
PING TIP:

Beware of
prepayment
penalties when
solecting a
mortgage lend-
er and a mort-
gage program.

DAvID €.
MuLLy

Yeors ago, prepayment penal.
ties were the norm. Over time, it
DLeeame more  uncommon  for
mortgages to include a prepay-
ment  penalty. Because  these

lties are beginni

recent move taward prepayment
penalties.

Firat, with the boom in mort-
gage refinancing in tha last few
years, servicing lenders have loat
a lot of money because many cur-
rent customers refinanced to a
lower rate, often with a differont
lender. Some of the customers
who refinancod may have had the
loan only a short time, possibly a
few years or less. Lenders are hurt
most by these short term loana
because the profit they make only
begins after they have covered the
expenae of originating the loan.
Without charging a prepayment
penalty, they are left without cov-
ering the original cost.

R ily, who ob-

¥ to show
up aguin, consumers should add
the .question “Do you have pre-
payient penalties on your mort-
pugen® to their list of questions
tu "pak lendems when mertgage
shepping.

There are o few reasons for the

tained a no point loan or no
paint/no closing cost loan may
have refinanced too. These loans
have all the costa built into the
interest rate up frant, resulting in
un nbove-normal rate. Lenders of-
fered those loans in hopes of re-

STUNNING TUDOR
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For more

‘Troy's premier BEACH FOREST!
f Great atention to architectural detail.  Custom quality,
1 tasteful & costly extras and amenitics too numerous to list.
* Super plan for ententaining & family. Open and light with
. many windows offuring great views. Incredible finished
walk-out lower level. Mawre trees, gorgeous landscaping
& a wonderful location in subdivision. Truly a magnificent
-+ home for the most particular, $699,000.

Call Rosalee Hill at
988-2244 or 450-0317

or a private

coaping thelr up front costs over
time in addition to the profita
that would emergo after a fow
yoars of servicing the mortgago.
When borrowers reflnance, lend-
era are agnin loft without the abil-
ity to cover originating coats of
the loan.

The no point and no point/no
closing cost loans are the ones
most commonly carrying prepay-
ment penalties today. In addition,
adjustable rate mortgages typical-
ly carry prepayment penalties.
Unfortunately, loan officors don't
always offer this information up
front when you are declding on
your loan product. Therefore, you
need to mako ours to read the fine
prl:l md‘t‘uk questiona.

poy off ahoad of schedule a loan
with a balance of $125,000 could
cost up to $2,600 in ponaltics for
carly payofY. Obviously it is some-
thing to consider when choosing a
mortgage program.

THIS WEEK'S QUESTION:

Q. We recontly closed on our
house and had a bad expericnce
with the londer, At the closing,
we were told for tho very first
tlme that there would be a pre-
payment penalty If we pald off
the loan carly, The lendor sald
the ponalty would be 1%% of
the balance If we pald It off
within the firat 3 ycars. We

know we are moving 1n 2 years
b h 3"

p penal-
ties range from 1% to 2% of the
loan balance at the time of payofl.
The penslty generally only ap-
plles within the firat 2 to 5 years
of the mortgage. After that, there
is no penalty, These parameters
vary from lender to lender, Bor.
rawers need to consider their fu-
ture plans If possible when decid-
ing on the type of loan thot is best
for them. A poor mortgage deci-
sion could end up being a costly
mistake. For example, choosing to

of my b s Job

zed for early payoff of your mortgage

Show at Cobo Hall In Detrolt
on March 20, 1988 at 4 p.m.

clause was most likely writtan on
the application forms you aigned
and therefore, the lender fullilled
his requirement to inform you of
it. ORen, this type of misund
standing happons when Inexperl-
enced loan officers inadvertently
neglect to Inform thelr clients of a
prepayment clauee. If your initial
paperwork does not disclose the
prepayment clause, consult your
attorney for ndvice. Hopefully,
other readors will learn from your
experience and remember to ask
this important question at the
start of the mortgage procesa.

Edltor’s Note: Mully will ap-

pear as a gueat speakor at the
1 Annual Build

Home, Flower and Furnlture

David C. Mully ix president of
dem M Conaull Ine.
in Novi, an independent mortgage
lender referral source that special.
izes in connecting area homeuwn-
erg with g lender that meets their
maortgage needs. You are invited
to send questions and comments
relating to mortgages, lenders, or
mortgoge shopping by writing
Muily, P.O. Box 485, Novi MJ
48376-0485. You may also call
him at (810} 380-0602 or fax him
at (810) 380-0603. Current and
post column’s can be found on
O&E On-Line! in REALnet at ad-
dress:  http:/s i) /-
ryd/mutly b

fcr, Is this prop.
penalty a normal charge and is
there anything we can do about
e?

A. First of all, 1 am surprised
that the loan officer did not in-
form you of this fact during your
initial application or when you se-
lected your mortgage program. It
really should have been verbally
noted to you, Unfortunately for
you, the prepayment penalty

not always the wisest choices.

homework™

(Special FREE Report!)

ATTENTION! Don't List Your Home
Until You Read This!

Listing your home with the right agent is a critical decision in yaur
financial future! Making the right choice can menn a difference in
the thousands of dollara on your home sale!

Fricnds, family or tho first real catate agent who comes along are

Ask yourself ... would I trust this person with a large portion of
my financial future? Or, to put it in real terms . .. let's say the funds -
for your child’s coltege education or your retirement fund?

Don't spend the rest of your life saying *I wish 1 had done my

This special FREE report cxplains how to plek the right ugent.

The wrong choice could cost vou thousands . don't take $hat chon
mxfmmmnduuumuuummw ife Kavings is

This is a no-obligation community service.

Mary Ann McBroom, CRS

Chamberlain Realtors
£47.6400 Ext. 723

FOXCROFT

Maple & Telegraph « Bloomfield

¢ CHOICE LOT * NEW ROOF

* 3 BR/2 BATH » NEW HEATING/COOLING
* 3 FIREPLACES * HARDWOOD FLOORING

« SCREENED PORCH ¢ CUSTOM WOODWORKING
» 212 CAR GARAGE  » NEW SECURITY SYSTEM

$347,000

By Appointment 81 0'626“4056

There’s no place like
TR
New Homes

Every Thursday in your hometown newspuper.
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: Visit our web page at:
http://oeonline.com/realnet.html

ind a new home
without leaving

and connect to:

- -
REALneat
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YOUR HOMETOWN NEWSPAPER'S NEW HOME SELECTION SERVICE,

You're going to fove the range of listings. With a click of your mouse
you can find just what you're looking for—from location to number of
baths. This is a service that definitely is worth a browsel

And if you don't have software that will get you there, we can help with
that, too. just call us today and ask about OXE On-Line!

313.953-2266

An slactronic service of The Observer & Eccentric Newspepent

home

Announcing Sandy Smith’s

EASY EXIT

LISTING AGREEMENT

7001 Orctiard Lake Rd.
Sulie 432
Farmingun Ity

When you advertise a

still- useful item at the right
price, you can expect your
phons to ring. Peopie read

classified, looking

@bserver
CLAS []

;5. Tooeday b Ty

What's your higgest fear when you list your hume with a real estate agens?
te's stmple, Yo worry abaut being tocked inte a Jengthy listing agreement
swith a less than competent teal estate agent, anting your e valuable fime
and exprsuze o the market.

Well. worry o snore. Sandy Smith takes the gisk and the tear out of listing
your hume with 2 yeal estate agent. How? Through bis EASY EXIT™ Listiag
Agreement.

When you tist your hume through Sandy’s EASY EXIT™ Listing Agreement.
you can cancel your fhsting with him a1 any time. No hassles. It's easy.

« you can cancel your listing anytime

+you can relax knowing you won’t be locked Into a lengthy
or binding contract

» cnjay the caliber of scrvice confldent enough to make this
offer to you

Sandy has sttong opilons about pral estate service. He believes that If you are
unhappy with the service you tecelve, you shauld have the power to llre your
agent.

It 1akes 3 strong beliel In the quality of one's service to make this kind of
stand. but Sandy never sctiles for Jess than the highest standards from kin
and his fellow real estate professionals. He is confident yau will be happy with
his service because he bielleves you deserve "Positivety Perfect Service™.
Call him 1eday to tind out mare abaut how his unlque service can make all
the difference in your home sale.

810-855-2200
Voice mall 810-31

for Items they need at
prices they can afford. So
tell them the best time to
reach you and then get
ready to take those calisl

FEccentric
\DVERTISING

5 pm, Friday kot Mondey edtion




