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When seeking ARM mortgage, get all the facts

Last week this col-
umn featured a list of
topics to cover with
prospective martgage
lenders when shop.
ping for a fixed rote
mortgage. If you're
shopping  for  an
adjustable-rate mort-
gage (ARM), ask the
additional questions
that follow. Thix most
important thing to dis-
cover is the maximum
amount your payment
might rixe.

Finoncial index and margin: The
interest rate on an ARM is determined
by adds; margin or spread e u speci-
fied fing index. Thix is called the
tally indexed rate. Find out both the
Ilinancial index used (Treasury,
cate of Depusit, cost of funds,

MGRTGAGE
SHOPPING

the margin (that is, how much higher is
the ARM rate than the index rate?),
Initinl interest rate: Is the initial
rate quoted the fully indexed rate or a
lower introductery rate, sometimes
called o teaser or discount rate? A tens-
er rate may sound like n bargain today,
but it may turn aut to cost you more in
the long run. This low rate lasts only
until the first adjustment. After that,
you will be charged the fully indexed

per adjustment period, and a lifetime
cap governs the maximum amount the
interest rate enn increase or decrease
over the life of the loan. Far example,
you may find a one-year ARM with a 2
percent periodic cap and a 8 percent
lifetime cap. I this one-year ARM is
originated at 8 percent, after the one-
yenr adjustment period, it could be
adjusted upward to as much as 10 per
cent, or downward to as low as 6 per-

rate, at which point your pa may
become unmanageable.

Adjustment interval: How often can
the interest rate be adjusted - every six
months, one year, three years, five
years? A loan that adjusts its interest
rate after six months is called a six-
month ARM; after one year, n une-year
ARM,; ete.

Rate caps: Rate caps limit how much
your interest rate can move, vither up
ar down. Periodic caps limit the change
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cent, d ding on the of the
index, Remember to consider the adjust-
ment interval when comparing rate
caps. The one-year ARM just descril
could reach its lifetime cap of 14 per-
ecnt (uriginal interest rate of 8 percent
plus lifetime interest rate of 8 percent)
in three years if intcrest ratea rose
steadily. A three-year ARM would just
be making ita first adjustment after
such a three-year period.

Payment caps: Payment caps may
appear similar to rate caps,
but don't be misled. While
they can limit how much
your monthly payment
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, they don't restrict
the interest rate from going
up. Many ARMs with pay-
ment caps have no corre-
sponding interest rate capa.
As a result, you may end up
paying the lender leaa than
the amount of interest you
owe cach month, If this hap-
pens, this unpaid interest is
.

added to your loon bolance, and the
principal amount you owe increascs
rather than decrenses with cach pay-
ment. This is called negative amortiza-
tion — and generally should be avoided.

Conversion to fixod-rate toan:
Some ARMs let you convert to a fixed-
rate mortgage ot specified times, typi-
cally during the first five years of the
loan. Because the convertibility featuro
if often an added expense (some lenders
charge an extra point, for example), find
out the exact conversion terms and how
much it would cost you to convert your
ARM to a fixed-rate loan. You'll want to
compare this cost with the costs
incurred and the interest rate savings
you might gain by refinancing your
mortgage to a fixed-rate loan. This will
hélp you decide the relative advantages
of each option to determine which is
most coat effective for you.

After you've gathered your informa-
tion and talked to soveral mortgage
lending inatitutions, you'll want to com-
pare the terms and options that look
moat promising. You may see from ask-
ing the questions identificd in this and
last week’s column that one lender is
quoting the lowest interest rates, but
another charges less in upfrant costs
payable at closing. Still anather lender
has the most liberal lock-in policy. Only
you know which features address your

i ion to the best ad ge. Once
you decide that, you will want to sched-
ule an appointment with a loan officer
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1o stort filling out your mortgago appli.
cation. Fannie Mao (Fedoral Nationa]
Mortgage Association) is svailable if
you need help understanding mortgage .
information, want the names of mort.
guge lendern in your area or would like
a home buyer credit counselor who can
hulp put you en the path to ownership.
Give them a cali ot 1-800-832-2345, 9
o.m.to5 p.m.

Hero aro come recent interest rates
that may be helpful to you in tracking
the direction of rates. These are just o
guide. Be wure to call o lender to get
current rate quotes,

In Freddie Mac's Primary Mortgage
Market Survey, the 30-year fixed rate
for North Central area for the week of
June 14 rosc again to 8.43 percent (US,
average 8.39 percent). A week ago the
average for the U.S. was 8.3 percent and ,
one yenr ago it was 7.56 percent. Cur.
rent 15-year fixcd-rate mortgonges aver.
age 7.91 percent and adjustable-rate
mortgoges average 5.94 percent for our -
area of the country. .

Write David Mully at P.O. Box 485, ...
Novi, MI 48376-0485. Mully is available .,
to anstwer your mortgoge shopping ques.
tions. If you have questions or would
like free assistance with your morigage -
search, cail Mutly at 1-800-405-3051 or- -
fax your questions to (810)380-0603, You
can aecess Mully's previous mortgage..
shopping articles at on-line at;
http:/oconline.com/ ~emoryd. mully '

REAL ESTATE BRIEFS

Real estate briefs fratures news and
notes on professional assaciations,
office activities, upcoming meetings
and seminars, new services! products
and consumer publications.

Write; Real estate bricfs, Observer
& Eccentric Newspapers, 36251
Schoolcraft Road, Livonia, 48150.0ur
fax number is {313) 591-7279.

M Home financing workshops

Ross Mortgage presents free, no-
obligation home financing workahops
6:30 p.m. Tuesday, June 25,at the
International Business Center, 43000
Nine Mile cost of Novi Rond, Novi,
and 6:30 p.m. Wednesdny, June 26, ot
Freedom Hill County Park, 16 Mile
cast of Schoenherr, Sterling Heights.

For reservations, call (810) 968-
1800.

M ERA to expand

ERA Franchise Systems, a residen-
tinl real estate network, is expanding
its franchise sales force in ad! of
an aggresaive campaign to double the
number of franchises by the year
2000,

has more than

Currently, ERA
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Rvk Ridge's rolling terrain is ideal for watk-cut designs providing humongous
additional living space you can finish now or in the future. Spacious four-bedroom
harnes offer a wide choice of fleor plans designed for conlemporary living. Plus
unspoiled woodiands, neighborhood sidewalks, beautiful privale parks, childrea’s
playground, even our own private pathway to the wonderful elementary school next
door. Visit today!
Single-family homes priced from the $270,000°s
Beautiful spec homes available for
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1 p -owned and oper-
oted offices throughout the U.S. and
14 other countries.

HFS, publicly-owned franchiser of
hotels and real estate brokerages,
ncquired ERA in February,

“The way to increase market share
is to scll more franchises to quality
brokera and help our current base of
broker members and sales nasociates
become even more productive,” said
Fred Beilstein, ERA president and
chief operating officer.

“This will be aecomplished through
the use of improved technology to
support our product and service

: offerings,” he said.

ERA has 16 franchise offices in the
Detroit area, 13 in western Michigan.

B Real Estate One

Renl Estate One received a Pro-
ducer Award at the Genesis Reloca-
tion Services annual conference.The
award was given for dedication to
serving transferees and their fami-
lies.

Real Estate One, headquartered in
Farmington Hills, competed againat
other Genesis affiliates of similar
size from around the nation.

“We are very proud to receive this
award,” said Richard S. Elsea, presi-
dent of Real Estate One.“We believe
it reflects both the dedication of our
sales i and the professional

ager of the new mega-office.

B Apartment management

Lawrence Technological University
sponsors a serics of workshops on
apartment management and review
of the registered apartment manage-
ment certification 2:30-5:30 p.m.
‘Thursdays Sept. 5ta Dec. 12 on cam-
pus in Sauthfield.

Tapics include risk management,
marketing rental housing, planning
for development management, finan-

ism of our relocation staff.”

Genesis is an association of 395
real estate firma with more than
41,000 sales associates and 1,700
offices throughout North America.

W Bonadeo testimonial

cinl and

Fee is $395.To register, call Karen,
Piontek at (810) 204-4020. .

i New member

The Masonry Institute of Michigan
has introduced an informational

‘The Building Industry A
of Southcastern Michigan hosts
testimonial dinner for James S.
Bonadeo, president emeritus who
headed the association for three
years, at 6:30 p.m. Thursday, June
27, at Laurc! Manor in Livenia.

Tickets are $160 per person.Pro-
ceedas will be used to establish the
James S. Bonadeo Scholarship for
students interested in the construc-
tion induntry and will help support
political action for protection of pri-
vate praperty rights.

For reservations or information,
contact BIA nt (810) 737-4477.

@ Schweltzer acqulsition

Coldwel) Banker Schweitzer Real
Estate, a member of the Coldwell
Banker Residentinl Affilintes, has
acquired the Red Carpet Keim office
at 1956 Woodward in Birmingham.

Schweitzer plans to rolocate its
current Royal Oak office to that
im location,

Al Butts, broker/owner of the Keim
office, will remain in the organization
as acsociate broker in sales. Gary
Jones, manager of the Schweitzer
Royal Oak office, will remain as man-
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© The Most Beautiful and Affordable Homes in Lake 0

ber clussification that offers,
support servicea at reduced cost te:
non-mason cantractors or supplicras
who don't qualify for gesociate memi-
bership. .

Benefits include in-house continu-2
ing education programsa, membership;
rates for technical seminars and;
advertising in a dircctory/resource;
guide.

Annual cost is $300.For informns
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@ Baseball night =

The Birmingham Bloomficig:
Rochester South Oakland Association=
of Realtors sponsors a Realtor Fami
Night 7:05 p.m., Thursday, July 11,
‘Tiger Stadium when the Tigers h
the Boston Red Sox.

Tickets, $12 in advance, includeX;
$4 worth of food and merchandise.
credits at the stadium. T

The evening will include a firg;
pitch ceremony, promotional mess
sages on the marquee at Michigan:
and Trumbull and a welcome on the-
Jumbotron scoreboard, =

For information, call the BBR=
SOAR office at (810) 879-5730. =
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3 Luxurious Plans
3 Colonials ® 1 Cape Cod
2400 - 3100 5q. F1,

o Walkouts & Daylights Available
AND

* Golf Course View Available
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