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Lenders adapt to larger-sized mortgages

MoRTaAQE Mortgage
sHoPPING Timeline

A trend that
has been devel-
oping for some
time now is that
the average size
of mortgages
has  ‘been

The competition for the larger
loans has gotten much stronger
« in recent years. Therefore, the
interest rates have gotten much
better. This is particularly true
for loans between $200,000 and
$500,000 because there aro
many more loans of this size
todny than even five years ago.
In additi 1 process

g every
year. Because of

i this, lenders
DAVIDC. have changed
MULLY  how they estab-

lish interest

rates for differ-
ent loan amounta and how they
set their approval guidelines for
higher mortgage loans.

When lenders decide on what
interest rate to charge, they all
have their own philosophy. Seme
tenders charge the same rates on
“conforming mortgnges” (gener-
ally loan sizes of less than

) 5214 600) as they would charge

o ma——

on “non-conforming mortgages”
(usunlly from $214,600 to $1 mil-
lion). Other lenders charge high-
er rates for loans over the con-
forming loan size. Most all
lenders will charge a higher rato
on lonn amounts of more than
$500,000.

Sellers must disclose use of lead paint in their homes:

As  of Friday, home
sellersflandlords must disclose
known lead-based paint hozards
in a dwelling and provide buy-
crs/renters reports available
from lead tests that were per-
formed before the sale or lease.
‘This applies to residential hous-
ing built prior to 1978, the year
lead was eutlawed in houschold
paint,

Federal legislation was passed
to protect families from exposure
ta lead from paint, dust and =soil,
Approximately three-quarters of
the nation’s housing stock built
before 1978 (about 64 million
dwellinga) eontains some lead-
based paint. When properly
maintained and managed, this
paint pases Jittle risk. However,
1.7 million children have bloed-
levels above safe limits, mostly
duc to exposure to lecad-based
paint hazards, according to the
National Assopcintion of Real-
tora,

Lead poisoning can cause per-
manent damage to the brain and

VCR, computer edit tapes

he

has been uxmphfud for higher
loan sizes because the demand
for them has mcreuscd makxng
them more

dobta and monthly house poy-
ments. If you have no debts, FHA
allows a maximum of 29 percent
of gross income for the houae
pnymnnt, including property

use thia as a guide. If you feel
you have a unique situation that
may warrant higher ratios,
explain it to the lenders. You
may be surprised how under-

taxes, h ners e,
mortgege insurance (if applica-
ble) and conde association dues
(if applicable). For VA, the
lenders allow up to 41 percent
for both debts and house pay-
menta, Even if you have no
debts, they still atlow the 40 per-

this, lenders now have a much
larger databnse of “jumbo”
loans, which makes it casier for
them to judge the performance of
such loans. With this data, they
can feel more comfortable relax-
_ing some of the atringent
requirements of the past.

Buying a existing home

I have been getting queations
lately on what eriteria lenders
use when approving loans. There
are several factors, but one of the
most important is the “ratios”
they use.

When buying a home with an
FHA mortgage, the lender will
allow 41 percent of your total
groas family income to be used
for the monthly total of revolving

many other organs and causcs
reduced Iztulligencn and behav-
ioral problems, Lead can also
cause abnormal fetal develop-
ment in pregnant women.

In addition to the disclosure
requirement, other requirements
include

* Sellers and landlords must
give buyers/renters the pam-
phlet, developed by the EPA,
HUD nnd the Congumer Product
Safety Commission (CPSC),
titled Protect Your Family from
Lead in Your Home

*» Home buyers will get a 10-
day period to conduct a lead-
based paint inspection or risk
nssessment at their own
expense. The rule gives the two
parties flexibility to negotiate
key terms of the evaluation.

+ Sales contracts and leasing
agreements must include certain
natification and disclosure lan-
guage, and

= Sellers, lessors and real
estate agents share bili-

- in place, however, cer-

cent

When buying a home with
conventional financing, the
ratios depend on the downpay-
ment, With a downpayment of
less than 20 percent, the lenders
generally allow 36 to 38 percent
of total documented gross family
income for combined monthly
reyolving debts and monthly
house payments and 28 to 30
percent if you do not have any
debts, With more than 20 per-
cent down, the lenders get more
flexible if the loan makes sense.
Generally, you ean sce lenders go
as high as 40 percent or some-
times even higher, depending on
the circumstances.

As always, there are excep-
tions to these ratios, but you can

The law does not require any
lend paint testing, rcmovul or
nor does it
lensing and sales contracts, Its
intent i8 to-inform the public of
lead-bascd paint risks and gives
them an opportunity

to have an inspection.

If a buyer, seller or .
landlord chooses to
have a lead inspec-
tion, it is recommend-
ed, but not required,
that the inspector be
EPA certificd.

This gives the pub-
lic a yardstick by
which to measure the
qualifications of those
performing the inspec-
tion,

The state of Michi-
gan does not have a
certification program

ding they can be. After all,

they want loans, and good .

lenders have creative ways to
approve loans they really want
to make,

Buying a newly built
home

‘When you are 60 days away
from completion of your dream
hame, it's time to start compar-
ing mortgage rates with different
lenders. You have time to apply
and he approved for the mort-
goge when you're 30-60 days
from completion. If you already
applied for your mortgage and
have been approved but not
clased, you, too, may want to con-
tinue shopping as long as you
have not spent more than an
application fee with the lender.
Gaining a better rate or closing
cost with another lender may
more than make up for losing an
application fee.

Lenders will always he more
aggressive for your business
when you are close to clesing on

Over the past six months, the
Michigan Association of Realtors
and its 51 local associations have
been training and educating the
more than 24,5600 Realtors in the
state on this new legislation and

your mortgage. You are now
more of a reality to them, Use it
to your bargaining odvantage. If
you are not required by your
purchnse agrecment to apply for
your mortgage right away, why
not wait? At the point of 60 days
before completion, you still will
have plenty of time to apply and
lock in a mortgage, and you may
save an application fee.

Refinancing

Everyone is looking to make
the best use of their money,
right? You mny consider asking
your linancial planner if you
should refinance for the purpos-
es of taking equity out of your
home and investing it. You moy
find that in todoy's low mortgage
rote environment, you can earn
more on investments than you're
paying in interest. I am not an
expert on investments, so plense
talk to a financial planner. If you
want o referral, call me, and I
will be glad to give you a name of
someone you can talk to.

1 can comment here that
lenders generally will lend up to
76 percent of the appraised
value (not asgessed value) of
your home, and some lenders
will go up to 80 percent but may

the role and responsibility the
real estate agent has to
scllers/buyers and landlords/
tenants regarding lead-bnsed
paint disclosure,

charge private mortgage insur:
ance for what they call a “cash: =
out refinance.” You necd to alsgl:
consult an accountant if yduy
decide to do this for investmentis:
because (depending on what yol&;
borrow) some of the mtureawﬂ
from the mortgage moy not
tax deductible. This is truo,,«
chczﬁcnlly if your now lond®3
amount is higher than what yur.["
originally borrowed when yowrad
firat bought the home. Call mo if% 24
you would like further explanasss
tions or see my previous cnlumr{,
dated Sept. 26, 1996 undor theZd
refinance hendmg for more lnl'nr‘f
mntion.
David Mully has been writing %,
his weekly “Mortgage Shopping~ss
column for the Observer &%
Eccentric Newspapers since JuneZ:
1995. He has been involved unl!» -
residential riortgage lending s
the Detroit area since 1988 ando=
is a senior loan officer, For mfurr.
mation about a new nlnrlgagc;.h
call Mully toll-frec at 1-800-405+2~
3051, fax him at 810-380-0603 or" >
send ¢-mail to cgbxodd@prodl»‘-‘
gy.com. You can access Mullya-.‘
previous Mortgage Shoppi ng.o-
articlea on-line at http:/ foconsia
line.com! ~emorydi!mully

S

For additionnl ml‘urmntmn.\
contact the National Lead Infors3y
mation Center at 1-800-. 4240"
LEAD, the Michigan Ausocmuox\».
of Realtors at 1.800-454-7842, or.‘
your local Rcalwr
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This holiday scason, cam-
corders everywhere will be
whirring as festive family
get-togethers arc preserved
an videotape. But once those
memories are recorded, how
does a family organize and
cdit those videotapes into
something fun to watch?

The perfeet gift for a family
that loves ita camcorder is
Sony's Hi-Fi Stereo VCR
with VideoDirector Home.
This VCR can be used with a
personnl computer to edit
cameorder tapes quickly and
casy. Nearly every clan has
nccess to o PC, so family

members with camcorders
can join together to make
this truly a family project to
be enjoyed for generations to
come.

The Sony SLV.-960HF VCR
and VideoDircctor software
package enables video edit-
ing from a LANC-compatible
eamcorder or PC using Win-
dows 3.1 or higher, 4 MB of
RAM, with an available seri-
al port. The PC editing pro-
gram marka favorito scenes
from camcorder tapes,
arrangea them in any order
and hos the computer auto-
matically assemble a perfect-

et etk bl imrdin, 04
ly edited tape. The VCR's Tnadip T, ki o0k 254 U
glitch-free editing capability Kodetten ndhes i 41 vajun

makes it easy to insert mem-
orable acencs onto a single
videocassette to present to
family members.

For TV and movic lovers in
the family, the SLV-960HF ia
also a great multipurpose
VCR. In addition to its cdit-
ing capability, it offers VCR
Plus+ programming for
quick, convenient recording
and the AutoClock set fea-
ture, which automatically
keeps the clock on time by
using special brondcast sig-
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- Come Check Us Out!
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The
Robertson Brothers Group:
Over 50 years of being
Southeastern Michigan's B o
premier developer e -
and builder
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distingt ullages:

BRIDLEWOOD VILLAQK priced
from the $170's

STMEPLR CHABE VILLAGR
priced from tha $240's

Call (810) 340-0920
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