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Switch is on to 15-year mortgages

In 1983, only 6.2 percent of all
conventional mortgages matured in
15 years. In 1985, that percentage
more than doubled to 13.8 percent,
Flfteen-ycar mortgages proved

more popular among repurchasers
than among first-time buyers, but
first-time buyers were still responsi-
ble for 34 percent of the 15-year
mertgages written In 1985,

The principel advantage of the 15-
year mortgage is its rapld equity
bulld-up frem loan With

example, a 30-year mortgage at 12
percent carries a monthly payment
of $10.28 per thousand dollars of
toan amount, while a 15-year mort-
gage at 11% carries a monthly pay-
ment of $11.68 per thousand doltars,

50 TO MAKE monthly payments
comparable between 15- and 30-year
mortgages, borrowers using the
sharter-term loan must buy less ex-
pensive houslng or make larger

interest ratcs at 10 percent, the bor-
rower amortlzing a loan over 15
years will have accumulated 5%
times more equity In five years just
by loan repayment than if the bor-
rower had taken out a 30-year loan.
Lenders typleally offer slightly
lower interest rates on 15-year mort-
gages. But this'small bresk on the
interest rate ks not enough to offsct
the higher monthly payment
thousand dollars of loan amount, For

the larger
monthly payment would oblige them
to spend a larger percentage of thelr
Income on the mortgage payment.

In 1985, home buyers with 15-year
morigages tended to be slightly old-
er than those belng {Inanced for 30
years. But In most cases, the 15-year
mortgagors had lower incomes. Al-
though it might be that
lower Incomes would be associnted
with lower purchase prices, bor-
rowers chooslng 15-year mortgages

bought even less expenslve homes
celative to thelr incomes than thelr
counterparts  with S0-year mort-
Bages, '

Fifteen-year mottgagors made
relatively higher down payments
thah 30-year mortgagors did, The
combinntion of lower interest rates,
lower home prices, higher down pay-
ments and lower rates typleally pro-
duced lower monthly payments with
15-year loans than for those with 30-
year loans,

And home buyers with 15.year
mortgages tended 10 find less expen-
sive homes among existing housing
stock, particularly in that part of the
houaing stock huilt 25 or more ycars
ago. Relatively fow first-time buyers
bougat new homés or condominiums
with 16-year mortgagés.

— United States League of
o Savings Institutions

Financing menu serves up change

With the atrong ltkellhood that In-
flatlon will remaln in remissjon,
many of the trends in home owner-
ship that have emerged in the mid-
1980s will contlnuc, according to the
U.S. League of Savings Institutions,
Here s what the league sees in its
crystal ball,

® Never agaln is a alngle type of
mortgage instrument likely to doml-
nate the market as the long-term,,
fised-rate mortgage did for so long.
Adjustable-rate mortgages have es-
tablished their place on the mort-
gage menu, and short-term mort.

gages, such as the 15-year mortgage,
are dolng so today,

@ Disinflation has begun to im-
pose more stringent loan underwrit-
ing standards on mortgage baor-
rowers — hlgher down payments
and lower ratios of houslng expense-
to-incame. Dlsinflatlon is the reduc-
tion of the general level of prices,
planned to increase purchasing pow-
er while controling deflation. The
data presented in the 1985 Home
Buyer Survey revealed the decline in
the percent of income devoted to
housing expensc; higher down pay-

ments will be evident long before the
aext survey Is taken,

® The need of many prospective
home buyers to save substantially
more than In the past to meet those
down payment requirements should
contribute to — although not by it-
self a cause — a reversal of the jong
decline in personal saving rates.
Higher downpayments will almost
certainly mean that young house-
hotds will achieve home ownership a
bit later in life than those who pre-
ceded them In the 1970s and carly
1980s,

Consumers sees area
stake in Midland plant

By Tim Richard
staff writor

Even southeastern Michlgan resi-
dents who huy electricty from De-
trolt Edison have a stake in Con-
sumers Power Co.'s plan to convert
its {dle Midland nuclear plant to a
gas-fired generator, sald CP Chair-
man Willlam T, McCormlck Jr,

‘The new chief of the state’s larg-
est utility called a news conference
1n Detroit Monday to announce a re-
quest for a 25-percent electric rate
increase over five years for outstate
customers. CP's natural gas custom-
ers in the metro Detroit suburbs,
however, would face no rate In-

crease,

The rate increase, if granted by
the state Public Service Commls-
slop, would gencrate more than $500
million In revenue. The revenue
would be invested In converting the
$4 hillion, unfinished, nuclear plant
at Mldland to a natural gas com-
bined-cycle facility by 1990,

The
over now power plant constructlon,
other than to set electric rates to be
paid by customers,

The board of directors of Cone
sumers Power, meetlng In Jackson
Tuesday, approved the plan,

“Michigan's future power require-
ments should be met by facilities in
the stato for reasons of econemy, re-
labllity and sccurity of supply,”
McCormick sald,

BUT WHEN nearly all of the tri.
county area gets clectriclly from
Edison, why dld McCormick make
bls announcement In tho heart of
v ‘ ¥

PSC said it has no authority *

Edison’s territory? He gave four rea-

sons:

@ The Mldland plant, abandoned
two years ago, would be converted to
gas. Existing gas facilities would be
better utilized, and distribution costs
would be reduced at least $15 mil-
lion a year, McCormick said. (CP's
1985 gas revenues totaled $1.5 bil-
lNon. The savings would be 1 per-
cent)

® The utility can't go into the
capital market for converston funds.
Sclling stock {s impossible because
common stockholders suffered a
1985 loss af $4.42 a share, "We can't
borrow — our bonds are below ine-
vestment %r’ige." _McCormick sald,

year ago.

He succeeds John D. Selby as
chalrman of CP. Sclby was forced
out In the political-financial Aap
over the cost overruns of the Mld-
land nuclear plant.

McCormick sald CP englneers and
outside cxperts analyzed many op-
tions before decldlng the chcapest —
to ratepayers and in terms of con-
struction time — was to convért the
Midland plant to patural gas {n two
stages,
Coat to electrie customers would
benspercenunms: a year for
five years, or 25 percen

Current averago bill is $36.30 a
‘mouth. After five years, the CP clee-
ould sce the house~

ut by 8
to make the 43%.year converslon, he
sajd, CP could restore itself to fiscal
health and find acceptance In the
capital market in a future year.,

® CP and Edison are part of &
seven-state grid — the- Michigan
Electric Power Coordination Center
located in Ann Arbor — that distrib-
utes electricity where it's needed
during peak demands, MeCormick
sald. I CP has adequate capacity,
then z0 docs Edlson, ho reasoned. He
predieted supply would outpace de-
mand in a deczde, even with Edi-
son's Ferm! II plant comipg one
stream,

& Many companies which do busi-
uess statewids are headquartered In
metro Detroit. CP's electricity sales
030 12 percent in four years, pacing
the state’s general recovery, he sald, ,

McCORMICK, 42, was an execu-
tive of the parent company of Michi-
gan Consolidated Gas Co. untll a

5 .

c w
hold cost riso by $0.08 to $45.35.

REJECTED OPTIONS were:

® Abandoning the nuclear plant
entirely, Despite counter statements
{rom tho attorney general’s office,
MeCormick insisted CP would be en-
titled to a 19 percent rate increase to
recover the cost from customers.
“Anyone who thinks we will got
nothing for abandoning Midland Is
k!dding himself,” he sald.

® Buying power from other
sources — @ 38-percent rate in-
crease. This breaks down to a 19-
percent increasa for abandoning the
nuclear plant and a 14-perceat in-
crease for buying electricity else.
where,

® Converting to coal — a 25 per-
cent rate Inereass, plus longer con-
verslon time dnd a dirtler plant
when completed,

® Completing tho ruclear plant

(AIC,

Large down payments
offset mortgage rates

By Larry O'Conr;or
staff writor

‘The return of lower interest rates
has brought a sense of doja vu to the
home-buyer’s market, But moro
stringent qualifying standards could
::c smudging an otherwise rosy piee

ure,

‘Traditional methods of home fi-
nancing with shert-term mortgages
and spending’ less Income toward
housing are back, accordlng to study
by the United States League of Sav.
ings Institutions on 1985 house-fi-
nanelng data.,

The results could mean increases
in both home cquity ag loans are pald
off, more quickly and In personal
finances because prospective buyers
have to save substantially more for
o down payment.

But falllng mortgage rates do not
necessarily mean houses are more

many purchasers the effect of the In-
terest rates, According to the publi-
cation, U.S. Housing Markets, “new
standards for qualllying for a mort-
gage are now In place — and are the
equivalent, in terms of income need-
ed to qualify, of a 1% percent in-
creass In interest.” . -
. In 1885, lenders reverted to the 28-
t-of-Income lmit that bad-
followed In the 1970s, Translat-’

ed Into income dollars, the publica.
tion reports that the borrower now
Deeds 3.57 times his annual payment.
gma of the former three times to;

mortgage
tve for the National Bank of Detrolt
office in Farmington. “Now it's more
popular because the fixed rate has
come down.™
The 16-year mortgage appears to
be g the of

‘The average
2l mortgage payment In 1885 was
$865 compared €0 $845 In 1984, indi-
cating buyers were opting for more
expensive homes, In the Detroit
area, interest rates averaged 11.37
percent for the last half of 1985, In

. 1984, they averaged 11,56 percent.
Area

banks and mortgage compa-
nles, for the most part, back up the
study. The major exception to the

trends set in the past few yearsis the |

vanishing of adjusted-rate mort-
goges., Adjusted-rate mortgages,
though initlally offering a lower rate
(8% percent at one bank compared
to about 10 percent for fixed-rate
mortgages), can fluctuate upward
with inflation. A fixed-rate mort-
gage remains the same throughout
the loan period. ARMs eaptured two-
thirds of the conventional home
mortgage market in 1885, more than
twice the $1.9 percent in 1983,

* BUT THIS YEAR fixeéd-raté mort-
gages are what's in demand at area
lending institutions, .

“There's no risk lovolved like
there i3 with the ARMs,” sald Tom

ARMs, .
“Since the first of the year, I'd say
99 percent of our business has been
with the 15-year flxed rate,” said
Ken Nelson, branch manager of
First Federal Savings of Michigan in
Westland. “There'’s very few adjust.
ed-rate morigages around.”

But 30-year fixed-rate mortgages.

have one major advantage — lower
monthly payments. The monthly
payment on a $96,000 mortgage with
8 15-year mortgage at 10% percent
Is $1,046.37. The 30-year monthly
payment at 10% percent Is $895.72,
a $150 difference. Lending institu.
tions generally offer lower rates for
15-year mortgages than for 30-year

loans, .
“The dlfference in the monthly

payment isn't dramatic,” sald Wil-
liam Yaw, director of marketing for
First Standard Federal in Troy, “but

the interest pald is significant* (See .

accompanying story.).ri -

ALTHOUGH LOWER Interest
rates would seemingly mean more
buyers could qualify for loans, a new
development has canceled out for

or a From'
late 1980 to early 1985, a borrower,
without heavy debit obligations could:
qualify for a conventional mortgage |
If first-year payments wero as high
as 33% percent of Income. .-
Even Federal Houslng Adminls.
tratlon and, Veleran's Administra-"
tion loans, which always were more
lenlent In Income standards, have:
tightened, thelr guidelines, Previous-"
ly a borrower could quallfy with:
payments 40 percent of their income
and sometimes higher. Since last®
year, there has been a firm 38 per.”
ceat celling with same exceptlons,”
according to the publication, - -
““These now limits were not arbl-
trarily lmposed. They are a reaction’,
to the high rate of delinquencies and *
foreclosures of the last few years.
There s no jonger enough apprecla-
tion' in home prices to bail out.
averextended buyers.”
Area lenders agreed. .
“It's gelting hard to approve a.
loan with a § percent downpayment
these days,” said Nelson.

Another aspect of horae huying —
age of thec:::uyen - mﬂumt.o baI;
changing. ary to the League of
Savings report, which sald the medi.;
an age for'a person purchasing’

38 In 1985, many home buyers ap-
“pear’to unger, according’to
+ Bos seling areare s, -3
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23 tntroduetlon to Personal Computers -

Each student In avory class
at the Personal Computing .
Cantar has tho oxclusiva use
ot an IBM porsonal computar

for the entiro class period.
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