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You may be
ona of the many
who are current-
ly paying premi-
um mortgage
insurance {(PMI)
each month in
your mortgage
payment , and it
may be an
unneccessary
payment. If you
put less than 20
percent down

when you ini-
tially bought
your home, you are most likely
still paying the monthly premi-
um mortgage insurance.

PMI does aerve a usciul pur-
pose for some. It is a good thing
because it greatly assists first-
time homebuyers who moy not
have enough for o 20-percent
downpayment but still want to
buy their own home. Lenders
will lean money to these people
with as little as 3 percent down
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if the borrower has PMI. Without
PMI, qualified peoplo with cre-
dentinls that meot all other bor-
rowing guidelines cxcept the 20-
percent threshold would be left
out in tho cold,

The other side of the story is.

that onca these same individuals
have lived in their homes for a
few years and have built up 20-
percent equity in their homes,
they still pay monthly PMI cven
though it is no longer necessary.
There are currgntly estimated to
be 250,000 homeowners in our
country who pay PMI premiums
even though they have more
than 20-percent equity in their
homes.

It mny be that these homeown-
ers are not aware that they are
poying PML In other cases, the
lender currently servicing the
loan may not be willing to cancel
the PMI foes even after the
homeawner disputes and proves
that there ia more than 20-per-
cent equity,

How can you determine if ‘yéu
aro carrying PMI insurance? In
some cased, tho PMI requires

ment is written into a lifetime .

contract between tho lender and
the that

requost an early out for PMI if
thoy happen to pay down the
loan ahcad of schedule, do home
{mprovements or live in a noigh-
horhood whero the homes are
g (like most homes in

in
the initinl c]nslng pnpcrs whon
the home was first

mutro Detroit). The decision on
p bill is expected in

check in your closing papera. ll‘
you have 20-percent equity or
more and are caught with this
“lifetime contract,” help is on the
way.

There is presontly active legis-
lation in congress sponsored by
Sen, Alfonso D'Amato that will
force lenders to automatically
drop PMI when the 20-percent
level is reached. They would use
the home's initial value estimate
at the time of purchase and the
national amortization schedule
of the loan being paid off to cal-
culate when the balance reaches
n point that is 80-percent of the
initlal value estimate, This pro-
posed bill will also build in the
ability for the consumer to

t.hn next 60 doys and has a good
chance of passing if some of the
bugs can be worked out.

Another important point ia
that the lender currently servic-
ing your loan is bound by the
investor that made the loan.
Hence, the investor ia the actual
note holder. Before you got too
upset with your londnr, consider
that the.servicer earns no
income by collecting these PMI
premiums. They simply pass the
fees on to the PMI companies.

If you signed a lifetimo con-
tract, your londer may not be
allowed to cancel the PMI with-
out the auythorization of the
investor. To get past this, you can

. always refinance your loan with

anther lendor who will look at
your loan-to-value from a pro-
sent doy perspective and use &
now appraisal to determine if
PMI is required. Refinancing isa
good option as long a8 you won't
be giving up a great fixed rate
you had locked in for the long

m.

PMI costs can range from $85
per month on a $100,000 mort-
gago and at 96-porcent loan-to-
value ration to :lﬂﬂ per month
for a $200,000 mortgage. So you
can see that if 260,000 people
aro poying PMI who do not real-
ly necd to, that can add up to
millions of dollars in cxcess
expenditures by consumers.that
PMI companies are profiting
from. For advice on your particu-
lar situation, feel free to call me
at 1-800-406-3051.

Correction: in the Mortgage
Shopping column dnted 2-20-97,

Borrower beware! PMI overpayment is common

be a guest Bph:‘n!inr at the upcom-*

ing 79th annunl International
Builders Home Flower and ‘Fur-

niture Show, which begins March -

15 and runa through March 28,
Ho will be talking about "Mort-
gage Shopping” and how to save
money on your mortgage. Mully
will be appearing every day at 3
p.m., sturting with Monday,
March 17, through Friday, March
21, with additionnl appearances
on Friday, March 21, at 6 p.m.,
Saturdny, March 22, at 5 p.m
ond 6 p.m. and .Sunday. March
'23,at 21 p.m.

David Mully has been writing
his weekly “Mortgage Shopping”
column for the Observer &
Eccentric Newspapers since June
1995, He has been involved with
residential mortgage lending in
the Detroit area since 1988 and
is @ morigage conaultant. For
about & new mort-

for the
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- FABULOUS BLDOMFIELD QUAD LEVEL . Custom
d lgoot four badrooms plus
lbrary/stisy, Rm le n with built-Ins, '0"2"9.1 dtning

800-831-5614, Transunion; 1-
321-408-1400, Equifax: 770-612-

- 2686. If you have been denied

credit, you may rDceivc a free
copy of your credit ropo;
Editor'’s Nate: Dave Mully will

age, call Mully toll-free at 1.
800-405-3051, fax him at 810.
380-0603 or send email to
maxwell11@juno.com You can
accese Mully's previous Mortgage
Shopping drticles on-line at
http:llwww.observer-
eccentric.com  /realestatel
mullylarchives.html

Home sales edged

up in January

WASHINGTON (AP) - Sales
of proviously owned homes
edged 2.1 percent higher fn Jan-
uary after a bannor year in
1996, spurred by

‘l

1
rose 8.4 parcent to a rate of
900,000 in the West and 3.6 per-
cent to 1,45 million in the South.
They fell 1 percent to 1 million

d eco-
nomic growth and relatively low

. mortgago rates.

Single-family homies sold at
a 3.94 million annual rate last
month, up from a 3.86 million
rate in Decembdr, the National
Association of Realtors said

ny. .
“Warm temperatures and
low rates kept pnnplu’;n the
market,” said Russell K5Booth,
the Realtors’ president.

home sales totaled 4.08 million,
tho best in 18 years.
By region in January, szles

SLOOMFIELD T

For all of 1898, oxisting

in the Mid
to 590,000 in the Northenat,

The meodian price of hn
existing home was $120,600 last
month, up 5 percent from a year
earlicr. Thé median is the mid.
point, meaning half sold for
more and half for less,

By region, the median price
was $166,000 in the West, up 3.6
percent from a year ago;
$103,500 in the South, up 4.4
percent; $102,900 in the Mid-
west, up 6.2 percent, and
$141,600 in the Northeast, up
3.9 pereent.
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