Something good usually comes out of a difficult (in this case-Economic) situation,

In This Recession it’s Interest Rates
‘ by Steve Hyers

QOne of the things thal convinced
It may have the ability 1o become u
lunner a COUp%E} of doc ndm qqu

is d potenttally HUGE' i feare \nc 1§
the amounts of savings Thwd resul
“from chooszng a shorter-term tocn.

o CAs a newly minted ChiEC In Ihe
!9905 ‘and a loan officer for one of Iho
- mnajor. national banks with branches here in
- Jacksonville, | became well acguainied wilh
- the difference inthe amount of interest 1ok rmy
- cllends paid when they took different durcilions
E on loans. Though a loan with o shorlor larm
requires paying a larger monthly payinenl,
E the difference tn the amount of iInleres! paid
®-on loans con be, and usually is, significant. In
1992 | was in G position 1o apply the principats
Fleamed as a ChFC. My wife and ) had the
¥ good fortuneto buy oursecond hore and, fike
E most folks, we considered taking out ¢ 30 year
mortgage to minimize our monthly payment,
in addition o the towsr payrment, there was
L also the suggestion that home-buyers should
not be pre-occupied with armount of inferest
‘rafes they pay, as you deduct the intorest,
That Is true, bul the deduction applles ONLY
d fo the extent of vour tox-bracket (consult
your CPA for your particutar circumsrances).
The amount you put down on your home is
alse paramount. in most cases, if you put at
least 20% down on your home, yvou shoutd
not have to pay primary mortgage insurance
{PMI) clso. As suggested by David Marovich,
(a1 Business Loan Officer at Florida Telco Credit
@l Union) in a recent conversation the injerest

rote and closing costs are also important,
B David cgrees that even theugh the fiming
of home-purchases are dictated many times
by persondal circumstances (i.e. — weddings,
divorces, additional kids in the family), the
idedlfime to foke out o loan is when interest
rates are on the lower end of the cycle - such

Idis sChools (ond of fate) preserving gas. Our
ew horne would be located just a motter of
few blocks from our previous home in San
arco.What we did different from many folks
though, Is fake out a 15 year morigage and
put o larger down-poyment on the purchase.
We had invested cnd saved over several
years and combined 1he it wilh proceeds fram
the sate of our provious wsldence o maoke

- 20% dow -

-poymen’r Interest ra’res fold tha’r,'
fime we're around 7% (ot that ime in history
a1 good rate). By making extra payrments we:
ended up paying off our mortgage in Sight
years, The fime-value of meoney principal |
allowed us fo save rhouscnds of dollars oh
orr foan.
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The polnl 15, Though 1he economy s
ditficult and the recession has been extended
(orimarily by the collapse of Fannie Mae and
Freddie Mac in this ex-bank-officers opinion),
interesi rales are still near an ailime: low, If you
are jusl slarting oul as an adull, ond have the
ability o de so. buying o home lfoday aliows
marny foiks (parlicularly with good credit) he
ability to 1ake out a 30 year mortgage of @
rate between 5% and 6% (Wall Strest Journai
8/6/09) al the lirne of the writing of this arficie.
If you can make the payment, a 15 year
mortgage with ot least 20% down (lo dvoid
PMI) is cvailable for even less. Morfgages
are most people’s largest obligation. If done
right, you can put yourself in position to do
other things - like opening your own business,
buying more capital-gains assefs (addifienai
real-estate and/or securities) that potentially
place you In ¢ belter financial position later iy
life. Even in this tough ecanomic en\.rlronmen’r :
there are reasons for ophrnnsm

The |nfcrmeﬂon In this arficle is, anendaci o5 general
inforrnation  conly " ond  specific - advice may-: be
different’ for individual circumstanices and’ situgtions.
To-defermine which morigage. (or Investimerits)| rnesy
be. appropricte for you of for mortgage; senvices in
genergi, consult a gualified loon officer of fingncial
aadvisor pricr fo making any decision. All perfornance

refarenced s historical and is no gucrchee Of- fmure.
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For more |nf0rmo’r|on on this subject or o’rher ncncu:ll
matters contact Steve Hyers, af Coprrcnl Dimenslons

} (904) 730-3877




