The Impact of Interest Rates

We hear about interest rates on the news frequently, they spent much of 2009 under 5%, which is incredible
when it comes to savings for those who have mortgages. The chart below shows historical rates since
1972-2009. The annual average is down 1% from 2008 to 2009.

One percentage point may not seem to be a big dgaH@MN Thonth-to-month; however, the overall interest
paid is quite noteworthy. For example, a 30 year loan on a $100,000 home at 5.0% equals a monthly

principal and interest payment around 6%2 t thly principal and interest payment is around
$600. The $63 per month adds up to aﬁ?@i?rla , ?Zabr\;?;é-ri%rg )?'e%'r%rgo-'r $27,216 over the life of the loan!

Imagine what the savings are with more than a percentage point in savings.
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It may be a 1% difference in your rate that could help you save every month or it could be as little as .5%.
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How Long Will Interest Rates Stay Around 5%?

Not too long, industry leaders predict! According to the article “How to Play the Fed Card” by Gibran
Nicholas in the November 2009 Minnesota Mortgage Professional Magazine, most lenders expect
mortgage interest rates will be between 6.5% to 7% by year end.

The United States has enjoyed record low mortgage rates for the past year due to the Federal Reserve’s
unprecedented intervention in the mortgage markets. Since January 2009, the fed has purchased nearly
$1 trillion in mortgage-backed securities. There is another $250 billion allocated to mortgage-backed
securities that will terminate the first quarter 2010. The intervention of $1.25 trillion in buying down
mortgages dropped the interest rate by one full point in 2009.

Why should you buy now? If you purchase a home today at 4.5% interest versus in 12 months from now
when rates are expected to be a minimum of 6% (30 year mortgage assumed) see the chart below the
costs difference to you on a monthly basis as well as the life of the loan.

Today at 4.5% | 12 months from now at 6%
Purchase price $250,000 $250,000

20% down payment $20,000 $20,000
Mortgage Balance $200,000 $200,000
Monthly Mortgage Payment $1,013 $1,199

Monthly Savings $186
Interest Paid over 5 years $43,118 $58,055
Interest Paid over 10 years $81,783 $111,264
Interest Paid over 30 years $164,813 $237,676

Taking advantage of the Fed’s $1.25 trillion mortgage rate subsidy, in this example, would save a buyer
$66,000 over the life of the mortgage.

If you hurry, you may be able to take advantage of the $8,000 first-time home buyer tax credit or the
$6,500 existing homeowner tax credit. Call us for more details.

Find out today’s interest rates
www.ParkCompanyMortgage.com




