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Low Rates Provide a Surprising Gift to Homeowners and Homebuyers

Economic Troubles Abroad and Concerns at Home Cause Bonas to Rally Leading to Lower Mortgage Rates

After the Federal government ended its
program of purchasing $1.25 Trillion in
mortgage-backed securities on March
31, 2010 to keep mortgage rates artifi-
cially low, mortgage rates were poised
to rise modestly.

However, interestingly and from a
homeowner/homebuyer perspective
“thankfully”, a mix of tough economic
news emerging from Europe caused
by Greece’s inability to pay of it's
debts, concerns spreading to Spain
and Portugal, to a military standoff in
Korea, and stock market jitters in the
United States have caused tremendous
uncertainly with investors.

Investors worldwide have reacted
by moving their funds from stocks to
the safe haven of lower risk U. S.
Treasury bonds. Treasury bonds and
mortgage bonds have a close link. As
Treasury bond prices have moved
higher, their yields have dropped, help-
ing mortgage rates drop lower.

But that situation is not expected to
last. If Europe’s woes subside and the
U.S. economic recovery stays on track,
rates are likely to move higher, as has
been anticipated.

Bay Area Real Estate Market Trends

Home sales were down by 1.90% year-over-year as of March 2010, while median home values increased by
21.70%. Compared to March 2010, sales were up 0.2% while median home prices were down 2.6%. Prior to the
cutrent period’s decline, median home prices had risen on a year-over-year basis for seven straight months

Action Steps for Homeowners:

30-yr Fixed Mortgages

Any homeowner with either a mort-
gage in the mid-5% range or an ad-
justable rate mortgage (ARM) should
consider a refinance. Speak with your
mortgage professional for your specific
rate quote. A rate of 5% or lower is
available, assuming that you meet
loan qualification guidelines. An oppor-
tunity this good might not come again.

20-year, 15 year or 10-year Fixed
Mortgages

If you currently have a 30-year fixed
mortgage, consider any of the 20-year
15-year or 10-year fixed mortgage
options. The rates on a 15-year fixed
loan can be lower by .0.250% to
0.500%. While rates on a 10-year
fixed are even lower, currently close to
4%. Although your monthly payment
will be 30%-40% higher on a either of
the options than a 30-year fixed loan,
you are accelerating your loan payoff
and saving yourself tens of thousands
in interest charges. Many homeowners
are currently taking advantage of this
opportunity.

Cash-Out Loans

Alternatively, if you are considering
on taking advantage of the low home
values and buying additional property
you might cash-out on your current
home on a historically low rate and
use the funds for your new purchase.
An important note: It is advisable to
keep your loan amount at or less
than $417,000 to secure the best rate
on a cash-out loan.

Action Steps for Homebuyers:

Keep in mind your plans on living in
or owning your new home. If you plan
on staying in your home for more
than 5-7 years, a 30-year fixed mort-
gage is highly advisable. Rates this
low are not likely to come back again.
Securing your mortgage on a low rate

is prudent. However, if you plan on
moving in the near future, you might
consider the lower rates on 3-year, 5-
year or 7-year ARMs.

ARMs are tied to an index, the
most popular being the 12-month
London Interbank Offering Rate or
Libor, currently at less than 1%.
Rates on ARMs are at historic lows
also. For example, a 5-year ARM
with a loan amount of $400,000 can
have a rate less than 3.5%.

It is highly advisable to work with
your trusted mortgage advisor to help
you with your particular rate scenario.
Also, ask them for payment scenarios
on other loan options to see if they
make prudent sense for you. Make
sure you take advantage of these all
time low rates.

Happy Memorial Day Weekend

Wishing you all a wonderful and safe Memorial Day week-
end. A special thank you and a salute to our amazing men
and women in uniform! The great Sir Winston Churchill,
who when speaking about servicemen and women, said it
best: "Never in the field of human conflict was so much

owed by so many to so few."

21,

Alameda 1457
Contra Costa 1,699
Marin 174
Napa 99
Santa Clara 1,606
San Francisco 402
San Mateo 444
Solano 717
Sonoma 541
Bay Area 7,139

Percent Median Median Percent

Change Apri-09 Apr-10 Change

1319 -9.50%  $289,197 $350,000 21.00%
1,635 -3.80%  $225,000 $273,000 21.30%
245 40.80%  $585,000 $659,000 12.60%
104 5.10%  $315,000 $335,000 6.30%
1,656 3.10%  $405,000 $489,000 20.70%
428 6.50%  $628,500 $692,500 10.20%
556 25.20%  $520,000 $580,000 11.50%
591 -17.60%  $180,000 $202,000 12.20%
469  -13.30%  $290,000 $318,000 9.70%
7,003 -1.90%  $304,000 $370,000 21.70%
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By The Numbers

Bay Area Housing

11.1 - % of Bay Area purchase
loans last month that were Adjust-
able Rate Mortgages (ARMs). That
is a fraction of the monthly ARMs
average of nearly 50% since 2000.

31.6 - % of home loans last month
that were greater than $417,000.
Loans above $417,000 made up
nearly 60% of all Bay Area home
purchase loans before the credit
crunch hit in August 2007.

44.4 - % by which current median
home price is below the peak of
median home prices of June and
July 2007 of $665,000.

368 - Newly built homes that
closed escrow in April. The figure
marked the lowest new-home total
for that month since April ‘93, when
342 sold.

1,607 - The typical monthly mort-
gage payment that Bay Area buy-
ers committed themselves to pay-
ing last month, down from $1,626
the previous month, and up from
$1,277 a year ago.

Source: DQNews.com
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