RealityCheck

A Look at 30-Year Fixed Rate Mortgages Since 1971

We've all seen the headlines. “Rates on 30-year mortgages drop back
below 6%.” “Lower rates help sell houses, but market faces broader
ills.” “Mortgage Applications Surge with Large Drop in Rates in Latest
MBA Weekly Survey” But what do changes in rates really do for your
personal purchasing power and how low is “low” when it comes to
today’s rates?

To answer these questions, we turned to the experts including Coldwell
Banker Home Loans and Freddie Mac.

An Historical Perspective

To give you a better perspective as to how low mortgage rates currently
are, we turned to Freddie Mac, a shareholder-owned corporation
developed by the United States Congress in 1970. The mission of the
organization is to provide homeowners and renters with lower housing
costs and better access to home financing.

On the back of this page you will find a chart which includes the monthly
average commitment rate and points on 30-year fixed rate mortgages
since 1971.

A few of the key highlights:
* As of January, 2009, we are averaging a 5.05 percent commitment rate
on 30-year fixed rate mortgages
*To put it in perspective, in October 1981, interest rates reached their
highest point, averaging 18.45 percent; more than three times today’s
current rate
* Though rates eventually came down, they did remain at double digit
numbers for most of the 1980s and into 1990 (nearly a decade)
* At today’s rate of around 5.05 percent, rates are the lowest they’'ve
been in Freddie Mac’s record which dates back to 1971
* Historically speaking, rates have moved relatively slow and consistent
through the years though there have been some notable peaks. Among
them:
o Since 2000, mortgage rates have remained relatively low with a
peak of 8.52 percent in May 2000 to the January 2009 low of 5.05
percent
o But to put it into perspective of how fast things can change, in
January 1979, rates were at 10.39 percent. Just over two years
later, rates reached their peak of 18.45 percent in October 1981.
During this period, rates rose dramatically, and at one point jumped
almost two percentage points in just 30 days.

How Do Mortgage Rate Changes Affect My Purchasing
Power?

But how do changes in interest rates affect my personal purchasing
power? While each person’s situation is different, we turned to mortgage
banker and broker Coldwell Banker Home Loans to put together three
different scenarios that would help you understand how even the slightest
change in interest rates can dramatically improve (or hinder) your
purchasing power. Here’s what Coldwell Banker Home Loans reported,
based on loan amounts of $300,000, $500,000 and $700,000:

Loan Amount $300,000 $300,000 Difference
Interest Rate 5% 5.25% 0.25%
Monthly Payment $1,610.46 $1,656.61 $46.15
Total Paid Over Life of Loan | $579,765.60 $596,379.60 $16,614
Loan Amount $500,000 $500,000 Difference
Interest Rate 5.25% 5.50% 0.25%
Monthly Payment $2,761.02 $2,838.95 $77.93
Total Paid Over Life of Loan | $993,967.20 | $1,022,022.00 $28,054.80
Loan Amount $700,000 $700,000 Difference
Interest Rate 5.25% 5.50% 0.25%
Monthly Payment $3,865.43 $3.974.52 $109.09
Total Paid Over Life of Loan |$1,391,554.80 | $1,430,827.20 $39,272.40

As you can seg, in this example, even by a 1/4 percent increase in a 30-
year fixed mortgage rate on a $500,000 loan,a consumer would increase
his/her monthly payment by $77.93. More importantly, over the life
of the loan, the consumer would pay an additional $28,054.80.

The bottom line is that with interest rates remaining at historic lows,
this increases an individual’s purchasing power and makes the mortgage
payment more manageable. All of this is leading up to a very strong
market for buyers.

| am providing you with this information so that you can make an
informed decision about the current market. In the last 30 years we've
seen very few opportunities in which buyers can prevail and now truly
may be the time. If you'd like to discuss your opportunities in relation
to the current real estate market, please contact me today.
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LINDA PINKUL
COLDWELL

BANKER O Coldwell Banker Office
303.956.4068
lindapinkul@wispertel.net (email)
www.LindaPinkul.com (web site)

RESIDENTIAL BROKERAGE

'2009 Coldwell Banker Real Estate LLC. All Rights Reserved. Coldwell Banker® is a registered trademark
licensed to Coldwell Banker Real Estate LLC. An Ec1ua| Opportunity Company. Equal Housing Opportunity.
Each Coldwell Banker Residential Brokerage Office Is Owned And Operated by NRT LLC.
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