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Some see housing
bubble ending. Others
say trend no big deal.
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By Alpxsanmes Rorms
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MEW YORK — Hear that
hiss? That may be the somd of
pir starting to come out of the
housing bubhble.

Om Thursday a survey of
housing lenders showed that the
rate on Ayenr mortgages rose
above & percent for the first time
since March, While it's boumcad
above that psychologleally ime
partant threshold a few Himes in
the past year, anly to drop back,
analysts say this time the rats
loo¥s to be headed steadily
higher

For prospective homebuyers,
that means bidding adieu to
rates that hadn't been seen sinoe
the president was named Eisen-
hower amd Elvis' music was
first hifting the airwaves.

Scott Thomas, a San Antonio
mortgage beoker with Harbor
Finaneial Morigage, disagreed
that the good times are over, at
least through the remainder of
the year

The experts are divided, but some definitely
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“I'm still below 6 percent,”
Thomas said. *1 did two loans
today at 562 and one at 575
Now that is for A-paper con-
forming lpans.™

For elients with sirong credii,
rates below 6 percent will e
main available in the San Anto-
e area, Thomas said.

With Hurricane Katring, the
war in Iraq and an economy
shaky on several fronts, Thomas
said he doubted the povernment
would ket rates po up
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demand for housing, lower sales volume and lower price growth.

. Mortgage rates are

slowly trending up
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"We may have lo weed out
soaree people that traly don't be
long in mortgages,” he said,
"but housing is really stirmualat
ing the econtomy Even if we see
them go slightly over & peroet,
though, these are still recond
lows."

Same real eslale aponts ave
reporting a decline in demand.

“It i= going to definitely couse
more of a slowdeswn,™  said
Brenda Binczewskl, a Realtor at
Carlson GMAC Real Estate in
Palmer, Mass., who sabd she las
soen @ drop in business since
July and has not had multiple
affers for a home 0 three or
four months,

In raising the overnight bank
lending rate last month a quar-
ter peint to 175 percent, Federal
Besetve  policy makers  ex-
pressed their concerns about in-
flation. And earlier this weok,
meeting minutes from those Fod
afficials hinted at more mate in-
creases (o come.

These concerms have been no-
teed inm the broader financial
markets, especially the TS
Treasury sscurities  market,
where interest rates have rison
and tugeed mortgage rabes with
them,

According to Freddie Mae,
the U5 housing agency that
solls guaraniees for home loans,
this week's 6.03 percent average
for 3-vear mortgages is the sec-
omd-highest level of the wvean
Thirty-year rates were at G4
percent the weak of March 3,

“The most likely pattern is
for morgage rates (o gradoally
rise over time" =ajd Frank
Mothaft, chief @sconomist at
Freddie Mac He said that “will
translate into somewhat wealer

demand  for  howsing,  Iower
home sales volume, and lower
house price growth”

Freddie Mac's Nothaft said he
tloes mol expect o sharp deop in
home priees or Bone sales be
cause the rise in morgage rates
has been gradual, “It would be
different i we had a spike in
morigage rates,” e said,

Duncann  sabd some  home
buyers may resort to adjusiable
rate mortgages, which initially
have Jower borrowing costs.

“As fixed rates rise, ARMs
will become a bigger [acton”
safd Stephen LaDue, president
of Afliliated Mortgnge of Wk
watosa, Wis, “The rate of in-
crease in home values will slow
or will start &0 stagnate.” le
said.

But that holds risks down the
road for buyers. In its survey
Frededie Moae found that adjusta-
ble-rate morigages, which are
linked o onevear Treasury
rites, werd affered at 485 per
cant this wesk, up from 4.77 per-
cent m week ago and 401 por-
citl 12 months ago, Further in-
ferest rate imereazes by the

Federal Reserve probahly seould
push ARM rates even higher
analysts sald.

At the same time, a few con-
sumers prospecting for propers
ties — especially those proegual-
fied by lenders — may be
spurred into action by the ris
ing rates.

“People may start buying be
fore it poes up any more,” Bine
zewskl said. “They would make
offers because they have rabe
locks. Now with rates increas
ing. thoy won't want to lose rabe
locks.™

Express-News Business Weifor
Adolfo Pespuera contributed to
this report.
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