Real
trouble
in real
estate

Adjustable-rate
mortgages are about to
blast through the roof.
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Local morigags broleérs hove a
warning [or  people  alveady
shugmling to make thelr adiusta
blerate mortgage paviments: Get
out of them now

Adjustable-rate mortgages nod-
mally start at a Jower rate than
the traditonal 3vear fixed-rate
morigages, and are periodically
adjusted to reflect current {nber-
sl males — oand there are hun-
dreds of different types,

But for many people who
bought a home thres years ago
during the low rate trend, this
might be the first big rate adjust.
ment, and it's a doozy

For those who had boen poy-
ing about 4 percent intersst, the
rmtes coukl jump to 83 percent
or 9.5 percent when the rates re-
sat

"I's going 1o double the Pay-
ment,” said Lance Bryce, branch
manager  with  Countrwide
Home Loans in San Antondo.
“They could literally zee their

¥ double this year"

And that's just (e first adjust-
saseil

The increaszes are happeriing

see ADIUSTABLETA,

Adjustable rate mortgage holders are in for a blg shock
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i part hecausze the Foderal Re
zarve hins rajsel shormterm -
tepest rates 16 straightl thmes
sinee June Mk,

While mapy  adjustablerate
martgages, known as ARMs, eap
increpses al 2 poresniage poinis
por vear, others — especinlly
those sobd b0 lowerineome
buyers who dont have strong
eredit — do not.

And therein Lies the polential
ilisnster

ARMs have beon espoechilly ol
teactive 1o lower-ineome home
yers who otherwise may nol
have been able io afford o mar
gage poovinend. Doring the peak
of the boam when rates were al-
riguly ot their Wwest, buyers
wiere able to et an even desper
rate reduction by choozing ap
AT

Doubling thelr morfgage costs
ninae conaled devastale these oo
owners, o sy nothing of what
they might cooowter i they
amay in thair ARMs and face sl
ditional mie boosts,

"They're going do b Iosing
thair homwes," sabld Seostt ‘Thore

Murtgaga rates

Ronthly aversge rate on a 30-yoar
Fixecd-rate mortgage
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as, owner of Harbor Financial
Mortgage In San Antonie. 1
think a kot of these people were
=0 happy o gel into o mortgngs
thent  thwy bt o ddea wihat

The rise in interest rates s
drivirg up The monthly cost of
owmning a home. Using 4
$131,900 home — San Anmtonio’s
miedian price — hore & 1he
monthly mortgage cost based on
various interest rates:

I-YEAR AIXED-RATE MORTGAGE

® 5.89 percent {last April's
average) — $781.50

kind of repercussions this will
have.”

Last year, 9.1 percenl of San
Antarts home buvers chose an
ARM, according to LoomPer-
formance, & real estale analysis
firm. That's the highest raie in
six years, am! up considerably
Moo B parcent in 2004

Dryvee said the most oommon
dadjusiablerate morigages reset
nfter one or theee yvears. That
means many San Antonians will
{fmoe an increase this vear if they
bought their home n 2005 o in
W when rabes were At hedr
PR

While ARMz were designed

= 5.49 percent (Last week's
average) — $832.33

B 7.0 percent — S877.53
m 75 pereant — $922.26
ADJUSTARLE-RATE MORTGAGE

4.0 percent — §629.71
85 percent — $1,014.20
9.5 percent — $1,109.09

Senree: Bank ritg (o

for shorttem buvers, Bryoe
said many people hove used the
lower infroductory rates #s a
way to buy a hovse for the fArsi
time.

"The R[iustrating thing s
many of those have been usil to
gel people into more housa than
they ean afford,” he zaid

Thoimas said  people who
kivow thint ihweir rales will rige
shantldl refinance if they can.

Bacase some loans cmty a
large penalty fior refinaneing or
don't allow refinancing, sume
people’s best option may be o
gell their home iF they can't af
ford thw highor rates, e said

Tha adjusiable-rale morigape
has Leen growing in populackty
neross Texas, where 11.3 percent
of home buyers chose an ARM
list year, acconding to LaoanPer-
formanee, ARMs have been es
pecially popudar  in Austin,
where hoine prices arg the high-
ezt in the stale and 22 percent of
buyers in 2005 chose an ARM.”

“It's tied directly to housing
prices,” zaid Bob Visini, vice
president of marketing for Loan-
Porformance, “The higher the
housing price, the higher tha in-
cidence of these types of lnans.”

PBut home prices we on the
rige in Ban Antonio along with
home mortgage rates, just as the
residential read esiale market
enlers its busiest time of the
yoan

In the first quiarter of the yeor,
medion  bome prices  reached
3131900, a 9 perceni increase
over the Mirst quarier of 2005,

Averoge  interest rales rose
last week to 68 percent on a 30-
vear fixed-rate morigage, accond-
ing o Freddie Mac, the nalions
sacond-larpest mortmage lender
That's up from an averape 509
paroent ot this time Inst voar,

il's the highest average
sh'rnu July 2002

Thomas expects rates o rise
to 7 peroent soon and 7.5 peroent
within the year Those rales siill
are historieally low across the
eI

Mortgage brokers don't expect
the rate increase. fo: slow San
Antonio’s housing market boom.

Bryee spid short-ferm buvers
— thosé who expect to live in s
house less than five years — are
the only ones who should con-
sider ARMs. Most Americans
live in (heir homes longer than
five venrs,

Prank Dunn, owner of Gene-
sig Morigage Co., said the only
customers to whom he nvight
recommend an ARM are in the
milifary Duann said those buyers
can copsider a Aveyear adjusta-
ble, which kesps the same low
interest rate for five years bafore
resoliing af a higher laval,

“By the time it would adjust,
they'd be gone,” he sail. “Per-
sopally | woukl pever do an
ARML I'm scaved of it foe my
clistomers."”
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