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The Myth about Mortgage Rates

By Al Sandi
As a long time local mortgage
professional, the two questions
I have been asked the most by Lam-
orinda residents over the years are
“What is the interest rate?”” and “Will
the rates go up or down?” I would
like to take this opportunity to an-
swer these questions for all of you.

Interest rates are determined
on a case-by-case basis depending
on each individual’s credit, income,
employment, reserves, equity and
type of loan required. People have a
tendency to compare rates. How-
ever, rates can still be different even
for similar loans that are established
around the same time. This is due to
the fact that rates change every
day—possibly even two to three
times a day.

Will rates go up or down? The
correct answer is that no one knows.
There are a lot of predictions, but it’s
like the stock market--a guessing
game. It’s important to know that
mortgage rates are tied to the treas-
ury bond market. If there is a good
demand for bonds, the rates will go
down. There are so many factors af-
fecting the bond market and the
most significant impact is based on
inflation and unemployment. The
bond market doesn’t respond well to
inflation. If inflation goes up, inter-

est rates go up. It’s a different story
when it comes to unemployment.
High unemployment means lower
mortgage rates. Overall if the econ-
omy is slow and things are negative,
mortgage rates will go down.

Pay attention to the important de-
tails and secure the best rate;

1) Make sure you receive a Good
Faith Estimate in writing that clearly
shows all the fees including the
amount of compensation going to
the loan agent. Please note you have
less of a chance of seeing this num-
ber from retail banks because they
are not required to disclose the re-
bate. The main difference in work-
ing with a broker versus retail bank
is that with an established broker
you will have access to rates from a
large number of various lenders in-
cluding those from your banks
wholesale division.

2) Ask the loan agent what his/her fee
will be and how it will be paid. Most
of the time agents are paid by lenders
when their clients take a certain rate.
This payment is called “Yield Spread
Premium” and is mostly advertised
as a “No Point” loan. If the lender
compensation to the broker is good
enough to pay the client’s closing
costs and still make a reasonable
profit, then these loans can become

You’ve got a family doctor and a family attorney.

the “No Cost/No Point” loans that
you hear about on the radio.

3) Another alternative is that brokers
and banks can be paid directly from
a client by providing a par or below
market rate (lower rate with no
lender/investor compensation and
borrower pays the agreed fee to the
broker through escrow). This type of
arrangement may become more fi-
nancially beneficial to you if you are
considering a long term fixed loan.
4) Be careful not to be a victim of
“pocket lock.” This means that
when the rate goes down lower than
your target rate, the agent locks the
rate you agreed on and receives ad-
ditional compensation without pass-
ing the benefit to you.

5) Paying your taxes and insurance
with your mortgage payment as an
impound account may lower your
rate. Also shorter term rate locks may
help you to get a better rate such as
15 days lock versus 30 days. Your
loan needs to already be approved.
6) Always ask for a loan comparison
sheet that clearly shows and com-
pares all your options next to each
other. That way you will know if it
makes sense to pay points for a
lower rate.

The reasons that I have out-
lined above demonstrate why it is
very important to work with a mort-
gage professional who has a good
reputation and will disclose all costs
to you up front. We tell our clients
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Lamorinda Home Sales continued
. WS "% | LAFAYETTE Last reported: 7
SOLD # ¥, LOWEST AMOUNT: $355,000
s AT HIGHEST AMOUNT: $3,333,500
"i "” MORAGA Last reported: 1
,,:.*"E LOWEST AMOUNT: $1,070,000
HIGHEST AMOUNT: $1,070,000
ORINDA Last reported: 10
LOWEST AMOUNT: $384,500
HIGHEST AMOUNT: $2,350,000

Home sales are compiled by Cal REsource, an Oakland real estate information ~ weeks after such recording. This information is obtained from public county
company. Sale prices are computed from the county transfer tax information records and is provided to us by California REsource.
shown on the deeds that record at close of escrow and are published five to eight  Neither Cal REsource nor this publication are liable for errors or omissions.

LAFAYETTE
1200 Cambridge Drive, $1,075,000, 5 Bdrms, 2572 SqFt, 1960 YrBIt, 8-11-09
4136 Canyon Road, $3,333,500, 5 Bdrms, 6489 SqFt, 2005 YrBlt, 8-7-09
18 Hidden Valley Road, $1,200,000, 4 Bdrms, 2811 SqFt, 1947 YrBIt, 7-29-09
3781 Highland Road, $1,110,000, 3 Bdrms, 2699 SqFt, 2000 YrBlt, 8-13-09
3270 Marlene Drive, $355,000, 3 Bdrms, 1160 SqFt, 1972 YrBlt, 8-11-09
81072 Via Alta, $900,000, 4 Bdrms, 1867 SqFt, 1969 YrBlt, 7-30-09
21 Moraga Road, $782,000, 3 Bdrms, 2017 SqFt, 1950 YrBIt, 8-12-09
MORAGA
100 Whitethorne Drive, $1,070,000, 4 Bdrms, 3054 SqFt, 1966 YrBlt, 8-7-09
ORINDA
26 Claremont Avenue, $835,000, 4 Bdrms, 1488 SqFt, 1941 YrBIt, 8-13-09
2 Dolores Way, $384,500, 7-31-09
46 El Gavilan Road, $945,000, 5 Bdrms, 1363 SqFt, 1954 YrBlt, 8-13-09
33 Las Cascadas Road, $2,350,000, 5 Bdrms, 3633 SqFt, 1997 YrBIt, 8-7-09
29 Greenwood Court, $835,000, 3 Bdrms, 1750 SqFt, 1957 YrBlt, 7-29-09
19 Mariposa Lane, $900,000, 4 Bdrms, 1559 SqFt, 1948 YrBIt, 8-7-09
4 Nobi Lane, $1,400,000, 4 Bdrms, 3162 SqFt, 1984 YrBlt, 8-12-09
70 Orchard Road, $850,000, 3 Bdrms, 2333 SqFt, 1950 YrBIt, 8-13-09
47 Robert Road, $700,000, 3 Bdrms, 1481 SqFt, 1955 YrBIt, 8-7-09
57 Via Floreado, $1,862,500, 4 Bdrms, 2419 SqFt, 2007 YrBlIt, 8-13-09
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But do you have a personal mortgage consultant?
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from the beginning that for refinance
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CALL FOR YOUR COPY of Al’s free | | transactions our compensation scale . _
. " is set and simple based on good Valencia Road, Wachovia Mortgage, 07-31-09, $820,350, 1819 sf, 6 bd
special report, “How to Select MORAGA

credit for residential properties. For
conforming loan amounts up to
$417,000 is 1 point, for loan
amounts between $417,001 to
$625,000 is 0.750 of a point and any

a Personal Mortgage Consultant
and Why Having One is
Important to Your Future.”
Whether you're in the market

Carroll Drive, Wells Fargo Bank, 07-30-09, $987,716, 1646 sf, 3 bd
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for a home purchase or are in , ' .
need of refinancing, Al knows | | amount higher than $625.000is0.5 | | REFINISHING AND RESTORATION Download stories
what it takes to put it all point. There is a 0.250 of a point add « Slipcovers » Pillows » Window Cushions from

on for purchases. If they choose a
“No Point” loan, then lender pays us
the same amount. They have peace
of mind knowing that whatever hap-
pens with the market will be re-
flected exactly in their rates.

The bottom line is that most of
these loans are sold in the secondary
market to the investors. Many
homeowners believe that their retail
bank is their lender, but most of the
time that’s not the case. Banks will
just be handling the servicing of the
loan for an additional profit.

Now you know what’s going
on behind the scenes with regard to
mortgage rates. It’s your decision to
choose how much you are willing to
pay and if the cost should be built in
to the rate.
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Advantage Funding

Your satisfaction guaranteed!

Al Sanli
(925) 628-6200

al@advantagefunding.net
www.advantagefunding.net

Kurt Piper
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-
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34 year resident of Lamorinda
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FEDERAL TAX CREDITS! REBATES!

T 527552850
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With FEDERAL TAX CREDITS
AIR CONDITIONING & HEATING & FACTORY REBATE on Selected
“A Name You Can Trust”

High Efficiency Carrier® Systems*
3362 Dyer Dr. » Lafayette

925-283-1097

Lic#: 472759

Real Estate Broker — CA Dept. of Real Estate — License #01378482 @—

All Installations
& Service Done

By BILL, Owner
& JIM, Partner

Fe_-—-—----_-—-_-—-_—_—_——_——_——
I Heating / Air Conditioning !
' TUNE-UP SPECIAL '

89

Good on all makes and models.
Not Valid With Any Other Offers. Expires 11/15/2009

*Rebate savings range from S50 to $1200 depending on
equipment purchased. Offer expires 11/15/09. See dealer for

details. Federal Tax Credits of up to $1500 on qualifying Energy
Star equipment. See your tax advisor for qualifications. Must be

placed in service prior to 12/31/10. WAC. Additional rebates available Aﬁeérgzgs |
from PG&E. See Bill Ingraham Air Conditioning & Heating for details. Reg. $120. |

PLUS 10 YEAR PARTS & LABOR WARRANTY ON SELECTED Carrier® SYSTEMS

¢ FREE
System Estimates

925-283-1097

SERVING LAMORINDA FOR 29 YEARS

Commercial & Residential ®
Bonded & Insured o
Turn to the Experts.






