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Aslong as you haven't been living in a
cave the past couple years you've
heard economists or news anchors

It's like home buyers today are
suffering from post-traumatic
stress disorder.

The housing crash, foreclosure
crisis and banking scandals
have all combined to make
buyers more sensitive than
ever before.

That's why even the slightest
fluctuation in mortgage interest
rates have huge emotional
power today.

Bottom line is (and rightfully so)
people get fearful of what the
higher payments might mean to
them but they don’t' realize
how minimal the actual differ-
ence in payment might be.

saying something along the lines of

how bad the US Housing Market has
been performing and how home
prices have dropped dramatically,

etc.

We have all heard it haven't we? And
from a national level, I don’t dispute any
of this, they’re right.

My issue is how much of this national
news effects our local real estate econ-
omy and more importantly, how much of
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And to prove to you what I'm
saying, let me show you some
examples—on a typical
$125,000 Indiana home with a
buyer putting 10% down, take
a look at the principal and in-
terest payment differences
with each interest rate...

* 4.25% - $553.43
* 4.315% - $561.170
* 4.5%-$570.02

* 4.75% - $586.85

So the difference between
4.25% and 4.75% is just over
$33 a month and keep in mind
that difference is mainly inter-

est which is tax deductible. So,
someone paying an extra $33 a
month in interest who is in a 25%
tax bracket is really only paying
an extra $25 a month after the
tax write off of the extra interest.

Buyers—are you going to let $33
a month keep you from buying
that home you love? I hope not.

And even if rates go up a whole
percentage point...we're still
only talking less than $70 a
month, for even a full percent-
age point increase (5.25% =
$621.23)!!

fects them quite a bit. IfI didn't have
anywhere to get local real estate
figures or have a trusted source of

the info, I would trust Matt Lauer or

it influences our local consumers/home

buyers and sellers?

And, as a whole, they are right. The

US Housing Market is down and fore-

closures are at record levels.

I think the answer, unfortunately is it af-

Bill O’Reilly or Anderson Cooper’s
research to let me know what is go-
ing on in the world.

The good news is, I have the local

figures and they are quite different

from the national figures—Cont bn

Pg 4.
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As mortgage loan delinquen-
cies have continued to rise in
the past 3-4 years so too has the
private mortgage insurance
(PMI) that goes along with the
majority of those loans.

Just to give you a quick update
on when PMI is required on a
mortgage loan, here is a quick
breakdown...

e Any FHA Loan with a 30 yr
term regardless of LTV (Loan
to Value) and any 15 yr FHA
loan with greater than 90%
LTV.

* Any Conventional Loan with
less than 20% down.

And these two products are
very popular in today’s lending
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thus making the majority of the mort-
gage loans originated in today’s market
require mortgage insurance. Because
of that, President Obama has signed the
bill extending Mtg insurance tax de-
ductibility thru Dec 31st, 2011.

Here are the details—

¢ The home must have been purchased
or refi’d between 1/1/07—Dec 31,
2011.

¢ Household income must be at or be-
low $100,000 for a full deduction of
premium

¢ The premium deduction is reduced
10% for each $1,000 of income over
$100,000.

* The premium deduction is prorated
in the first year based on the month
the loan closes.

* Monthly, annual, and single MI premi-
ums are eligible. Financed premium
deductions should be taken over a
seven year period.

Attention Buyers/Realtors—I have a
lender that we have recently aligned
with that does not require monthly mort-
gage insurance on any transaction. So if
you are looking at buying a home and
are putting less than 20% down, you
need to call me to price out your loan
with this lender. PMI is more expensive
today and harder to get approvals on in
this market...we need to take advantage
of this opportunity to get into your home
with less than 20% down and not have
any monthly mortgage insurance. Call
me to get the details to see if this loan is
right for you!

Mortgage Rates Are In Your Head (cont...)

Obviously big cities or in-demand hous-

ing markets, where home prices are far
higher than the Indiana average, will
see bigger jumps in their monthly pay-
ments, but if they're able to afford the
higher priced home, the change in
monthly payment would likely be com-
parable in its impact on their overall
budget.

So why, then, do mortgage purchase
applications fall every time rates go up
slightly and the opposite when they go
down??

The answer is that rates are largely
emotional and its our job as real estate
professionals to help our clients take
emotion out of the equation and look at
the numbers.

Home buyers seem to ignore what
they can afford and focus instead on
what they think they somehow de-
serve in today's badly beaten market.

Instead of focusing on “what's my pay-
ment going to be”, they see that their
friend got 4.25% and they want that
same rate and 4.5 isn't 4.25 and they
think 'that's not good enough....I have
seen this happen more than once. I
whole heartedly agree...only buy a
home you can afford, but don’t let the
emotion of a .25 higher rate get in the
way of what is still most likely a good
financial decision to purchase a home.

If you want to talk numbers on home

ownership vs. renting, lets schedule
an appt to talk, but don’t let this
“negative rate talk ” in the media dis-
courage you from buying a new
home especially if its only $33 a
month!

MORTGACGE APPLICATIONS VS. INTEREST RATES
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6 Steps to Improve Your Credit Score

It’s 2011 and I have the perfect
New Years Resolution for YOU!!

Get that Credit Score UP to 700!
It will help you in many aspects
of your life, for instance...

The chart below breaks down what
goes into your credit scoring. As you
can see, payment history is the #1
cause in determining your credit
score. So pay your bills on time.

quency. So set up payment reminders or
have payments automatically deducted
by a certain date.

3. Focus on paying off credit cards vs.
other debt.

* Lower Mortgage Rates
* Employment Opportunities
* Lower Insurance Premiums

¢ Better Car Loans

Are you ready to embark on
your quest to get that 700+
FICO Score?

Lets do it....and here’s how. 10%

You'll have to start by getting
your exact score by shelling
out $16 at myfico.com.

You actually have three credit
scores, one for each of the

Typas of credit used

l‘JHAT GOES INTO YOUR FICO SCORE

Amounts owed
30%

Payment histary
36%

18%

New cradit
10%

Length of credi! histary

Whittling down revolving debt will
do a lot more for your score than
erasing installment loans. Paying off a
$250,000 mortgage when your score
is already high will boost it by only
five or 10 points, says Watts. But wip-
ing away a few thousand bucks on
plastic can add 100 points.

4. Stay under the magic 10%.

Just paying credit card balances off
every cycle doesn't mean you have a
0% utilization; issuers report the total
amount you charge each month to the
bureaus. That suggests you should
use credit cards sparingly, says
Watts. Aim to spend no more than

.1 $2,000 on a $20,000 line; and put

three major credit bureaus: Equi-
fax, Experian, and TransUnion.
Mortgage lenders (like me) pull
all three.

Though based on the same
model, these scores can differ --
typically by no more than 15 to
20 points, says FICO spokesman
Crag Watts -- depending on how
lenders report to the bureaus
and how the bureaus include that
information in the report.

Scores change whenever your
creditors report new information
-- like your credit card balance --
so if you're in the market for a
mortgage loan, start monitoring
your number 6 to 12 months be-
forehand.

In addition to the obvious, follow
these steps and you should see an
increase in your FICO Score.

1. Stay on top of your credit reports.

You're entitled to one free copy per
year from each bureau. Get 'em at
annualcreditreport.com, and look for
misreported delinquencies, over-
reported loan amounts, and underre-
ported credit limits. Request correc-
tions from the bureau in writing.

2. Pay bills within the grace pe-
riod.

Lenders report tardiness to the bu-
reaus once you're 30 days past due; if
your score started at 780, it can go
down to 680 after just one delin-

cards on ice a few months before ap-
plying for a loan.

5. Have a favorite credit card. The
FICO model penalizes you for having
multiple balances, so limit the bulk of
your spending to one card. That said,
issuers are closing inactive lines, which
can hurt your utilization ratio. So make
small charges to your other cards every
three months or so.

6. Ask FICO what else will work for
you. FICO offers a free Score Simulator
tool to those who buy scores on my-
fico.com, and this allows you to see how
your score would respond to certain ac-
tions, such as paying down debt or even
taking on new loans.

Even if you're not in the market to buy a
home right now, start doing these things
so that when you are, you can be eligi-
ble for the best rates/terms out there!
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National Housing Market vs. Our Local Mkt

Before I get into our local real estate fig-
ures....take a look at this excerpt from an
article from “The Truth About the US Hous-
ing Market” by Leith van Onselen—

“ As bad as last week's housing data was, the
20 cities that comprise the Case-Shiller Com-
posite Index are not representative of the
entire United States housing market. In fact,
the United States housing bubble/bust was
confined to only a minority of cities. To illus-
trate this point, first consider the below chart
(courtesy of Carpe Diem), which compares
the 10-City Case-Shiller Composite Index
against the FHFA House Price Index based on
50 states:

House Price Indexes:
Case-Shiller vs. FHFA
1987:Q1 to 2010:Q3
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As you can see, the United States hous-
ing bubble/bust was confined, to a
large extent, to the 10 cities making up
the Case-Shiller 10-City Composite In-
dex: Boston, Chicago, Denver, Las Ve-
gas, Los Angeles, Miami, New York
City, San Diego, San Francisco, and
Washington, D.C.

So what this chart and article is saying
is that when those national news or-
ganizations are reporting their news,
they are only taking into consideration
the 10 cities that make up the Case-
Shiller 10 city composite index.

And what does that do to our local con-
sumer? It discourages them by bom-
barding them with the negative news
regarding the housing mar-
ket...period. They don’t see how our
local market is drastically different
than the rest of the county.

Let me show you some actual figures
to show you what I mean—

In 2007 the median sold price in our
Evansville Market was $113,500. The
average sold price compared to the
list price of the home was 96.37%. So
what that is saying is if I listed my
home for $100,000 in 2007, it would
sell for $96,370 on average.

LI

Motivational Quote...

The trouble with most of us is that we
would rather be ruined by praise than
saved by criticism.

- Norman V Peale

And Just One for Fun...

An optimist stays up until midnight to
see the New Year in. A pessimist stays
up to make sure the old year leaves.

- Bill Vaughan

In 2008—average sold price =
$110,000 (3% decrease compared to
2007) and average sold vs list price
was 95.48%.

In 2009—average sold price=
$109,000 (4% decrease compared to
2007) and average sold vs list price
was 95.16%.

In 2010—average sold price=
$115,000 (1% increase compared to
2007) and average sold vs list price
was 95.27%.

So what does this all mean? IT MEANS
THAT YOU NEED LOCAL INFORMA-
TION TO MAKE PERSONAL DECI-
SIONS REGARDING YOUR PERSONAL
SITUATION. Our local numbers
aren't anywhere close to the na-

tional figures! 2010, in a buyers mar-
ket mind you, the average price of
home sold in Evansville increase com-
pared to 2007 and sellers are still net-
ting over 95% of their list price for
their homes! SO...do me this favor—
align yourself with a small group of
local real estate pro’s and ask them
about our market if you are thinking
about buying or selling. Don’t listen
to the national media to help you
make personal decisions!
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LEGAL DISCLAIMER: Content provided is sourced from blogs, websites and third party sources. It is not completely
authored by Aaron Cashmer or any employee, officer or party of Mortgage Masters of Indiana. Mortgage Masters of
Indiana does not endorse, represent, or warrant that the information contained here can be utilized in conjunction with
making a sound financial decision, purchase of a financial investment product or act as a recommendation for any
specific financial strategy. Information is provided solely as a service for interested parties and cannot be validated as
accurate, timely, or actionable. Mortgage Masters of Indiana can not be held liable for content, inaccuracy, or unverifi-

able content.

Morigage Masters of Indiana, Inc. is an Evansville
based morigage bank specializing in home purchases
and refinance transactions. In our nearly 10 years of
operation, we have served thousands of individuals
and families, enabling the dream of home ownership
and providing mortgage products that are a key com-
ponent of their financial planning activities. We offer a
variety of products that meet the needs of nearly any
homeowner as well as providing unmatched sewice
that makes the loan process a pleasing one for all par-

ties.
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I have been in the Mortgage Industry
since 2002 where I began my career,
while a junior at Purdue University,
with an Internship at Household Fi-
nance as a RE Underwriter for the
Northeast and Midwest areas of
Household’s Branch Network.

Upon my graduation from Purdue, I
moved to Evansville, Indiana to marry
my college sweetheart, Carrie and
started my career with American Gen-
eral Finance in their Mortgage Opera-
tions Dept. I spent 3 yrs as a Loan
Originator there and was then pro-
moted to a Team Lead in 2006.

In my 5+ years on the Origination side

of the Mortgage Industry, I have origi-
nated over $90 million in volume and
assisted more than 450 clients in real-
izing savings through refinance trans-
actions as well as helping numerous
families realize the dream of home
ownership.

I currently reside in Evansville with
my wife Carrie and two kids, Kate (4)
and Carson (2). Oh yeah and our dog
Otis, how could I forget!

I enjoy all sports, especially football
(NFL, NCAA and fantasy football), bas-
ketball and golf and love the Chicago
Bears and Chicago Cubs.




