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ONoMIC growth should snap back strongly in the first

@ half of 2006, presenting continued opportunity for home-
%esma owners and homebuyers, according to projections by
Freddie Mac. Factors contributing to the growth rebound are:
government spending for national defense and hurricane recon-
struction, a pickup in net exports, a rebound in consumer
spending, and a continued “accommodative” monetary policy
from the Federal Reserve. Key opportunities and issues for
homeowners and homebuyers to watch in 2006 include:

HELOCS higher than Fixed

Look for higher rates for home-equity lines-of-credit
(HELOCS) and adjustable rate mortgages as higher federal
funds rate kick in. At the same time, economists expect that
fixed rate mortgages may rise slightly, but remain relatively low
throughout the year. The difference between the start rate for
ARMs and FRMs is about 0.9 percent in early 2006, and may
decline further as ARMs rise and FRMs remain steady.

Mortgage rates projected to rise slightly

Freddie Mac lowered its forecast for 30-year FRMs, expecting
them to rise slightly from the 6.23% average reported in
February to 6.3% in the fourth quarter. Freddie Mac also
adjusted downwards its projections for ARMs, expecting them
to rise slowly to about 5.3% by the end of the year.

Most will chose FRMs

While teaser rates on some ARMs may seem enticing in
2006, homeowners and homebuyers should consult with their
mortgage consultant to determine the best loan for specific
home financing needs. Economists expect that ARMs will actu-
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Economic outiook strong for homeowners and ho

ebuyes

ally be more expensive than FRMs for many homebuyers in
2006, which means that 30-year FRMs and hybrid loans will
make more economic sense for most consumers. Hybrid loans
are adjustable loans with initial fixed rates ranging from three
to ten years. The fixed term is typically below that of compara-
ble 30-year FRMs, Even with the closing gap between FRMs and
ARMs, economists project that approximately 25% of home-
buyers and homeowners will find that an ARM makes sense.

Market transitioning to buyer’s favor

With the spring selling season approaching, Wall Street
Journal reports that housing inventory is climbing sharply in
major markets around the nation, “shifting the balance of
power between buyers and sellers,” said Ruth Simon, Journal
reporter. The shifting market is great news for buyers, who can
enter the spring homebuying season armed with choice, low
rates, and prices that are rising at a slower pace. Add to that a
pre-approved mortgage and homebuyers can be well prepared
to grab the opportunities in today’s housing marlket.

Homeowners will continue to see strong appreciation

Home values will continue growing, though at a slower pace
than in recent years. Low mortgage rates could push home
sales to the second best year on record, according to Freddie
Mac; nonetheless, economists are forecasting national average
home price growth at 7.9% for 2006, down from the sizzling
averages of 2004 and 2005, which both topped 12%.

To find out how you can leverage the opportunities in
today’s economy to finance a home, please call your mortgage
consultant. &
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