ENDERS have responded to changing consumer needs by
offering more flexible mortgage options. While a growing
mmmmmenu of innovative mortgage options can help you
finance your home with a loan that more closely matches your
circumstances, choosing the right loan can be frustrating. To
help you understand the advantages and disadvantages of major
loan options, we've adapted the following from the Mortgage
Bankers Association’s “Loan Options that Work for You™:

30-Year Fixed Rate Mortgage (FRM)

Advantages
* Lower monthly payment than with 15-year FRM.
¢ Most affordable of fixed-rate options.

» More cash/savings because payment is lower; easier to bear if
you have to make or if you come upon hard times; extra
cash allows you to make other investments since cash isn’t
tied up in the mortgage.

Disadvantages
° Longer term.
* Pay more interest.

» Costs more than shorter term mortgages over the life of
the loan.

15-year fixed

Advantages

» Shorter term, own your home in half the time (allows you to
own your home before your children start college or before
you reach retirement).

= Often the total interest paid over the life of the loan is
lower, less than half the total interest of a 30-year FRM.

Disadvantages
* Bigger monthly payment.

e Qualification may be difficult because the income require-
ment is higher.

Adjustable Rate (ARM)

Advantages
° When interest rates go down, payment goes down.

e Initial interest rate can be as much as 2 to 3 percent lower
than a comparable fixed rate mortgage.

° Homeownership is more affordable.
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* Qualifying is easier.

* Lower initial interest rate compared to fixed-rate mortgages,
which can make homeownership more affordable and make
qualifying for a mortgage easier. And if interest rates decline,
your mortgage payments decline as well.

Disadvantages
e VWhen interest rates go up, payments go up.

* The potential for higher monthly payments if interest rates
increase.

» Requires more budgeting discipline.
Hybrid and Convertable ARMSs

Advantages

= Advantages of an ARM with the ability to convert to a fixed-
rate mortgage.

Disadvantages
e [f you don’t convert, it’s a regular ARM.

« If interest rates are at a higher level when its time to
convert, you may not want to go with it.
See OPTIONS on Back Page
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