ELAXED lending standards are driving record home-
ownership rates, with 69% of Americans owning

4 homes, according to a report by Wall Street
Journal Real Estate Reporter, Ruth Simon. Mortgage
lenders are making it easier for homebuyers and real
estate investors by doing the following:

¢ Accepting lower credit scores needed to qualify for
some loans;

¢ Allowing borrowers to have higher debt loads;
* Accepting less documentation;

* Offering novel approaches designed specifically to help
homebuyers overcome common hurdles to homeown-
ership, like down payment and high monthly payments.

Delinquency down

Industry pundits have expected the relaxed standards
to cause higher delinquencies, but the statistics show
differently. The Mortgage Bankers Association reports
that mortgage delinquencies remain low, with only
1.08 percent of residential mortgages in foreclosure
proceedings during the first quarter of 2005, down from
I.17 percent five years earlier.

Low interest rates and growing equity have combined
to help reduce delinquencies by reducing homeowner-
ship risk. Low payments help keep payments in check,
while rising equity makes it easier for homeowners to
refinance or sell at a profit if they have problems.

Borrowing could get tougher

Regardless of the low delinquency rates, bank regula-
tors issued guidelines in May that may make it tougher
for homeowners to get home equity loans. Some indus-
try watchers anticipate that similar restrictions for first
mortgages might be on the horizon, Simon reports.

Meanwhiie, the trend towards relaxed quaiification
standards continues. “Some lenders say they are being
forced to relax their standards to remain competitive,”
Simon writes. “Lenders also say that advances in technol-
ogy and data analysis enable them to do a better job of
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determining what is a good credit risk.” Competitive
viability and better technology are combining to provide,
for now, an easier path to affordable homeownership. #

Morge rates ease after Katrina

THE aftermath of Hurricane Katrina is expected to slow
short-term economic growth, reversing an upward
trend in mortgage rates, according to Freddie Mac.

“We expect that near-term growth will now be a bit
weaker than had been anticipated, due in very large
part to the disruption in economic activity brought on
by Katrina,” said Frank Nothaft, vice president and chief
economist at Freddie Mac. “However, the federal
monies that will flow into the damaged areas and the
lower interest rates brought on by the disaster will
stimulate economic growth next year, making up for the
slowdown in the last part of this year.”

Meanwhile, after flirting with 6% levels in August, the
average rate for 30-year Fixed Rate Mortgages dropped
to 5.71 percent the week following Katrina. During the
same time last year the 30-year FRM averaged 5.83
percent. ARMS also eased lower, with the One-year
Treasury-indexed ARM falling to 4.45 percent. #

LoanStar Financial
www.loanstarfinancial.com
1495 Pacific Hwy. Ste. 100 - San Diego, CA 92101

RE Broker, California Department of Real Estate  LoanStar Finandial License #01260171







