$100

[ OMEOWNERS are still tapping their homes for cash,
s according to the Cash-Out Refinance Report

@ B released by Freddie Mac in May. “The first quar-
ter had record home sales and single- famlly housing
starts and a lot of refinancing activity,” said Frank
Nothaft, Freddie Mac vice president and chief economist.
“The share of borrowers who decided to cash-out some
home equity as part of their refinance increased too,
which helped prop up consumer spending on home
improvements even though total consumer expenditures
grew more slowly.”

Homeowners who want to tap their home equity or
lock their rates should act quickly. While Freddie Mac
expects rates will remain modest throughout the year, it
is projecting rates will rise through the summer. The
modest rates will contribute to another good housing
year, but could reduce opportunities for homeowners to
refinance at today’s low rates.

Cashing in

“Applications for refinance hit 45% in the first quarter
of 2005,” said Amy Crews Cutts, Freddie Mac deputy
chief economist. “Mortgage rates on 30-year fixed-rate
loans dipped below 5.7% in the last two weeks of January
and remained low [into May], giving homeowners a
strong incentive to refinance their mortgages. The strong
cash-out activity was due to both borrowers who were
going to do a cash-out refi regardless of interest rate
incentives and those who were primarily attracted by the
fall in rates but decided to convert some equity into cash
while they were at it."

In the first quarter of 2005, the median ratio of old-to-
new interest rate was |.13.In other words, one-half of
those borrowers who paid off their original loan and
took out a new one had an interest rate on their old
loan that was at least 13% higher than the new interest
rate.

“In the first quarter of 2005, homeowners who refi-
nanced their mortgages lowered their rate an average of
0.67 percentage points. On an average loan size of
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pping equity today could save homeowners
illion per month, report says

$150,000, that lower rate translates into a payment that
is about $66 a month lower for a savings of more than
$790 annually,” said Cutts.

“In aggregate, homeowners who [refinance their
homes at today’s rates] will save $100 million per month
in lower interest costs. These savings, combined with the
home equity cash-outs, are partly responsible for the
huge expenditures on home improvements,” Cutts
added. “According to the Joint Center for Housing
Studies at Harvard University, total expenditures on
home improvements in the first quarter totaled $130
billion, which in many cases results in increases in home
values that exceed the improvement costs.”

Equity rising

The Cash-Out Refinance Report also revealed that
properties refinanced during the first quarter of 2005
experienced a median house-price appreciation of 16%
during the time since the original loan was made, up
slightly from the 15% appreciation on loans refinanced in
the fourth quarter 2004.

To tap equity at today’s competitive rates, call your
mortgage professional. 4
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