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The Real Estate Update

The Economy Stokes Optimism

ith the European debt crisis hanging over the

markets, our politicians continuing to act like

children and now the markets worrying about
the regime change in North Korea, there seems to be no
end to the scary headlines. Even if the news is not scary,
the media is pumping up bad news. For example, re-
cently, the National Association of Realtors adjusted
home sales down for the past five years because they did
not present accurate numbers. The headline? The reces-
sion caused worse real estate sales than we thought. The
media seems to have lost the fact that existing home
sales rose last month. New home starts were also surpris-
ingly stronger, especially in the
multi-family sector, and real estate
for sale inventory is significantly
lower than it was 12 months ago.

Through all of these negative
headlines, the economic news is
actually brightening our horizon. In
the past several weeks we have
experienced a precipitous drop in first time unemploy-
ment claims which is making analysts more optimistic re-
garding the prognosis for employment. Here is the point.
The recovery is moving forward while worries overseas
and in Washington are dampening our "public" enthusi-
asm. For example, the stock market has rallied signifi-
cantly from the lows of October but despite this rally, in-
terest rates are still at their historic lows and gas prices
have not risen in the past several months. If the crisis in
Europe were resolved and politicians were being coopera-
tive, rates and gas prices would be going up based upon
the positive economic news. We don't really care what
the media "headlines" say. We care that these economic
reports prod businesses to use some of the cash they are
sitting on to pick up the pace of hiring. This is what we
need for our current economic situation to continue to get
better into the first quarter. [
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Buy Or Rent? New Numbers

ome prices and rates
have fallen so far that
the monthly cost of own-
ing a home is more affordable than
at any point in the past 15 years
and is less expensive than renting
in a growing number of cities.

The Wall Street Journal's third-
quarter survey of housing-market
conditions in 28 of the nation's
largest metropolitan areas found €
that home values declined in all but five markets compared
with the second quarter, according to data from Zillow Inc.
Meanwhile, rent levels have risen briskly across the country
and rates are the lowest in six decades.

As a result, monthly payments on the median priced
home—including taxes and insurance—are lower than the
average rent levels in 12 metro areas, according to data
compiled for The Wall Street Journal by Marcus & Millichap,
a real-estate brokerage that tracked 27 metro areas. "It's
one of the most striking developments of the housing
downturn," said Paul Dales, an economist at Capital Eco-
nomics. "The initial building blocks for a recovery are in
place. Homeownership is looking more affordable because
after several years of declines, apartment rents will rise by
around 4% this year and are poised to pick up even more
momentum next year.” []

Source: The Wall Street Journal

» Foreigners looking to purchase homes in the U.S. are increasing their online search activity for bargains, as sliding
home prices continue to attract investors from around the globe—especially Canada. Florida properties remained the
lead attraction for foreign investment in the third quarter, followed by Arizona, Nevada, and California, according to
traffic on the website for Point2, a Canadian-based real estate marketing company.

Join Us!
MVMC is on Facebook and Twitter—join us there and get
links to our weekly Real Estate Report and more!

n facebook.com/MountVernonMortgage

Daily Market Update

: Stay on top of the market with MVMC's
% Daily Market Update online at
:? www.MtVernonMortgage.com.
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Buying A New Home? Choose Carefully!

he new home market has changed radically in the
past several years. First, we had a real estate boom,
which was followed by a retraction that caused many
builders to pull back. The low rate of home building that fol-
lowed has caused a shortage of new homes in many areas of
the country. As the real estate market recovers, many again
will look at new homes as an alternative to foreclosures that
may be a bargain, but are more likely to be in poor condition.

So let's take a look at purchasing a new home and some of
the considerations that will help you make the process
smoother.

Choose a home AND a builder. When you are searching for a
resale, you do not shop sellers. When you are shopping for a
new home you are shopping for both. View the models — or
plans if dealing with a custom homebuilder — as you would
shop for any home. But be prepared to ask some very
important questions of the builder, including—

Do not assume that all
builders have deep pockets. If they are a public
company—ask for the financials. If they are private, look
for a track record in the business. For a smaller firm, you
may want to go one or two steps further—including
talking to their vendors and bank.

Check references
from the people who live in their homes. How did the
builder respond to complaints or follow-up after the
home was finished? Do they have a record of finishing
homes on time? Do not hesitate to call the Better
Business Bureau or search the Internet to view their
record.

If they are a tract
builder, spend some time in previous areas and see how
the homes and area have “aged.” How do residents feel
about living in this community? For custom builders, view
previous works and make the same assessment.

Does the builder offer the options you need?
Options may be as simple as adding an electrical outlet to
as complex as moving a room. Make sure there is
flexibility—if you need it.

Hispanic Boom On Horizon

inorities and immigrants will drive growth in hous-

ing demand in coming years, a new study re-

veals. Within the next 15 years, researchers say
they expect this population segment to drive demand for
condominiums, smaller starter homes, and first trade-up
homes. Also, this growing demographic is expected to repre-
sent a rapidly growing segment of the middle and middle-
upper markets for housing, finds a new report, “The State of
Hispanic Homeownership,” by the National Association of
Hispanic Real Estate Professionals.

“The Latin boom has been forecasted for years but we are
now seeing the front edge of it and it has the potential to
help the nation’s housing system get back on track if we can
create a safe credit environment for new buyers to get into
the market,” says Carmen Mercado, NAHREP president.

Hispanics make up the largest minority group in the country
and represent a significant portion of the 26 to 46 age group
most involved in home sales. Plus, Hispanics tend to value
home ownership more than other demographics. For exam-
ple, according to a recent study, 57 percent of Hispanics say
they consider owning a home a symbol of success compared

to 33 percent of all Americans. []
Source: RISMedia

Choose financing options carefully. Yes, mortgages for new
homes are pretty much the same as those for any home—
from fixed rates to adjustables. But there are some important
differences—

If you are building a
custom home rather than a home within a larger
subdivision, you may have to obtain your own
construction financing. Most builders have sources that
can help. Some construction loans have the option to
convert to permanent financing after the home is finished
and settlement occurs. It always pays to investigate this
option.

Most mortgage companies give an
applicant the option of locking the rate at the time of
application or floating with the market until a few days
before closing. When buying a home that may not be
delivered for three to nine months, many homeowners
become nervous regarding what can happen to interest
rates during this time. One option is to pay a fee up-front
and receive a “rate cap.” This option locks in a rate but
can go lower if rates decline.

Many conclude that it is
easier to pay for options in cash—or to pay a contractor
to work on the home after you own it to save a few
dollars. But consider this—a $4,000 deck can be financed
for as little as $28 monthly and a $20,000 finished
basement can be financed for as little as $140 monthly if
included in the original mortgage. This may help your
cash situation significantly for the next few years. Even
though a new home does not need renovation, drapes
and new furniture can be expensive! []

Selected Interest Rates
December 22, 2011

30 Year Mortgages 3.91%
2011 High (Feb 10) 5.05%
2011 Low (Dec 22) 3.91%
15 Year Mortgages 3.21%
5/1 Hybrid ARMs 2.85%
1 Year Adjustables 2.77%
10 Year Treasuries 1.97%

Sources—Fed Reserve, Freddie Mac. Note: Average rates do not include
fees and points. Information is provided for indicating trends only and
should not be used for comparison purposes.
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Inventory rate of new homes fell slightly to 162,000
units available for sale in October
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