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Freddie Mac talks Home Equity

After 7 Years... $P
Amount Borrowed $135,000
Principal Paid $17,515
Amount Outstanding ($135,000-$17,515) $117,485
Appraised Value $185,003
Amount Outstanding -$117, 485

Equity in Home

Scenario according to Freddie Mac: You bought your home for $150,000 with a
down payment of 10%, resulting in a loan amount of $135,000. You secured a 30-year
fixed-rate mortgage at 4.5% with a monthly mortgage payment of $684.03 (not
including taxes and insurance). After 7 years of making your mortgage payments,
assuming 3% per year home appreciation (based on the national average).
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The 1% point rise In mortgage
Interest rates will not be
enough to cause a significant
deterioration in affordability.
We estimate that the average
monthly mortgage payment
equates to around 15% of median family
Income. We expect this to rise to no more
than 18% by the end of next year.

Ed Stansfield, Chief Property Economist for Capital Economics
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If you are thinking of buying a
home and have the financial
means to do so, this could be
a good time to take a look at
the neighborhoods you are
Interested In. We expect home prices in our
national index to be up about 5% In the next
12 months, and mortgage rates are also likely
to increase over the next year.

Dr. Frank Nothaft, SVP & Chief Economist, CorelLogic
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The demand for
apartments Is still
strong, despite the
record number of new
units being delivered this year.

Tight occupancy is why landlords
can push rents higher.

Stephanie McCleskey, Axiometrics Vice President of Research
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What has changed with 3% down programs?

Category

Before Crisis

Today

Payments

Variable

Predictable

Underwriting

Property-Based

Borrower-Based

Appraisals

Questionable

Improved

Borrower
Expectations

Overly Optimistic

Realistic

Freddie Mac



Mortgage Credit Access over the Next 12 Months*

Will ease, but remain at sustainable and sensible levels 67%

- 20% Will remain about the same

l 4% Will tighten, but remain at sustainable and sensible levels

l 49, Will tighten too much, becoming too restrictive

l 49, Will ease too much, becoming too lax

1% Not sure *Based on a survey of a distinguished panel of over
100 economists, investment strategists, and housing
market analysts conducted by Pulsenomics.
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Does this mean we have another
problem on our hands? Not really...
There may be other reasons to
worry about housing affordability
by comparing prices with incomes
or prices with rents for a given market.

But crude comparisons of nominal home
prices with their 2006 and 2007 levels
shouldn’t be used to make cavalier
claims about a new bubble.

Nick Timiraos, in the Wall Street Journal
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