
Our financial reviews are al-
ways complimentary, and we 
know your time is valuable, so 
the coffee is on us. Let's con-
nect, and we can discuss your 
financial aspirations in greater 
detail. Virtual or in-person, the 
coffee (or Starbucks card) is on 
us! We can recommend solu-
tions that can help you today, 
and longer term. Just mention 
this newsletter offer and we 
will find a time to meet.

Ready to Remove 
Mortgage Insurance 

from Your Loan?

Private Mortgage Insurance (PMI) is usually required by lenders when the primary mortgage 
amount exceeds 80% of the home’s purchase price (i.e., a loan-to-value greater than 80%). 
But annual home price gains of around 20% mean that many homeowners are now sitting on 
significantly more equity -  an average of $53,000 at the start of 2022, compared to 18 months 
prior.  That 20% increase in valuation is enough to push most loan-to-value ratios back down 
below 80%, even if you took out a loan with a tiny 3% down payment.  This presents an op-
portunity if you have PMI on your home loan. 

For FHA loans, PMI is permanent if your down payment was less than 10%, so the answer is 
to refinance. If you put down at least 10%, it's removable after 11 years of payments, but it's a 
long time to pay, especially if your equity is way up!  Many borrowers today will want to refi-
nance into a conventional loan with no PMI.  Yes, rates are up, but with a better equity position 
and moving to a conventional loan, the numbers can still work, so definitely call us. 

For a conventional home loan, PMI is supposed to be automatically cancelled when you 
have paid down your balance to below 78% of the home’s appraised value. Or you can request 
cancellation at 80%.  A new appraisal could prove that you are already below 80%, at which 
point we can help you apply to your loan servicer to have PMI removed.  Give us a call!
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Rising mortgage and short-term 
interest rates are creating uncer-
tainly among many home buyers 
and existing homeowners. We can 
provide mortgage guidance to 
help find financing that best fits 
your needs. Since 1998, we take 
an all-encompassing approach by 
offering more than just residential 
and commercial mortgages, busi-
ness financing and real estate ad-
visory services. We provide expert 
mortgage planning to help meet 
your real estate needs and financial 
goals. It's what makes us different 
as a relationship-based, customer-
first mortgage company. We hope 
to be your #1 resource in helping 
you achieve your real estate goals.

Aloha!

reed@myerscapital.com
808-566-6611
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Comparison:              30-Yr Fixed    15-Yr Fixed 
vs. 30-Yr Historical Avg    0.37%        0.63%
vs. the Jan 7, 2021 Low    2.65%      2.32%
Source: Freddie Mac, Primary Mortgage Market Survey, U.S. Average Conventional 
Mortgage Rates, week ending 5/12/22.  “Jan 7, 2021 Low” rates, week ending 
1/7/21.Your rates will differ. Not a commitment to lend.  Credit on approval.

The average rate for a conforming 30-year 
fixed is now in the low 5% range, a full 2% 

higher than just a year ago, yet still (we repeat) his-
torically attractive. The unusually-rapid increase is 
already starting to shift the market away from the 
seller’s market that has been driving up home pric-
es, with Realtor.com reporting an increase in the 
share of homes seeing price reductions from 5.6% 
last April to 6.9% this April. That said, the lower 
end of the market is still hyper-competitive in many 
markets where most sellers retain considerable 
pricing power. So, while you may soon see reports 
of median home prices starting to drop here and 
there, it doesn’t necessarily mean that the average 
starter home is getting less expensive!

Where are rates headed?

In terms of mortgage rates, 40-year high inflation 
and the Fed’s unwinding of mortgage-backed se-
curities (MBS) purchased during the pandemic are 
driving everything.  We’re seeing the effects of tril-
lions of dollars of stimulus pumped into the econ-
omy in 2020 and 2021. As of Q3, 2021, the Fed 
believed that pandemic-related supply bottlenecks 
would ease, taming the then-4% inflation, so rate 
increases were postponed to protect the economic 
recovery. This has proved to be a miscalculation. In 

Q4, inflation surged higher and hasn’t let up -- 7.9% 
in February, 8.5% in March and 8.3% in April. While 
the Fed plans to act aggressively in raising rates to 
choke off inflation, the tepid March and April Fed 
actions (+0.75% combined) were basically ignored 
by longer-term securities like the 10-year Treasury 
and mortgage rates, which were already surging 
upward at a much higher pace. Since the record 
lows of last year, their 4-month increase to today’s 
levels is the most rapid in mortgage history. This 
has naturally spooked many prospective buyers.  

But an unexpected decline in first-quarter GDP of 
-1.4% announced in April has marked a sudden 
reversal for the recovering economy, and mortgage 
rate increases are currently slower. Experts now 
worry that if consumer spending eventually cracks 
under the weight of inflation, and if wage growth 
fails to keep up, the back half of 2022 could look 
grim. The Fed hopes to avoid being caught be-
tween roaring inflation and a stagnating economy 
(remember “stagflation” during the 70’s?).  This 
economic backdrop will play a big role in what hap-
pens later this year, but near term, we expect fur-
ther Fed increases and gradually higher mortgage 
rates that head toward the 6% range.  

For our customers, the message is simple

If you’re on the fence, get off. If you wish to buy or 
refinance (including tapping into equity), the time 
to make a move is probably now.  Our experience 
can help you make great financial moves even in 
today’s changing marketplace. Give us a call today 
and let’s get the conversation rolling!

E C O N O M Y  &  M O R T G A G E S 

Do Higher Rates Mean 
the End of 

Exploding Home Prices?
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Your progress towards 
meeting your finan-
cial goals doesn't get 
to take a break during 
challenging economic 
times, so neither do 
we! We're always here 
to provide sound home 
financing tools and real 
estate purchasing ad-
vice, for any situation. 
Whether it's a home 
purchase, a neces-
sary refinance, tapping 
into home equity, or 
investing in additional 
property, we'll provide 
unmatched expertise 
and access to the most 
competitive financing 
products. Call me for a 
discussion that will be 
time well-spent!

Reed Myers

Using Your Home Equity 
to Help Family Members 
Buy a Home

With many Americans sitting on an 
increasing amount of home equity, 

some are now leveraging that asset to help 
younger generations of their family get into 
homes. 

Many families are watching their kids try to 
take on today’s daunting real estate mar-
ket.  Even if with good income, it's hard for a 
younger buyer to compete with all-cash of-
fers and fix-and-flip investors.

Rising rents, student debt, and inflation 
have all slowed down the process of building 
a large down payment. Indeed, the National 
Association of Realtors notes that close to 
90% of home buyers under the age of 40 fi-
nance more than the traditional 80% of their 
home purchase. 

How, then, to apply your financial resources 
to help your kids get into their first home?

Here are FIVE great approaches:

A down payment gift from your equity.  By 
tapping into equity, you can generate cash 
to make a large down payment gift.  Accord-
ing to the National Association of Realtors, 
23% of first-time buyers used gifted funds.  
Gifts are tax-free up to $16,000 per person 
per year (for 2022).  Above that, you have to 
file a gift tax return. Talk to us first about 
how to do gifting correctly!

Co-signing their mortgage, and providing 
some of all of the down payment from your 
equity or savings.  The upside is that it can 
put them in a much stronger position to buy, 
offset credit issues they may have, and help 
them get a bigger loan.  Expect to be liable 
for payments if they fail to make them (im-
pacting your own credit score), and plan to 
refinance to get off the mortgage, later on.

Your home equity could also help you buy 
a multi-unit property together, where they 
could live and rent out one unit to help off-
set their mortgage payments.

Use your home equity to help renovate a 
fixer-upper that they actually can afford.  
Remember, there's often less competition 
for these "unloved" homes! 

If your situation permits it, you can buy a 
house for your child to live in and work out 
a process whereby you gift them a portion 
each year (to stay below gift tax limits) and 
also have them buy it back from you when 
they have saved enough. 

Bottom line, built-up equity gives you op-
tions to help.  Don't miss the article on page 
2 that explains ways to tap into it.  All this 
takes careful planning, so give me a call to 
help you build a great strategy for helping 
your kids on the road to home ownership!

As rates go up, articles and 
ads are starting to pop up 
online about 40-year alter-
natives to the 30-year fixed 
rate loan. Advertising a low-
er payment, and the ability 
to buy more home, these 
naturally get a lot of atten-
tion.
Proceed with caution.  The 
monthly payment is only 
slightly less, but the longer 
term and often-higher rate 
create interest costs that 
are significantly higher over 
time (40-year loans often 
carry a higher rate due to the 
extended risk period for the 
investor, and the fact that 
they cannot be purchased 
by Fannie Mae or Freddie 
Mac).  Since these are not 
Qualified Mortgages, they 
sometimes come with other 
harmful terms.
My goal is to help you fi-
nance your home in a prac-
tical way that minimizes in-
terest costs, minimizes risk, 
and maximizes your abil-
ity to achieve your wealth 
building goals.  We should 
review all factors in depth 
before making any deci-
sions.

A  

40-Year 
Loan?

(Use Caution.)
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With the rapid rate of home value increases across the country, many home-
owners have found themselves sitting on a substantial amount of home equity.   So-

called "tappable equity", the amount a homeowner can access while still retaining at least 20% 
equity, rose by a whopping 32% between late 2020 and 2021, with further increases this year, 
according to Black Knight, a real estate analytics company.

  If you have decided to stay put, rather than try to purchase an upgraded home, there may be 
a reason to use some of that equity to improve how your home supports your desired lifestyle.

   Upgrade in place?  With limited inventory and bidding wars, sometimes the grass isn’t 
greener on the other side of the fence.   Expanding, or upgrading the features of your current 
home may be just the ticket.  

   Work at home?  All office workers cherish the chance to work from home part of the time, 
but a clear separation between family activities and work time makes working from home less 
stressful and more productive. Adding dedicated office space or reconfiguring rooms to create 
separation between workspaces and family spaces could be a smart move.

   Aging in place?  You can make modifications to improve mobility and accessibility, so you 
are able to stay in your home into your later years.  In effect, investing now in upgrades extends 
the time the home can support your retirement lifestyle! This can also the time when expensive 
long-term care must begin. 

   Space for parents?  Many properties are zoned to allow an “accessory dwelling unit” (ADU) 
to be built. Also known as “mother-in-law units,” these separate studio or one-bedroom units 
allow you to house aging parents, other family members, and even renters.  These can add 
significant long-term value.  Many municipalities are rezoning properties to allow for these, in 
order to address the housing inventory crunch.

So, how best to tap your home equity to upgrade your home? Fortunately you 
have a number of options.  We can help you work the numbers to decide which is best.

• The cash-out refinance often makes the most sense, especially for larger projects, 
even at rates over 5%. Advantages? A fixed rate, and you just have one mortgage.  

   • A home equity loan, which borrows a fixed amount at a fixed interest rate is often good 
for medium-sized projects. It’s a second lien, which sits on top of your existing mortgage.  

   • A home equity line of credit, also a second lien, lets you spend money on your project 
on-demand, up to it’s maximum line limit.  It remains open for future expenses once you 
pay the balance down.  But it comes with a variable interest rate. For that reason, we 
don't usually recommend these for larger projects that will take time to pay off.

So “we need to do the math” (I say this a lot!) to see which of these options would work best 
over time. With all the tools we have available, we can craft an excellent solution that will allow 
you to tap into that equity while minimizing the total interest you pay over time.   So let’s find 
a time to have coffee and start turning that wish list into reality!

Home Equity is Way Up 
Are You Taking Advantage Of It?


