
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 so-
lutions that can help you today, 
and longer term. Just mention 
this newsletter offer and we 
will find a time to meet.

Business Owner? Self-Employed? Semi-Retired? 
Could you benefit 

from a Non-QM loan?

One thing you learn in this business is that not all borrowers have straightforward 
finances.  We routinely serve well-qualified clients who are “non-traditional”, such as 

business owners, self-employed individuals (1099-income borrowers), semi-retired indi-
viduals who need to supplement income with assets, and others. For them, qualifying for 
a traditional home loan can be difficult.

The solution in many cases can be a “Non-Qualified Mortgage.”  This is not a negative 
term!  It simply describes a home loan that does not fit the strict qualifying guidelines 
that make a loan eligible for purchase by Fannie Mae or Freddie Mac. Indeed, my Non-QM 
borrowers typically have excellent credit scores! There are numerous options for non-
traditional borrowers, such as loans where the underwriter can confirm your business 
cash flow, or asset-based programs, where your ability to repay a loan is supported by 
your current wealth and its liquidity.

The bottom line is that the severe curtailment of non-QM products that started in 2008 
is increasingly behind us, leaving us now with many more options for helping clients with 
unique finances to qualify for mortgages and to pursue their real estate dreams!
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Buy, renovate, invest now, or wait till 
later? Whether you are considering 
a primary residence, rental prop-
erty, or new construction, we can 
provide strategic expertise for your 
next project. 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!
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808-566-6611

myerscapitalhawaii.com
NMLS#   322195 (Originator)  • 1662480 (Company)

Myers Capital Hawaii
841 Bishop St Ste 2100

Honolulu, HI  96813

Reed Kawai Myers

Reed Myers

Comparison:              30-Yr Fixed    15-Yr Fixed 
vs. Long Term Hist Avg     2.63%        0.63%
vs. 1 year ago                    2.27%      2.39%
Source: Freddie Mac, Primary Mortgage Market Survey, U.S. Average Conventional 
Mortgage Rates, wk ending 8/18/22.  Long term average begins 4/2/71 (30yr FX), 
8/30/91 (15yr FX). Your rates will differ. Not a commitment to lend. Credit on approval.

As we go to press, the ongoing battle between 
inflation and economic growth appears to be 

driving mortgage rates down from recent highs, 
with the national average 30-year fixed mortgage 
dropping to around 5% since peaking just under 
6% in mid-June. Slowing economic growth is in 
charge at the moment.  This is welcome news for 
home buyers, who were wounded by bidding wars 
in early 2022, then forced to retreat again in re-
sponse to rapidly rising rates. 

The purchase of homes has slowed, with rising 
rates affecting plans for many buyers.  According 
to the National Association of Realtors, July exist-
ing home sales volume dropped -5.9% vs June, 
but properties were still selling quickly (14 days on 
average, still a speed record), and prices were still 
up 10.8% versus one year ago. But the market sen-
timent is that the market peak is now in the books.  
Sellers may be seeing that there is little reason to 
wait for further appreciation in their home value, 
so that may be driving the uptick in inventory -- up 
to a 3.3 month supply in July (from 2.6 months in 
May and 2.5 months a year ago). “Finally, there are 
more homes on the market,” said Lawrence Yun, 
NAR’s Chief Economist. "Interestingly though, the 
record-low pace of days on market implies a fuzz-
ier picture on home prices. Homes priced right are 

selling very quickly, but homes priced too high are 
deterring prospective buyers,” he added.

Will Interest Rates Stabilize?

The Fed has been attempting to cool inflation by 
setting higher short-term rates – all without trigger-
ing a recession.  But GDP fell for the second quar-
ter in a row in Q2, sending a strong recession sig-
nal and causing a pause in the rise of longer-term 
interest rates. The 10-year Treasury yield, which 
rose steadily for the first half of the year up to about 
3.4% is now back down to around 2.9% as reces-
sion fears grow. Mortgage rates correlate strongly 
with the 10-year rate, and these too have tracked 
lower now. Experts still expect Treasury yields to 
rise to around 3.8% this year, as the Fed continues 
to tamp down inflation. That should create a corre-
sponding move in mortgage rates towards the 6% 
level.  It’s important to keep perspective, however 
- - the historical 30-year mortgage average since 
1971 is 7.8%.  In fact there are many homeown-
ers today whose first mortgages were in the 9-11% 
range!

Our Expertise Makes the Difference

Real estate has always proven that it can be a good 
long-term investment.  And there is no substitute 
for experience that will allow you to benefit from 
this, through all market conditions.  Even today, we 
are helping smart buyers evaluate a wide range of 
products that help them achieve their real estate 
buying and investing goals. If your plans include a 
move, or purchasing an investment property, let’s 
talk soon!
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Thank you again for 
your business. When 
it comes to financing 
property, we know 
the stakes are high, 
so we go the extra 
mile to deliver the 
best programs and 
advice for your situa-
tion. Our team brings 
you experience with 
all market conditions. 
It makes a differ-
ence -- whether it's a 
home purchase, refi-
nance, tapping home 
equity, or investing. 
We look forward to 
speaking with you in 
the weeks ahead and 
to helping you turn 
your housing dreams 
into a reality!

Reed Myers

The Loans
You Forgot About

(Being Discovered Again!)

The rise of mortgage rates over the past 
few months has led many home buy-

ers to "rediscover" programs that have been 
largely overlooked for a few years, in an ef-
fort to retain buying power and keep total 
interest costs down. Six months ago, lock-
ing in 3% for 30 years was an easy decision. 
Now it pays to take a harder look at other 
choices like hybrid adjustable rate loans, or 
adding an interest-rate buydown to a fixed 
rate loan.

Let’s take the example of the hybrid ad-
justable-rate loan that comes with an ini-
tial fixed-rate period of between 3 and 10 
years (typically 3, 5, 7, or 10 years). These 
generally carry more attractive rates than 
30-year fixed rate loans -- in fact, they're 
usually very close to the rate on a 15-year 
loan!  This can save you hundreds of dollars 
on your initial monthly payment, and give 
more buying power. Balanced against that is 
the risk that your loan’s interest rate could 
rise once the initial fixed rate period ends.

Why might this be a great option to con-
sider as a home buyer? 

1. You could save money during the fixed rate 
period with a lower initial interest rate. With 
a lower initial rate you could potentially af-
ford more home.  Or, don’t buy more home, 

and instead put the monthly savings to use 
accelerating the paydown of your loan bal-
ance – paying off earlier, and paying less in 
total interest costs over time – potentially 
even offsetting the impact of rate increases 
after the initial fixed rate period.

2. If interest rates drop again during your 
fixed rate period, you may be able to pounce 
on that and refinance to a longer-term fixed 
rate product. Adjustable loans with 7-10 year 
fixed rate periods give you more time to wait 
for a rate turnaround. 

3. Do you really plan to stay in the home for 
30 years? If you plan to move before then, or 
tap equity with a refinance down the line, 
then a full 3-decade mortgage may not make 
a lot of sense anyway! Think about matching 
the fixed-rate period to your financial plans, 
while considering the ability to weather a 
rate increase if you need to hang onto the 
loan a bit longer.  It’s worth considering!

Remember, my goal is to always to minimize 
the total interest you pay over time. Interest 
rate is only one of three important factors 
- - loan term and loan balance are equally 
important in financing real estate!

Let’s schedule time to get into the specifics 
of your financial plans, and find the financing 
solutions that best support them.

Six months ago, the 
market was focused 

heavily on one type of loan. 
But the market has changed 
dramatically, and these may 
not always be the best 
choice for you today. 
In markets like today’s, 
home buyers need more 
thoughtful financing solu-
tions that offer buying pow-
er while still saving interest 
costs over time. Whether 
exploring interest rate buy-
downs, adjustable rate 
loans with initial fixed inter-
est periods, or nontradition-
al options for self-employed 
borrowers, we have the 
perspective and knowledge 
to match you with financ-
ing solutions that you might 
not have thought about. I 
have access to many more 
programs than you’ll read 
about online.  
As the housing market 
makes the transition away 
from a strong seller’s market 
to a more balanced one, op-
portunities to buy the home 
you desire will appear. Let’s 
make plans now to put that 
experience to work!

EXPERIENCE 
MAKES THE 

DIFFERENCE 
(Especially now...)
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Experienced homebuyers know that once you purchase a home and move in, the expenses don’t 
just end there.  Buyers like to make upgrades and repairs to get things the way they like them.  That 

can really stretch the budget for the first few years.  It’s nice to have a little breathing room -  - at least 
for awhile.
That’s the rationale for a rate buydown.  It’s an approach that lets you reduce your interest rate for 
awhile. It’s well-known that you can pay discount points to reduce your mortgage rate by a little for the 
entire 30-year term, but lesser-known programs like the 1-0, 2-1, and 3-2-1 buydown let you reduce it 
by a lot for just a few years - - giving you much lower payments as you get things squared away at your 
new address!
Types of  Rate Buydown Programs
● 1-0 Buydown – This program offers a payment rate that is 1% lower than the note rate for the first 

year of  the loan term.
● 2-1 Buydown – This program offers a reduced interest rate for the first two years of  the loan term. 

The first year offers a 2% reduction in note rate, and the second year a 1% reduction.
● 3-2-1 Buydown – You guessed it.  It's a 3-year buydown, but with the first year at a 3% reduction, 

the second at a 2% reduction, followed by a year with a 1% reduction. Note:  These are not always 
available due to market conditions, investor appetite, and other factors.  Contact me to discuss.

● Full Loan Term Buydown – This is the most familiar of  buydown programs. Points paid upfront 
reduce the interest rate for the full term of  the loan. The rule of  thumb here is a note rate reduc-
tion of  around 0.25% for every point you pay upfront, but it can vary based on market conditions.

You still have to qualify at the loan’s full rate, of  course, and not every mortgage is eligible for a 1-0, 
2-1 or 3-2-1 buydown (no investment properties or cash-out refinances, for example).  The cost of  the 
buydown depends on your loan size and prevailing rates, and the strategy is generally better suited if  
you plan to stay in the home for awhile – so you can recoup the cost of  the buydown in the form of  
lower payments.
In certain markets where sellers are a bit more eager to sell (such as we are potentially entering), sellers 
and builders can also pay the cost to lower the buyer’s interest rate – often to avoid a price reduction or 
help close the deal. These are options that you can leverage during negotiations with my help.
The example below shows an estimated monthly payment (principal and interest only) on a $400,000 30-year 
fixed mortgage at 5% note rate, with the different types of buydowns in effect.  Buydown costs are estimates.

Program Buydown Cost Year 1 Year 2 Year 3 Years 4-30

No buydown $0 $2,147 $2,147 $2,147 $2,147

Full term $4,000 (1 point) $2,087 $2,087 $2,087 $2,087

1-0 $2,852 $1,910 $2,147 $2,147 $2,147

2-1 $8,382 $1,686 $1,910 $2,147 $2,147

3-2-1 $16,408 $1,478 $1,686 $1,910 $2,147

For illustration only. Not a commitment to lend. Credit on approval. Program availability, loan amount, mortgage rates, 
costs, and other terms will differ based on your situation. Consult us for full details.

RATE BUYDOWNS 
Can Keep Payments Down 

When It Counts


