
Our financial reviews are al-
ways complimentary, and we 
know your time is valuable, so 
the coffee is on us. Sharing cof-
fee gives us the opportunity 
to get to know you and your 
financial aspirations in greater 
detail. This allows us to recom-
mend solutions that work for 
you today, and also five, ten or 
30 years from now. Just men-
tion this newsletter offer and 
we will find a time to meet.

Hybrid ARM Pricing:
An Advantage Worth Considering

An adjustable-rate mortgage (ARM) in a rising-rate environment?  On first glance, it seems crazy.  
True, American homeowners historically prefer the predictable monthly payments that come with 

the benchmark 30-year Fixed mortgage.  But two factors make Hybrid ARMs increasingly attractive for 
home buyers who have a shorter time horizon, and are at least willing to take a look:

It has an initial fixed-rate period.  Usually this is for 3, 5, 7 or 10 years, which defers the risk of the 
monthly payment changing. 

The initial rates are usually better.  Right now that initial rate on a 5/1-Yr (fixed for 5 years) ARM is ac-
tually averaging below that of a 15-year Fixed, and below where it was a full year ago.*  That's amazing. 

This is because the borrower is accepting some of the risk of future interest rate movements after the 
initial fixed-rate period is up, which may be OK if you plan to move before that.  With 30-year fixed rate 
loans, the lender is assuming the risk on 3 decades of interest rate changes, so the rate is usually higher.

Do you really plan to be in your home for a full 30 years?  If you plan to sell within 3 to 10 years, the 
Hybrid ARM may offer some very nice interest savings, while still offering stable payments during the 
time you expect to own the house.

Intrigued?  Let’s have a detailed conversation now to match you with the best financing tool to 
achieve your goals.

T H I N K I N G • O U T S I D E • T H E • B O X

*5/1-Yr ARM, relative to 15-Yr FRM, Freddie Mac PMMS U.S. Weekly Avg 2/3/22, 0.3 fees/points.
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Real estate finance   
insight...

Rates as of 2/2/22 and can change without notice. Rates men-
tioned in articles are for illustrative purposes only. Your actual pay-
ment obligation will be greater. Does not include additional costs 
such as taxes and insurance premiums. Requirements and restric-
tions apply. Copyright 2022 Myers Capital Hawaii, LLC, NMLS 
1662480. All Rights Reserved.
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Happy New Year! For more than two 
decades, Myers Capital Hawaii has 
established itself as a leading mort-
gage and financial services com-
pany. We take an all-encompassing 
approach by offering more than just 
residential and commercial mort-
gages, businesses financing and 
real estate advisory 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. 
As a team, we recognize that excep-
tional service is a must, and we hope 
to be your #1 resource in helping 
you achieve your real estate goals in 
2022 and beyond.

Aloha!

reed@myerscapital.com
808-566-6611
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Avg. Change...           30-Yr Fixed    15-Yr Fixed 
vs. One Year Ago         0.82%        0.56%
vs. the Jan 7, 2021 Low    0.90%      0.61%
Source: Freddie Mac, Primary Mortgage Market Survey, U.S. Average Conventional 
Mortgage Rates, week ending 2/3/22.  “Jan 7, 2021 Low” rates, week ending 1/7/21.
Your rates will differ. Not a commitment to lend.  Credit on approval.

As we enter 2022, signals from the Fed and 
bond markets indicate that interest rates 

should continue their recent rise. After spending 
the better part of a year in record-low territory, 
the recent half-point run-up in rates feels like a 
shock to most.  Still, we all knew this was coming.  
Expect rates to journey on upward towards their 
10-year historical average of around 4%, which 
should tap the brakes on the awe-inspiring rate of 
home price appreciation. 

In 2022 we expect to support a growing share 
of purchase activity -- home buyers seeking to 
buy their first home, upsize, downsize, or invest. 
The pace of new construction is quickening, so 
more new houses should gradually appear, giv-
ing homebuyers more options. “We see 2022 as 
a transition year, moving from a refinance market 
to a purchase market,” said Mike Fratantoni, Chief 
Economist for the Mortgage Bankers Association. 
“We are expecting both 2022 and 2023 to be re-
cord years for purchase originations.”

Consumer Demand Drives Economy into 2022

The U.S. economy led the world in recovering 
from the 2020 slowdown. With stimulus programs 
and a big rise in lockdown-driven savings, Ameri-
can consumers upped their spending last year. 

Fed Chair Powell stated more than once that “very 
strong demand” (coupled with the pandemic) is 
causing bottlenecks and shortages leading to in-
flation. 

Will housing demand stay strong? 

Last year, low interest rates, cash buyers, and a 
lack of supply drove the 18% increase in average 
home purchase prices. This year, the story will be 
all about the degree to which inflation and higher 
rates affect buying power.  “(We expect) a slow-
down in home price growth…and that forecast 
hinges on this erosion of buyer affordability” said 
Frank Nothaft, chief economist for CoreLogic in a 
recent interview. 

Demand for homes should still stay strong. In 
many markets, even with rates being higher, it is 
still cheaper to buy than to rent.  Builders are more 
active, but lumber prices and shortages in labor 
and materials should keep the new-home supply 
tight and prices firm. Starter homes are most in 
demand, but according to Freddie Mac, are the 
fewest being built. Boomers are saying they intend 
to age in place, so a larger share of the market is 
remodeling, not moving.  

Bottom line: Prices probably won’t skyrock-
et again this year, but they should continue 
to rise.  Rates are still historically attractive, 
so 2022 is the year of the home purchase.  
Call me to get your house hunting campaign 
organized and launched with a rock-solid pre-
approval!

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

How Will Inflation and Rates 
Affect Buying Power?
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It's an honor to help 
you with your home 
financing needs. 
Change is constant, so 
those needs are likely 
to change along the 
way. Whether it's re-
ducing your payment, 
paying off faster, tap-
ping into equity, or 
real estate invest-
ments, we're here to 
provide financing that 
helps you achieve 
your financial goals. 
And, if you have fam-
ily and friends who 
need experienced 
guidance, I'd be hon-
ored to help them as 
well. Call me for a dis-
cussion that will be 
time well-spent.

Reed Myers

Borrower-Friendly 

CHANGES 
Could Help Homebuyers

Some consumer-friendly changes are 
coming to the underwriting process 

for conventional home loans in 2022. 
DESKTOP APPRAISALS:
As of March 20, lenders may use desktop 
appraisals for Agency-backed loans (loans 
bought by Fannie Mae and Freddie Mac). 
“Desktop” means that an appraiser does 
not need to visit the property, working 
solely with online data resources instead.  
This official change effectively grew out of 
the pandemic, where appraisers were lim-
ited in their ability to access properties, 
and Fannie Mae and Freddie Mac allowed 
a temporary implementation of desktop 
appraisals so that mortgages would not be 
held up.
Not all purchases will use desktop ap-
praisals, of course.  Generally, the loan 
must be a purchase transaction on a one-
unit principal residence, with a loan-to-
value ratio of no more than 90%. Loans 
on other properties, like second homes, 
investment properties or cash-out refi-
nances, among others, would not qualify 
for this streamlined appraisal process.
The process should speed the process of 
closing loans where the appraisal timeta-
ble might otherwise slow things up.  That 

said, we wonder whether this new rule is 
going to stick around.  In a rapidly rising 
market, appraisals usually appear on the 
conservative side.  But when prices aren’t 
rising, detailed valuations are all the 
more critical.  All properties are different, 
even in a neighborhood of cookie-cutter 
homes, and there are things that boots on 
the ground and eyes on the scene can pick 
up that a computer just can’t spot.  So, 
we’ll be watching to see how this new rule 
plays out!
RENT HISTORY CONSIDERED:
Underwriters may now also consider an 
applicant’s history of rent payments when 
assessing their credit history. This gives 
the 20% of the U.S. population with insuf-
ficient credit histories the chance to lev-
erage their excellent rent payment history 
in helping them qualify for a home loan. 
Even though rent payments represent 
the largest financial obligation for first-
time homebuyers, up until now, under-
writers were not allowed to consider an 
applicant’s demonstrated ability to pay 
rent when assessing capacity or capability 
to make loan payments.  This is a significant 
improvement in loan underwriting that will 
help a number of families make the move 
from renting to owning their homes!

As we reported last issue, lenders 
were already offering better interest 
rates on larger mortgages, getting a 
head start on a near-certain jump in 
the size limits for conforming loans.
What surprised most was when the 
Federal Housing Finance Agency 
(FHFA) announced the official 2022 
conforming loan limits, they were up 
18% for 2022!  The baseline limit ap-
plicable most places rose by nearly 
+$100,000, and in high cost markets 
like New York, San Francisco, and 
Hawaii (where median prices are well 
over $1 million) the new conforming 
limit nearly reached the $1 million 
mark!  Conforming loans generally 
feature lower rates than Jumbo loans, 
so this expands buying power for 
home purchasers.  It can also make 
it attractive for many Jumbo loan hold-
ers to refinance to a Conforming loan.

Loan Limit 2021 2022

Baseline 
Markets $548,250 $647,200

High-Cost 
Markets $822,375 $970,800

This change could be a big win if 
your old Jumbo is within or close to 
these new limits (a refinance opportu-
nity) or if you were targeting a home 
purchase requiring a Jumbo loan.   
Let’s connect to confirm that!

OPPORTUNITY!  
Official 2022  

Conforming Loan 
Limit Increase 

EXCEEDS 
EXPECTATIONS
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One shift in real estate during the pandemic has been a jump in second home pur-
chases. This looks to continue, as multiple factors are driving the trend.  Work-at-

home arrangements look to be a permanent option for many office-based jobs.  Inter-
est rates remain low.  And, homeowners have access to considerable built-up equity in 
their current homes which can be used for investments in more real estate.

“A combination of permanent remote-work policies and record-low mortgage rates 
is contributing to an uptick in demand, with buyers racing to snag vacation homes 
before interest rates increase further,” noted Taylor Marr, chief economist for real estate 
agency Redfin.

Additionally, the pandemic has caused many to rethink vacation priorities, switching 
from sojurns in crowded hotels, resorts, and cruise ships to peaceful, vacation-home 
getaways which can be accessed by family members anytime of year.  

Improved home equity situations and reduced primary residence costs have put more 
buyers within reach of making a second home purchase.  With home prices rising dra-
matically over the last several years, many homeowners have seen a big increase in 
home equity.  And, many have refinanced, lowering the cost of their current loan. This 
helps many to access cash and qualify for a loan to buy a second home.

On the other hand, prices are up strongly.  And ongoing demand will likely keep prices 
firm, given short supply and still-attractive interest rates.

Second homes are not the same as investment properties from a mortgage standpoint.  
The latter can be multi-unit properties and are generally occupied by renters full-time 
(or they can be commercial properties).  The minimum down payment and credit 
scores required both these types of properties is a bit higher, but now within reach for 
many current homeowners.  Second homes need to be at least 50 miles from your 
current residence, and you can use them for vacation or for work.  They need to be a 
one-unit property and cannot be a timeshare.  You’re free to rent it to others, but for IRS 
purposes, you need to live there at least 14 days per year or 10% of the total days you 
rent it to others. It’s also common for owners to turn their second homes into investment 
properties at some point, if permitted by their mortgage terms.

As we start 2022, we’re seeing some urgency for second-
home buyers. Fannie Mae and Freddie Mac have an-
nounced increases in the fees associated with second-home 
loans. These new fees are scheduled to go into effect April 1.  
This is definitely a consideration for near-term buyers!

As everyone in real estate knows, “time is of the essence!” If 
you have a second home purchase on your radar, call me to 
do all the math needed to investigate such a purchase, get 
you pre-approved and out making offers!

Work From Anywhere?
Second Homes Still a 

Hot Commodity


