HOME AFFORDABILITY

Headlines regarding troubles in the housing market are common and would lend us to believe that prices
are beyond the reach of average wage eamners. While this can still be true in some of the higher priced
Metropolitan areas, overall, the cost of owning is now less expensive than it's been at any time since
1963.

Percentage of Individual Income to Finance a Median Priced Home

This graph shows the principal and interest payment on a median priced home (20% down, prevailing
30Yr. fixed rate loan) as a percentage of individual income for each year from 1963 through the end of
2010.

As interest rates rose in the 70's, so too did the cost of a monthly loan payment. As rates declined from
that peak in 1981, payments came back in line and dropped to the previous low point in 2002. Today, we
have reached a new low cost of ownership and are so far below the historical cost that it now only takes
a little more than half of that average to finance a home.

Many are still concerned about the economy and high unemployment, for anyone else, secure in their
job and in need of a place to live, right now may prove to be one the best home buying opportunities our
markets have provided not only in the past, but for a long time to come.
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Mortgage Do's and Don'ts

Here are some tips to make the approval and
commitment process go more smoothly

Do:

Have and maintain your financial documentation in good order:

Availability - While you may have handed over all requested documents, it's highly probable that more existing or even new docs will be requested.
It's OK to start packing but keep your financial records out of storage and close at hand.

Income - It all depends on how you're compensated but the usual paystubs, W2's and tax returns provided at the time of application may not be
enough. There will typically be additional written and/or verbal verifications done with your employer(s), CPA, even via IRS tax transcripts and
everything will need to match. Hang onto your paystubs as received as these may need to be updated per the underwriter's request at any point and
even just prior to closing.

Assets - These too may need to be updated during the process so be sure to keep your incoming account statements available. This applies to
regular checking and savings accounts along with brokerage and retirement accounts. It's also very important to be sure that you save all pages of
each statement even if it's just a cover sheet, blank page or advertisement.

Gifts - If you're receiving any gift money from relatives, there are procedures that must be followed. Many a well intentioned parent has ended up
causing problems by just handing over cash or a check. Underwriters will want to see a signed form attesting that no re-payment of these funds is
expected and they'll need an account statement from the donor to evidence where the funds came from. Lately, some underwriters will even want to
trace any recent deposits into the donors account to be sure the gift is truly that.

Current Residence - If you're renting, be sure to continue to pay your rent on time and continue to keep copies of your cancelled checks available.
If you're selling your current residence, be sure to have a copy of your HUD-1 Settlement Statement in hand. If you'll be renting your home, you may
be subject to the new guidelines that require sufficient equity, a lease and evidence of the first months rent and security deposit in place to qualify.
Keep Your Credit Shining - While pretty obvious, it still must be said - keep making any and all payments on time. Your report may need to pulled
again and any negative change to your score from inquiries, new debts, late payments, defaults, etc., can cause you to lose your approval and your
home.

Understand that things have changed - "Stated and No income verification" loans have become very rare and underwriters require full
documentation for more than you can imagine. Some requests will seem silly, intrusive or unnecessary yet this all stems from the well publicized

problems in the housing market. As well, Fannie and Freddie are forcing lenders to buy back loans for no good reason and over-documentation of new
loans is the pre-emptive and protectionist reaction to that.

Dont:

Apply for new credit - Any new credit inquiry or debt will have to be accounted for and if this is only discovered just prior to your closing it can
create delays, change the terms of your financing or in some cases, even prevent gualification and closing. If you absolutely must open a new
account, please consult with me first as we'll need to properly analyze any impact and properly document it. The same can be said for borrowing
against retirement funds- It's OK to do so but only if you still qualify with the payments added to your debt load.

Change jobs during the process - There are of course instances when this may not be your choice. However, if you're considering a switch
please be sure to consult with me first. Employment must be verified and the criteria can vary. Probationary periods can preclude use of income as
can some career changes. Status changes such as from a salaried to a commissioned position, leave of absence or the use of bonus and overtime
income unless it's been received from the same employer for the past two years are also subject to very strict rules and may not be acceptable
towards qualifying.

Make large deposits without creating a paper trail - Deposits of $1000 or more (even less in some instances) often must be sourced.
If they appear on your bank statements as transfers from one account to another or as payroll deposits, that's fine. Unidentified funds however, must
be accounted for as underwriters must assure that these do not represent borrowed money. Plan ahead, make copies of checks and deposit slips
and be especially careful when depositing multiple checks from various sources or depositing cash - whenever you're unsure, consult with me first.
Wiait to Liquidate Funds from Stock or Retirement Accounts - If you're using or borrowing against your retirement savings or broker-
age accounts, don't wait to get this done - you will need to provide evidence of the liquidation and transfer and if it's a loan, the monthly payment. If
you're cashing in stocks or bonds, the value can change at anytime and many an unfortunate soul has ended up with not enough funds to close when
their stock crashed just before they sold it.

Ever be afraid to ask questions - if you're uncertain about what you need or what you should do. I'm here to help you through the process
and am always happy to communicate even if it's long before you intend to buy. Together, we'll be sure to make the process as painless and efficient
as it can be and to get you into your new home on time.
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Maximum Agency Jumho Set to Fall

The Temporary "Agency Jumbo" limits are coming down
on October 1st, 2011

If you've not yet taken advantage of the great rates available on the Temporary High Balance or Agency Jumbo
loans which were made available you need to do it soon. These high cost area loans securitized by Fannie Mae
and Freddie Mac are going to be reduced at the end of September, 2011 by as much as $100,000 and more.

There is already talk of the private market lenders stepping in to pick up the slack but it's completely uncertain at
what rate. Fannie and Freddie at this point are more than just sponsored by the government, they are the govern-
ment and with that comes the subsidy that often makes those rates the ones that you want.

While there is work yet to be done to foster full recovery in the housing market, the palitical climate in Washington is
not one that currently favors spending tax dollars to provide subsidies when they are viewed as being to the benefit
of those that might not need them in the first place.

It is of course your tax dollars too that are providing for the existence of these loans and if you want to take full
advantage of that and the historically low rates that they come with, there is little time to waste. Purchasing,
refinancing, consolidating non tax deductible debts, paying for college or home improvements, whatever the
reason, the opportunity is at hand now - but the clock is ticking. The current maximum loan amounts vary by area
and I'll be happy to speak with you to assess the possible benefits and applicability for your personal situation.

a
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Managing Your Credit Score

A Few Tips to Establish and Maintain High Ratings

Below 620 620-690 690-740 740-780 Above 780
20%

Based on the
general US population’s
FICO scores

Credit scoring formulas and the resulting ranges into which we fall are constantly changing. The long term averages listed above
are currently more heavily weighted to the low end with more than 25% of the population now bearing a score below 600.
Change comes with the economic cycles, continual analysis and refinement of the algorithms used and even as a direct result
from attempts to subvert the system.

Like the secret recipe for Coca-Cola, few will ever know all the ingredients, yet this piece will cover the fundamentals with the
purpose of helping you to establish and maintain a healthy and legitimate score. With tighter guidelines on loan programs, insur-
ers and even employers now relying on credit scores for their decisions, it's never been more important to be prudent about this
than right now.

The more obvious:

Don't borrow more than you can afford to repay

Make all of your payments on time

Avoid excessive requests or inquiries for credit

Have an emergency account to pay for unexpected expenses

Check your report annually to contest and remove any erroneous information

The not so obvious:

Do not open new store credit cards just to save on a purchase - new accounts can lower your score and too many cards or
accounts can be difficult to manage. Saving 10% on a $300 lawn mower means nothing if it costs you even just fractionally more
on a $300,000 home loan.

Don't open new credit card accounts just to transfer balances for an introductory rate - We know this seems to defy
common sense as paying less or even no interest is usually smart. The problem is that new and too many accounts will hurt your
score. As well, these offers are usually loaded and one misstep can backfire badly. It's better to use these offers to try to leverage
a lower rate from your existing card company.

Do not close old accounts - if you have a good record of payments on old accounts, these will benefit your score due to their
age. Using them occasionally and conservatively will keep them active and contributing towards a good score.

Don't be afraid to use credit - just keep it within your means. Without the use of credit, you will have no score and that can be
just as bad as a low one.

Keep a high line and a low balance - credit utilization ratios measure this relationship and the lower the better. You must be
disciplined to avoid making use of excess credit yet those that are will be rewarded.

Maintain a variety of account types - the highest scores are usually seen when there is a combination of revolving, installment
and secured financing with excellent records of payment. However, don't run out and open an account that you don't need just
to have diversity as this is the least influential factor.
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Economy, Rates & Prices

The real estate cycle is more pronounced in some areas than it is in others. Regardless of
the degree, It's still human nature to want to buy at the best price. Yet that's often a
fleeting moment that can only be identified in hindsight. In reality, we often are most
consumed with purchasing at exactly the wrong time. Conversely, the best times to buy
are typically at the points when no one seems interested. Yet as soon as that mood changes,
the advantage we could have enjoyed to strike a truly favorable deal is gone.
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The Challenges:

With the numbers of recent foreclosures , Fannie and Freddie have been looking to spread the pain. Defaulted loans are being
sent back to lenders for re-purchase not because the lender could have somehow anticipated a job loss five years later but for
any other technical reason Fannie can find.

These "buybacks" have been demanded for ridiculous, irrelevant and very minor items that have nothing to do with loan quality.
Still, it's happening every day and the losses incured by some companies have forced them out of business.

As a result, not only are the rules tightening but underwriters are being forced to follow them to the letter and beyond. Sound
judgment has been replaced with over documentation as for those left standing, it's comply or lose their jobs.

The Solutions:

A little advance planning and preparation along with the right documentation will make the process as streamlined as can be.

Your Money- All necessary funds must be verified and all large deposits in your accounts must be documented- don't make a
deposit or transfer without creating a paper frail- i.e. photocopy everything and when in doubt, ask first.

Your Debts- Do not open new accounts. Hold off on that furniture, new car or 10% department store discount. You can create a
long delay here as credit report supplements or monthly statements could be needed.

Your Income- This will typically be verified in many ways. Paystubs, written & verbal verifications, tax returns & IRS transcripts,
etc. As well, if you receive bonus or commissions, are self employed , receive rent, alimony, child support, interest, dividends,
capital gains, etc., the quidelines for inclusion require history and evidence of continuance. Bottom line, if you're considering a
job change- talk to me first and if you're self employed, realize that every deduction you take to save on taxes this year can cost
you more in interest for the next thirty.

Your Credit- Score requirements have increased. If you're not already, you need to be extra mindful of managing your debs.
There are many things that defy common sense that will actually help protect your score- Examples: Do not close old or
unused accounts, do maintain high lines and low balance ratios, do not transfer balances to a brand new card (at least not
before buying or refinancing) and if about to buy a home, do not use your extra cash to pay off debt as sometimes, it's better to
have the cash than slightly lower balances.

Other Factors- As there are too many to list here, the most important to remember is that it's never too early to seek advice. |
deal with this everyday and I'm here to help you prepare ahead of time so you can sail through the process when the opportu-
nity is right.

The reality is that loans are closing every day. Yet what you always seem to hear about is when someone starts the financing
process only AFTER they've found a home or decided that it's time to lock in a rate and are then met with problems. Those that
wait too long often discover that the ONLY solution to their challenges is the one that they no longer have and that is time. So
the answer is clear, financing is still abundantly available, it simply goes to those that are best prepared.
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How many times are you tempted hy credit offers
that will save you money on the spot?
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Save $10, Save 20%, sign up now and receive special coupons, notices and discounts, buy now and join our VIP club,
etc. You've all seen these and perhaps even taken advantage of them - or have they taken advantage of us?

When buying a home or even refinancing your existing loan there's only one
thing to do here and that's STOP.

Do NOT go forward, do not pass "Go" do not apply for any new credit.

WHY NOT?

Fannie Mae's loan quality initiative means that your credit report might be re-pulled
just prior to closing. Any new debts or even new inquiries must be fully documented
and you may have to be re-qualified and re-approved by the underwriter.

This may be no more than an annoyance for some, an untimely delay for others, yet
could also be a major disaster for those unfortunate enough to no longer qualify
i based upon the incurrence of additional debt or even just a small dip in their credit
score.

Even in general, picking up a new charge card for your favorite store to save 10% on a single purchase can actually
cost you far more in the long run. Each new credit account can alter your credit score and these days, this can
negatively impact everything from your mortgage rate to the cost or availability of insurance and even your job, career
and livelihood. So always think twice and in particular, anytime you're in or soon to be in the mortgage application
process, never hesitate to consult with me first before making a decision "to save" that can actually wind up COSTING
you dearly instead.
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EScrow Accounts

Understanding the How and Why

Many borrowers wonder why they must have an escrow account or why they must put what seems like extra money into it up front. This flyer
should help to answer these questions.

Your account will start with a balance calculated to assure sufficient funds are available as each tax or insurance payment is made. This
calculation is made by projecting the "low point” which will equal the minimum required reserve and also factors in the regular monthly install-
ments you will make with each monthly loan payment.

In this illustration: School and City taxes total $5000 per year and insurance = $1000 per year for a total of $6000. This is paid in equal
monthly installments of $500

Each installment (and block) in this example is $500. Each month, you add a block/installment and the balance builds until an outgoing
payment is made.

‘ (i3l = money added in m = money paid out ‘

January  February March April July August S October December

Add Add Add Add Add Add Add Add Add
$500 $500 5500 $500 $500 §500 §500 5500 5500
Monthly Balance = §3,000 52,000 52,500 §3,000 $1,500 §2,000 $2,500 $3,000 $3,500 52,000 §3,000 §3,500
m
First 112 Subtract
Pa Pay
v HER e
Starting First 172 City Remaining
Balance= School Tax Balance
52,500 Tax Remaining
Which is i Balance
$1,500 Remaining Subtract
plus Low point =ETE s
Mlndmum Low Point
Balanc:

Total of
Cuslll.oﬂ 51 500 00 A $2.500

The minimum required balance - Will usually be equal to a two month cushion. This is to assure that there are sufficient funds in the account
even if two payments were missed or if an outgoing bill is paid prior to your monthly instaliment being received. In this example, the cushion
equals $1000 (two regular monthly installments at $500 each).

Why are escrow accounts usually required? - A "municipal” or "tax" lien can be the result of unpaid taxes. These can overrule an owner's or
lender's interest in a property and means that the town can actually "take" your property and sell it at auction for back taxes owed. Insurance
is equally important as few people could pay out of pocket to rebuild their home in the event of a disaster.

Having an escrow account makes the lender/servicer responsible for the timely payment of your taxes and insurance. In this case, even if
you fell behind on your payments, the other obligations would still be kept up to date. As most loans are ultimately securitized in the Mortgage
Backed Securities market, escrow accounts are perceived as adding enhanced safety and in turn, allow for more competitive interest rates.
These accounts also mean that your housing payments will usually be consistent from month to month rather than having large lump sum
payments due a few times per year. The money in this account always belongs to you and whatever balance remains at sale or refinance will
be returned to you.

| hope this explanation and visual aid help, yet I'm always happy to review your personal situation whenever you have questions.

©

&
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Buy Gold or Buy Real Estate?

Gold prices have been going up for the past few years while real estate prices have been going down. The shiny stuff is regarded as a safe haven place to
store your money in times of financial crisis. There's been little shortage of that lately and as a result, the price has performed accordingly. The risk with gold
is that it possesses little intrinsic value and in the absence of real inflation, the price moves represent either true supply and demand or pure speculation.
History is rife with examples of what happens when speculation ends and true worth is the only pricing factor remaining. As well, gold and its derivatives
have long been traded in markets where price action can occur in seconds and you either have your finger on that button or not. Hence, it's very easy to
find yourself waking up one day and realizing that you own nothing but an expensive paperweight. Conversely, real estate trades slowly and based on local
rather than global markets. Houses and land have great intrinsic value as they're something we all need everyday. Lastly, if the bottom falls out of the
market, you still have a house to live in or to rent to someone else.

GOLD

An ancient and time tested store of value/currency
Prone to theft, costs money to store and protect
Pays no dividends

Makes nice jewelry and coins but beyond that, has
limited real world use or need

Ownership can provide protection against inflation
Not easy to leverage - $1000 buys you $1000 worth
There's a limited supply but more is mined daily
Gold comes from the ground

REAL ESTATE

An ancient and time tested store of value/shelter
Hard to steal, costs money to maintain & insure
Pays dividends (shelter, food production, rent)

Rent it, own it or borrow it, everyone needs shelter
and we need it every day

Ownership can provide protection against inflation
Easy to leverage - $1000 can buy you $10,000 worth
Land - They're not making any more of it...
Exactly.....

At the end of the day, you can speculate on further price moves for gold and hope that it will pay your rent or, you can purchase a home, shelter, a good
school system / education for your kids and all the other dividends and inherent value that come along with owning . Right now, gold trades at a premium.
Real Estate on the other hand is on sale and on sale at the same time that borrowing costs are close to a record low. For savvy investors that understand
and actually practice the concept of buy low and sell high, the choice just might be pretty clear.
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