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CONTINENTAL HOME MORTGAGE
Dreams funded daily
























Swanson & Johnston Lending Team





   Office: 503.439.9910





We are always here as a trusted resource for your financial questions!





Consumer Alert!





Solicitations for Option-ARM Loan programs Increase


It has come to our attention that many mortgage lenders are currently soliciting many of our past clients to refinance their existing loans with Option ARM Loan Programs.


What is an Option ARM?  These are complicated loan programs with low “teaser” rates and low initial monthly payments.  Many of these programs start out with interest rates as low as 1.00% for 1 month and then increase significantly.  As the interest rate increases the mortgage payments actually remain the same which then causes the homeowner’s loan balances to increase through negative amortization. 


Why are they popular?  With higher real estate prices and higher interest rates, many mortgage lenders are pushing these products on homeowner’s because of the low initial monthly payment. 


Why are they risky?  What is not often disclosed by lenders who push these products is that payments will increase with time as will the loan balance if the minimum monthly payment is made.   As a result, consumers are not aware that their mortgage balance is actually increasing with time.  Furthermore, lenders are paid greater commissions for pushing these loans with lengthy prepayment penalties which lock in borrowers to these products.


If you have been solicited by one of these offers and would like more information as to whether or not this loan is good product for you please contact us.  Also, visit http://www.businessweek.com/magazine/content/06_37/b4000001.htm for a good article on the subject.
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