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We Could be Looking at
Debt in the Wrong Way

BY PETER MILLER, CTW FEATURES

f ns as though your
ince doesn’t go as far as it
« did. vou may be right.
Desp ring stock prices
and little unemployment, a lot
slds teel squeczed.
n ho own a home
or would ik huy one
The issue is not one cost in

particular, but rather 2 bunch of
ost increases all ar once. New

research from former Treasury

Secretary Lawrence H. Summers
and severa urhors spells out
the pre

Home § re up almost 50%
since the start of the pandemic,
while the 30-vear mortgage rate
has wripl the historic

lows of 2021, said the report.

Given that home prices remain
at historic highs despite higher
terest rates, the interest

payment on a new 30-year
mortgage for the average house
has increased more than threefold
The inte
on a new car loan has increased

since 2021.

t payment

by more than 80% since the
start of the pandemic. It is not
surprising that this would affect
how consumers feel abourt the

cconomy

The report, entitled The Cost
of Money is Part of the Cost of
Living, raises an interesting idea:
we might be looking at debr in

the wrong way

Consider mortgage financing
In the fourth quarter of 2019,

outstanding mortgage debt
amounted to $9.95 trillion, a
sum that increased to $12.61
trillion at the end of last year. So
yes, mortgage debt has increased,
no surprise given increased
housing costs — that 50%
mentioned above

TI'he problem is that we're not
comparing apples to apples.
Yes, the amount of mortgage
debt is up, but for many recent
borrowers monthly costs have
increased far more than the
dollar amounts might suggest.
For example, mortgage interest
reached a record low — 2.65% ~
in January 2021. By late March,
the same loan was priced at
roughly 6.9%.

It may well be that two
borrowers have the same amount
of mortgage debrt, say $250,000,
but that doesn’t tell the whole
story. The borrower paying
2.75% for a $250,000 mortgage
has a monthly cost for principal
and interest of $1,021. The
borrower with the same debrt but
a 6.9% interest rate has a $1,646
monthly expense.

The higher monthly expense

is a big hurdle for many home
buyers, but that's not the end of
the story. They will also have to
pay property taxes and property
insurance, both of which have
been increasing.

Is homeownership so expensive
that it’s effectively out of reach
for traditional borrowers? You
can find no shortage of people
who believe thar view is true,

and with some reason: According
to the National Association

of Home Builders, the latest
data shows “that 64.8 million
households out of a total of
132.5 million are unable to
afford a $250,000 home.”

It might seem as though we
have an impossible problem,
but maybe not. There are some
things we can do.

First, we may see more states
getting into the home insurance
business to a greater extent than
in the past. This will happen not
because state governments want
to becorne the insurer of last
resort, but because with soaring
home prices and insurance costs,
real estate sales might fall. Fewer
sales will mean less money from
property transfer taxes, and
that's something states will want
to avoid.

Second, homeowners can do a

lot to reduce insurance risk. For
instance, in areas with fierce
storms, OwWners can remove trees
that threaten homes. Flood maps
can be used to identify properties
with less flood potential.

Third, there's a need to reduce
risk. For example, a 2020

study by the Pew Charitable
Trusts found that repetitive loss
properties (RLPs) — properties
that have had multiple claims
— represented just 1% of

the properties covered by the
National Flood Insurance
Program (NFIP) but 30% of the
claims it paid out.
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2023 #1 SELLING TEAM CL E" S FROM SALT LAKE TO ST. GEORGE

Lane, Holladay
14C 1 $7.495,000

ty cormdor. a never-hved:
n closets, along with a te

0 baths, this estate is tailored for the elite

3\62EEagre View, Sandy
880 | 12BA | 16750 SF 1 $5.990.000

unparalieled mountain retre .
offe

SE7E Masn Fam urcle Munay

8178 Newbury Grove Ln :o‘nqm—.uooc Hts 7258 W Summit Top Lane, Herriman 850 S Donner Way #102, Salt Lake City
58015 18 SF 48D 4LBD | 3BA | 4137 SF 1 S1175,000 4BD | 3BA | 2505 5F | $998.995

Exquisite near-new Craftsman style home Exquisite newm:: «.ﬂm‘ ncme Embrace modern sophistication Enjoy glorious sunsets and sparkling city

upgraded for quality with all main floor fiving.  boasting unspolied mountain vistas. 0N 0.24 acres of seranity " iights from this stunning condo

9118 SMeadow Lily Lane, West Jordan S1693WRyker Ln (Units 7, 8), Midvale 1789 Wide River Drive, St

SBD | 3BA | 1684 SF | 54749006 5479900 28D | 2BA | TI30SF | 006AC | $348,000

s New C Street townhome boasts premium  EscapetoSt Geugvvn«mstcmas-
architectural elements in a great location.  ar home:

1892 E Ashiey Mesa Lane, Sandy
SBD 1 4BA I 3240SF | 022AC 1 S825,000 58D | 3BA | 2.981SF | 0.33AC | $795.000
Immaculate two-story in a quiet and highly

desirable Sandy neighborhood

Welcome nome to suburban iving in
immaculate West Jordan Rambiler
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