
Mortgage Rates

A mortgage may be the largest debt most people will incur during their lifetime. Consequently, it is imperative that this liability be properly understood, or else decisions may be made
about what type of mortgage to incur that can impact the formation of personal wealth. Home mortgages are afforded a significant tax advantage over other types of personal loans
because the interest is generally deductible for purposes of calculating Federal Income Tax.

The rates on mortgages have steadily declined since the 1980s, as the graph below illustrates.

Chart Data Source: Freddie Mac

Fixed-rate mortgages and adjustable-rate mortgages (ARMs) are the two primary mortgage types with numerous varieties within these two categories.

Fixed-Rate Mortgages
A fixed-rate mortgage charges a set rate of interest that does not change throughout the life of the loan. Although the amount of principal and interest paid each month varies from
payment to payment, the total payment remains the same. The main advantage of a fixed-rate loan is that the borrower is protected from sudden and potentially significant increases in
monthly mortgage payments if interest rates rise. The most popular types of fixed-rate mortgages are 30-year and 15-year mortgage. The reduction in the number of years in the
mortgage gives a small reduction in the interest rate of the 15-year mortgage. Since 1991, the average spread between the 30-year and 15-year mortgage has been 0.56%.

Adjustable Rate mortgages (ARM)
The interest rate for an adjustable-rate mortgage varies over time. The initial interest rate on an ARM is based upon short-term interest rates, and initially will have a rate below the rate
on a comparable fixed-rate loan. ARMs have a fixed period of time during which the initial interest rate remains constant, after which the interest rate adjusts at a prearranged
frequency. After the initial fixed-rate period, the rate will be readjusted and will be based upon prevailing rates. If interest rates have increased since the mortgage was originally taken
out, then the new rate for the next period will be higher. The rate-adjustment feature of ARMs leave the mortgage holder exposed to the risk of significantly higher monthly mortgage
payments in the future in a rising interest rate market place.

Since 1991, the average spread between the 30-year and 15-year mortgage has been 0.56%
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Disclosure

Guardian, its subsidiaries, agents and employees do not provide tax, legal, or accounting advice. Consult your tax, legal, or accounting professional regarding your individual situation.

These Third Party tools are financial assessment tools used by your Financial Professional to educate you about potential market variance. They are not intended to be a recommendation of any product or service.

The projections or other information presented are hypothetical in nature, for illustrative purposes only, do not reflect actual investment results and are not guarantees of future results. The Living Balance Sheet does not offer to sell any particular security or
solicit an offer to buy any security.

All investments involve risks that you will lose value including the amount of your initial investment. Investments that offer the potential for higher rates of return generally involve greater risk of loss. Note: reinvestment transactions that involve selling existing
investments may involve transaction costs associated with the sale of those assets, as well as transaction costs associated with the purchase of new investments. Transactions may also generate a taxable event. Actual investment returns (including
expenses), inflation, interest rates, income taxes, and study periods in your personal experience will vary from the projections shown; perhaps significantly.
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