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Mortgage prepayment penalties can - \
make refinancing more expensive
"'With ‘interest rates at historic lows over the last three
years, many homeowners have rushed to take advantage
by refinancing. What some haven’t bargained for,
| howevet, is the negative impact of prepayment penalties,
“The presence of prepayment penalties can make
refinancing more expensive, draining and individual’s
home equity, or even trapping a homeowner at the higher -
interest rate, increasing the risk of foreclosure,” says Henry
L. Shulruff, President of Capital Funding Corporation
(CFC). “Your real estate lawyer can explain the details and
heélp steer you away from these penalties, which are often
available with so-called *zero-cost’ loans.”.

A prepayment penalty can be as high as six months worth
of interest payments on 80 percent of the balance on your
mortgage, according to Shulruff, Most pre-payment penal-
ties expire within one to three years and dectease the longer
the loan is held. The prcs;:nc:p of prépayment penaltics is
| especially prevalent in sub-prime mortgage loans, 80% of
| which contain prepayment penalties as compared with just
‘a two- percent rate for conventional loans. .
|- “The prepayment pcnalry is one reason borrowers must

take the time to read the small prmt ** Shulruff said. “Hiring
1 a qualified lawyer to hclp with this process is essential.”
The penalties can have a de,vastatmg effect on individual -
: borrowers Shulruff saxd Accordmg to the Center for
Rcspﬂnsnble Lendmg, some 850,000 families lose an
¢stimated $2.3 billion dnnually because of these penalties.

- “Many -states, including Illinois, have taken the
pnsxtmn ‘that such penalty provisions are targeted in &
pmdaturv manner at unsnphlstlcated borrowers with
littie bargaining power, " he continued. “To prcw:nt the’
usc of such penalties, Many of these states have enacted -
. !eg:slatmn which i in some cases.is more stringent than‘ o

' emstlr;gpfederal legistation.”
. PRy ST PLianIcs apply omy 10 1ne early pay.

off of a mortgage 433 result of a refinance, “This means -
the homeowner may sell the property within the pre-
paymcnt penalty peried,” he said. ‘

 Capital Funding Corporation is a wholly owned submdla.ry
of.Attomcys Title Guaranty Fund, Inc. (ATG), a lawyet-
! service carporatmn that provides a host of real estate
 related services to lawyers and their clients in Illinois,
Wisconsin and Indiana. CFC comprises more.than 100
attorneys statew:de who help their clients obtain the
appropriate’ mortgage products for:iheir needs.
Pamc:patmg attorneys originate loans as part of the legal
representation they provide clients who are purchasing
real estate or refinancing exigting mortgages.

For additional information, call Capital Fundmg

Corporation at (630) 627-3600.
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