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Sub-3% Mortgages

Actions by the Federal Reserve to stimulate the economy under the unprecedented contraction in Gross Domestic Product (GDP) have lowered interest rates.
To combat the effects of the pandemic on the economy, these lower rates are an
attempt to spur investment and consumption. One area that has a significant impact on GDP growth in the United States is housing. Here the government is hoping to jump start that market to maintain jobs. The 30-year mortgage hit another
all-time low recently and now stands below 3% in certain markets. Fannie Mae, a
quasi-government program in residential mortgage lending, recently put out its
2021 forecast and sub-3% mortgages are expected nationally next year. If this prediction is true, those who are not ready to apply for a mortgage today would have
the opportunity to lock in these low rates well into next year.
The decline in rates has broken the 2012 record for the 30-year, when mortgages achieved a sub-3.5% level. The savings that are generated on a $200,000
loan are significant for 2.9% rates versus 4%. In this example, the monthly payment would be approximately $120 less. This allows the younger generation,
which has struggled to buy its first home with the higher than normal housing prices, to get into a starter home. Lower borrowing costs also allow individuals to buy
more expensive homes than they normally could. This should induce more housing
starts to create new supply, positively affecting the economy.
The one dark cloud for a stimulative housing market could be tightening
lending standards, another consequence of the pandemic. It’s hard for a bank to
lend out to someone who has lost their job or had their hours cut. Those with lower credit scores and unstable sources of income will find it hard to take advantage
of today’s low rates. For those who have saved up a down payment and have a stable source of income, this could be the opportunity of a lifetime.
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Please remember that past performance may not be indicative of future results. Different types of investments involve varying degrees of risk, and there can be no assurance that the future performance of any specific investment, investment strategy, or product (including the investments and/or investment strategies recommended or
undertaken by Valicenti Advisory Services, Inc. [“VASI]), or any non-investment related content, made reference to directly or indirectly in this commentary will be
profitable, equal any corresponding indicated historical performance level(s), be suitable for your portfolio or individual situation, or prove successful. Due to various
factors, including changing market conditions and/or applicable laws, the content may no longer be reflective of current opinions or positions. Moreover, you should not
assume that any discussion or information contained in this commentary serves as the receipt of, or as a substitute for, personalized investment advice from VASI. Please
remember to contact VASI, in writing, if there are any changes in your personal/financial situation or investment objectives for the purpose of reviewing/evaluating/
revising our previous recommendations and/or services, or if you would like to impose, add, or to modify any reasonable restrictions to our investment advisory services. VASI is neither a law Firm, nor a certified public accounting Firm, and no portion of the commentary content should be construed as legal or accounting advice.
A copy of the VASI’s current written disclosure Brochure discussing our advisory services and fees continues to remain available upon request. Please advise us if you
have not been receiving account statements (at least quarterly) from the account custodian. Historical performance results for investment indices, benchmarks, and/or
categories have been provided for general informational/comparison purposes only, and generally do not reflect the deduction of transaction and/or custodial charges, the
deduction of an investment management fee, nor the impact of taxes, the incurrence of which would have the effect of decreasing historical performance results. It
should not be assumed that your VASI account holdings correspond directly to any comparative indices or categories. Please Also Note: (1) performance results do not
reflect the impact of taxes; (2) comparative benchmarks/indices may be more or less volatile than your VASI accounts; and, (3) a description of each comparative benchmark/index is available upon request. Please Note: Limitations: Neither rankings and/or recognitions by unaffiliated rating services, publications, media, or other organizations, nor the achievement of any designation, certification, or license should be construed by a client or prospective client as a guarantee that he/she will experience a
certain level of results if VASI is engaged, or continues to be engaged, to provide investment advisory services. Rankings published by magazines, and others, generally
base their selections exclusively on information prepared and/or submitted by the recognized adviser. Rankings are generally limited to participating advisers (see link as
to participation data/criteria, to the extent applicable). Unless expressly indicated to the contrary, VASI did not pay a fee to be included on any such ranking. No ranking
or recognition should be construed as a current or past endorsement of VASI by any of its clients. ANY QUESTIONS: VASI’s Chief Compliance Officer remains available to address any questions regarding rankings and/or recognitions, including the criteria used for any reflected ranking.

