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Weekly mortgage market survey

Average rates in U.5. for 125 lertcers surveyed
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Contingencies a sign of caution

By Marilyn Kennedy Melih S .
Special to the Tribung -~ = R R

Lt the economists pour over the statlsltibs, “

There may be'a more telling sign of the tempo of
the housing market: Whetheir buyers. temper
their offers with “contingencies.” o 0"

In hot markets, buyeis ara eager’td':ﬁ}'mﬂ;és e

and don't want to softén'their offer with the con-

fingency that they must first sell their own
- home, They may not éven iniclude a gontingency -
that they must be approved for a mortgage But

when the markét cools, buyers are Imore con-

- cerned with how they cai finante a purchase. -
“About 80 percent of the time, T'm seeinga
mortgage contingenéy,”. Heidie Maslo, a Cold-

well Banker real estate agent who works Lin- "

coln Park 'recently said. However, moriths ear-' . offe
.-geht upon a sale, T
[+ Shulroff and other exp

lier when buyers were furiously ‘bidding for

properties, Maslo éstimates a mortgage contin- -

. %ency popped up in only about 10 percent of of-
€rs. Cgewn e UL S
Similarly, Maslo sil ; ‘

sales contingencies, T attrinite that to the long-

et market thmes [length of time homes are on the

market before being sold). We are probably aiso

seeing them because of seasonal factors.”
Henry Shulruff, senior vice president of Af-
i;omeig' Title Guaranty Fund, in Chicago, and
presigent of Capital Funding Corp., a Lombard
mortgage banking firm, sgrees that sales con-
tingenicies have been rare in the last seyeral
years. But hls experience indicates buyers may

be taking a more practical turn.

Mortgage approval and sales contingencies

~ can be practical protection for buyers, except
the lucky fow who have cash on hand, says Palos
Hoights real estate attorney Naomi Schuster.

Acontingendyis acondition that has tobe sat- ‘

isfied before there i= an obligation to the pur-
chasing party, Schuster sald. C
With a sales contingeney, a buyer qualifies his
chligatiens to purchase by making it contirigent
on the salo of his property by a certaln date. I

buyers are concerned that their home won't sell

in time for the closing on their new home — al-
lowing them to use the proceeds from their sale
— they should include a sales contingency in
thelr purchase contragt. .70 D T

When sellers accept ani offer with & sLa,les_ con:
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tingericy, they typlcally continue to show their
home to other buyers, says Shulruff. Undey the

_terms of many contracts, if a better offer cemes ‘
along, the sellar can give the first buyer a spec-
ified time to )ift the contingency or lose the .

*:'home, . R ‘

“Wwithout a sales contingency, though, a buyer

‘ 'progesd with the purchase orstand 1

-to Yose his earnest money, Schuster said, ~
- Piming a hoiné purchase'is a delicate &rt, of:...

“may need

inoes, with & buyer pulling out money from his’
former home and immediately usin
down the cast of the new home

markets — and have
transaction. -

Because it's mpFactical for home shoppersto”
venture out .wit]mpt.an idea oftheirpricerange, |

many buyers
x| Wy

o

standing, 2 lender ¢an provide an idea of how
big a mortgage the buyer can afford. oo

- Butthat sn't irojiclad, so whena buyer places

- & contract on & home,'it's tisually contiripent on
- the buyer recelving 2 1oar at a specified amouiit -
_"and rate within ;

time frame, Shulruft

R

Arerfain

said. .. Ly i
Tough most buyers don’t & .

there are some financial minefields that can de-

ge dpproval, like abuyer wholos-

“rail the mortgage
es his job before ¢losiig ™ v T 0 e

In an environment where Interest rates rise
quickly, a mortgage contingency can profect
buyers who cotlidp’t afford a purchase with a
loan above.a’certain’threshold, ‘said ‘Erle

Mundsinger, aloan officer with Amierican Secu- -

ity Mqrtgage}n\moﬁméngqg;c“ L
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it to pay - |

H oth Ay mioKtgage con
- tingencles are more common — even in brisk -
s5 potential to devaila f

makea preliminary visittoalend- -

" With & tureory review o “a bityer's financial

t ‘Sncownter a hitch,

ions 1o Financing, Chicago Trib-.
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