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Borrowing Against Future S till Risky

HENEVER the past catches up

with the present, the fiscal plan
of paliticians seems to be to retreat
into the fature. They simply raise
the debt limit, borrow more money
and spend for re-election.

This scheme iz being advocated
for individgals now, and it could
prove to be as disastrous for them
as It ultimately will be for govern-
ment. There must be a payday some
day!

A “debt trap” being widely pro-
mooted these davs is to borrow momn-

" ey on home equity by a second mort-
gage.

Inflation has affected the value of
houses, old and new. People who
have paid for a number of vears on
their original leans somotimes are
surprised to find how small their un-
paid balances are when compared
te present market values of their
homes.

Some loan companies are offering
to lend generously on second mort-
gages for any worthwhile purpose,
or perhaps for unstated purposes.
The interest rate, of course, will be
" clearly spelled out.

L It iz & good thing to own home
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equity, and it might be wise to bor-
row against it o pay for education,
or other necessities and invest-
ments. However, the risk invalved
ought always {o be noted.

As long as inflation continues,
there may be no problem. Fguity
will continue to increase as long as
housing costs rise. Monthly pay-
ments on both the first and second
mortgages might be handled readi-
Iy as incomes are boosted by infla-
tion, too, ’

But when the inevitable down-
trend comes, equity is the first to
go. Unpaid balances, interest costs
and monthty payments remain.

" A recent reported financial study
stated that Americans” willingness
to borrow against the futlure has
fueled much of the current expan-
sion of the economy.

Spending has been rising faster
than after-tax incomes, Mew install-
ment borrowing has been going up,
but the savings rate has been sapg-
ing. Banks and savings and Ioan
companics are competing as much
as for savings cash, it seems, as
they are for borrowers.

Variows schemes 10 make savings

appear more attractive and debis

seem to be léss onerous are Being
promoted.

Borrowerd “now may skip a |pay-
ment when Keusehold cash is short
and add it on at the end, along with
a few mdre " dallars for intdrest.
“Balloon notes” provide for rela-
tively smail fnonthly payments and
a big baldné# due at the end of the -
stipulated ppriod. Borrowers | who
can't pay may refinance, continuing
payments and interest.

Readily available credit has en-
abled Amepicans to acguire |high
living standards. It has been and is
4 good thing to have. But if individu-
als, businesses or government ex-
tend its use beyond reasonablel lm-
its, the ultimate result is bound fo
b bankruptey.

The temptation to ride inflation to
the crest s sirong, as dollars be-
come legs valuable aud more plenti-
ful.

The hazard s that inflation mighi
not last forever and a savings ac-
count would make a sudden finan-
cial recession — even loss of| em- .
Fl?rment and income — less paln-
ful.

Savings accounts also earn gosd
interest rates right now!




