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M INHFESTME:HT expert writing
in a national magazine says the
highest yields in the fixed-income
markel place right now, on top gual-
ity investments, come from mort-
gage-backed securities.
The reasoning behind this is guite
simple and quite expensive for. the

: family borrowing mnneq.r ln hu,}r it

house,

Inflation has forced the cost uf
building “upwdrd so0 a house that
may have sold for §20,000 in 1970
might cost $60,000 or more now, Ev-
ervthing that goes into the house
casts more, That-especially inclu des
interest on the mortgage.

Tom Costello of Oklahoma City
points out' that it would take 12
years for a dollar to double at & per-
cent, with interest compounded. &t
12 percent, & dollar will double in
only six years. At 18 percent, com-
mon rate on retail accouhis, 8 dolk-
lar doubles in four years.

Tt is easy to see that 12 to 18 per-
ceni interest ought to bé a profita-
bie investment for those who are
Lp!tdii!_g'mﬂney.
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It should he ]I.I!-'-E as" my -m 7]
that it could be disastrous for those
who must pay these rates. Their dol-
lars are disappearing-al [wo ar
three times previogs rtales, and
when further ercded by inflation,
this rapid evaporation of  money
coild lead to bankruptcey.

Costello compares cost of boarrow-
ing £50,000 Tor 30 vears to finance &
home. At 6 percent, amortizing the
month, total
amount paid in interest would be
$58,000.

At 10 percent, with payments of
£439 per month, total Interest on a
dd-vear loan of §50,000 would be
£108,040, Costello says.

MNote the barrower is not receiving
any more money, although he would
be paying more for his house, In-
creased cost of interest would ex-
ceed the increased cuul of the huube

5 'uhelf

«_Home buvers around the ::l:runnv
are watching with concern a iest

~eaye, filed in Virginia, challenging
\ 'the right of lending inStifutions to
“colleet escrow funds without paying

, convenlence for borrowers

' high income and nther taxes.

1o be gained in saving in ad
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interest
While this m‘:ght nut 3‘:10'#: 1 aEJ
part of the interest cost of buyjng a .
home, it could add considerafgly to
it. The practice of lenders collgcting
monthly amounts 1o pay insugance
and taxes began in the 193 '

make loans more Secure. -
In those days, amounts In

were relatively small and in

rates low. ~ = f

Interest rates affect citiz
other ways, too, Costello notes
nessmen must also pay prime
or more, passing along costs
customers. And the federal g
ment is paying highrates for
to finance the national debt,
the cast to citizens in the f

Mo nnnder hﬂme: bl.l}‘l.‘-l'ﬂ'
the monthly. payments and
their #yesta Yotal amounts!
s0 might be overlooking adva



