
from selling mortgages to make more mortgages.

5. Investors
Fannie, Freddie and investment banks bundle 
the mortgages they buy into “mortgage-backed 
securities,” which are then sold to investors, who 

profit from the payments that borrowers make 
on the mortgages in the bundle. How 

much investors are willing to bid for 
mortgage-backed securities influences 
interest rates as well as the availability 
of home loans.

6. Federal Reserve
The Federal Reserve also influences 

the mortgage market because 
it sets the discount rate, or 
the amount banks charge one 

another for overnight loans. The 
discount rate plays an indirect role in 

determining mortgage rates.

7. U.S. Treasury
The Treasury Department supports 
Fannie Mae and Freddie Mac by making 

a line of credit available to them. Recently, 
Treasury officials have taken the unprecedented 
step of bringing Fannie and Freddie under 
federal control, after weakness in the housing 
and mortgage markets threatened to sink the two 
mortgage giants. 

For more information or if we can answer any other 
questions you might have, contact our office today!

•••

We like to think that people have made 
the home loan process so simple that 
you could easily get a mortgage and 

make payments on it for 30 years without having 
much of a clue as to where the money came from, 
how the interest rate was set and other 
inner-workings of the system that makes 
it possible for thousands of Americans to 
buy homes every year. With all the 
recent tumult in the lending 
industry, however, you 
have good reason to want 
to be informed about what’s going on inside 
the magic mortgage market machine. So we’ve 
arranged a peek behind the curtain at who is 
pulling the levers. Here are the 7 key players 
in the mortgage market:

1. Mortgage lenders
Used to be you’d go down to 
your local bank office to discuss 
borrowing with a loan officer. 
Now, while banks are still big 
mortgage lenders, there are a slew of other 
firms whose only business is making loans. 

2. Fannie Mae
The Federal National Mortgage Association 
(FNMA) was formed in 1938 to provide banks 
with federal money so they could make home 
loans during the Great Depression. In 1968 it  
was privatized, but as a government-sponsored 
enterprise (GSE). Fannie Mae was taken over by 
the Federal Government in late 2008. 

3. Freddie Mac
Another GSE that was recently taken over by 
the Federal Government, the Federal Home 
Mortgage Corporation (FHMC) was formed by 
the federal government in 1970 so that Fannie 
Mae did not hold a monopoly on the secondary 
mortgage market, in which Fannie and Freddie 
buy mortgage obligations from primary mortgage 
lenders (see #1). Together, Fannie and Freddie 
own more than half of all U.S. mortgage debt.

4. Investment banks
Along with Fannie and Freddie, investment banks 
are major buyers in the secondary mortgage 
market. Mortgage lenders use the cash they get 
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July 1st Brought 
New Real Estate 
Licensing 
Requirements

Whew! Much of 
my spring and 

early summer was 
spent back in the 
classroom! And I am 
pleased and relieved 
to announce that on 
June 28th I took my 
Managing Broker’s test 
and PASSED!

 For several years now the Washington 
State Department of Licensing has been 
working on a revision to the real estate 
licensing law to increase the qualification 
requirements for people who have or want 
to have a real estate license. They also 
increased the requirements for licensed 
inspectors and appraisers. Mortgage loan 
officers, who previously did not need to be 
licensed, recently underwent similar testing 
and licensing requirements. These changes 
are good for the industry and for the 
customers we serve.
 The real estate license law changes went 
into effect on July 1, 2010, increasing the 
training required to get a real estate license. 
All licensed real estate agents are now 
Brokers. Additionally, new licensees will be 
subject to heightened supervision by their 
Managing Brokers for two years. The Des-
ignated Brokers who oversee an office have 
the same credentials as a Managing Broker.
 The new regulations also specify that only 
Managing Brokers can have supervisory 
authority. (Thus, team leaders must be 
Managing Brokers.) 
 Now you know why I was so busy!
 The Managing Brokers license is the high-
est licensing credential in real estate. Having 
the Managing Brokers license ensures I con-
tinue to have the full flexibility and respon-
sibility for Team RED management. Having 
a team is not just a marketing advantage; it 
is a tangible commitment to the industry we 
serve, the transactions we manage, and the 
buyers and sellers we represent.
 We take our business seriously…and you 
have our total Team RED commitment that 
we will take your real estate needs seriously, 
too.

Cell: 206.650.6113
Office: 253.441.2281

Email: Kathy@GoTeamRED.com
Web: www.GoTeamRED.com

Kathryn 
Kleber



If you’re a homeowner, 
you can borrow 
against the value 

of your house through 
either a home equity line 
of credit (often called 
a HELOC) or a home 
equity loan (often called 

a HEL). Both are essentially a second mortgage.

What’s the difference?
A HELOC allows you to draw funds, up to a 

“A Home Equity Loan vs. a Home Equity Line of Credit...What’s the Difference?”
From the Inside

Source: Excerpted from“The Greatest Stories Never Told“ by Rick Beyer

The Greatest Stories Never Told
Being first doesn’t always mean being famous.

There are some common errors people 
make when buying a home. Be aware of 
the following home buying mistakes so 

that you can avoid them yourself.

Over-extending yourself financially
It is easy to get swept up in the excitement of 
buying a new home. One common home buying 
mistake is to make an offer on a house that will 
over-extend you financially. Even though you may 
qualify for the mortgage, it might put too much 
financial pressure on you. You do not want your 
new home purchase to add stress to your life. You 
should make sure that the monthly payment is 
something that you can comfortably afford. 

Making significant financial changes prior to closing
Another common home buying mistake is to 
make some sort of financial change before closing. 
The approval for your mortgage is based on the 

financial information that you provided to the 
lender. Buying a new car, changing jobs, or even 
adding to your credit card debt can affect your 
ability to qualify for the loan that you need. Avoid 
making any big purchases or job changes until 
after you close on your home.

Not planning for resale
In today’s mobile society, relatively few people 
stay in the same home for the full term of the 
mortgage. A common home buying mistake is to 
forget to buy with resale of the home in mind. 
Make sure that it is, for example, not too close to 
major roads or that it does not have an awkward 
floor plan. Buy a house that you are confident will 
be easy to sell when the time comes.

Not having a final walk-through
One of the last steps before closing is the final 
walk-through. Many buyers make the mistake of 

thinking that this is not necessary. It is important 
that all contingencies from the inspection have 
been taken care of and that you make sure that 
the home is in move-in condition. Make the time 
to have a final walk-through so you’ll be sure the 
home is ready prior to closing.

Forgetting to take care of the little details
There is so much to do when buying a home. 
Don’t make the common home buying mistake of 
forgetting to take care of all the details. Make a list 
of transferring all of the services at your current 
residence to your new residence and check them 
off as you make the change to avoid this common 
home buying mistake.

To ensure that you avoid these common home 
buying mistakes, consult with your Realtor®.They 
are the experts and will make sure your home 
buying experience goes as smoothly as possible. 

•••

Home Buying Mistakes to Avoid at All Costs!

predetermined limit, whenever you need money. 
There is generally a minimum payment due each 
month, with the option to pay off as much of the 
line as you want. The way that you draw and repay 
funds for a HELOC is similar to the way you draw 
and repay funds for other revolving lines of credit, 
such as a credit card. With a HEL, you receive 
a lump sum of money and have a fixed monthly 
payment that you pay off over a predetermined 
time period. In each case, the amount you can 
borrow is based on factors such as your income, 
debts, the value of your home, how much you still 

owe on your mortgage and your credit history.

The appeal of both of these types of loans is their 
interest rates, which are almost always lower than 
those of credit cards or conventional bank loans 
because they are secured against your home. In 
addition, the interest you pay on a home equity 
line or loan is often tax deductible (always consult 
your tax advisor about your particular situation).

Which is best for you?
Generally, a HELOC is a good choice to meet 
ongoing cash needs, such as college tuition 
payments or medical bills. A HEL is generally 
more suitable when you need money for a specific, 
one-time purpose, such 
as buying a car or for a 
major renovation.

Comparing the costs
Both HELOCs and 
HELs usually carry a 
slightly higher interest 
rate than that of a first 
mortgage. With a HEL, 
you may choose either an adjustable rate that 
fluctuates according to variations in the prime 
rate, or you may opt for a fixed rate. A fixed rate 
enables you to budget a set payment monthly 
without worrying about increasing costs should 
interest rates rise. With a HEL, there are also 
closing costs that you should consider.

A HELOC usually carries a slightly lower initial 
interest rate than a HEL, but its rate fluctuates 
according to the prime rate, so there is more 
interest rate risk. 

For more information or to help you determine which 
type of loan is best for you, contact our office today!

•••

In addition, the 
interest you pay on 
a home equity line 
or loan is often tax 
deductible (always 

consult your tax 
advisor about your 

particular situation).

A lexander Graham Bell invented the telephone in 1876—right? Well, actually a German schoolteacher managed 
to do it fifteen years before Bell, but he didn’t have very good PR. In 1860 Philip Reis rigged up what he described 
as an “artificial ear.” This crude instrument was built from an improbable 

assortment of items: a violin, a knitting needle, an ear carved in wood, even a piece of 
sausage. “I succeeded in inventing an apparatus by which...one can reproduce sounds of 
all kinds at any desired distance....I named the instrument [the] ‘telephone.’“

It worked — but poorly. So Reis kept tinkering with it. He hooked up a wire between his 
workshop and the school where he worked, which convinced his students that he was 
using the telephone to eavesdrop on them. He worked on his telephone for several years 
and his subsequent models each became more and more sophisticated. 

Eventually Reis sent some improved models of his telephone to scientists around the world. 
They could transmit music fairly well, but speech came out garbled at best. “Single words...
were perceptible indistinctly,” said one listener. Nobody seemed very impressed.

Most scientists at the time regarded the Reis telephone as little more than a toy. Crushed, he abandoned work on it, and 
died of tuberculosis in 1874. Two years later, Alexander Graham Bell filed the patent that earned him the glory and financial 
rewards of telephone invention. Bell’s great competitor at that time was Elisha Gray, whose application for a telephone 
patent was filed just hours after Bell’s. At the time, Gray didn’t seem to understand what he had lost out on. “The talking 
telegraph is a beautiful thing from a scientific point of view,” he wrote in 1876. “But if you look at [it] in a business light, 
it is of no importance.”

Alexander Graham Bell



You would then subtract $750 from your total 
allowable monthly debt payments to calculate 

your maximum monthly 
mortgage payment:

$2,340 (Total allowable 
monthly debt payments)
- $750 (Total monthly 
debt payments other than 
mortgage)
= $1,590 (Maximum 
mortgage payment)

In this example, the 
most you could afford 
for a home would be 
$1,590 per month. And 
keep in mind that this 
number includes private 
mortgage insurance, 
homeowner’s insurance 
and property taxes.

Exceptions to the 36 percent rule
In regions with higher home prices, it may be hard 
to stay within the 36 percent guideline. There are 
lenders that allow a debt-to-income ratio as high as 
45 percent. In addition, some mortgage programs, 
such as Federal Housing Authority mortgages and 
Veterans Administration mortgages, allow a ratio 
higher than 36 percent. But keep in mind that 
a higher ratio may increase your interest rate, so 
you may be better off in the long run with a less 
expensive home. It’s also important to try to pay 
down as much debt as possible before you begin 
looking for a mortgage, as that can help lower 
your debt-to-income ratio.

To help you determine just how much home you can 
sensibly afford, feel free to contact our office today. 
We’re here to help! 

•••

gross income (your total income before taxes and 
other expenses such as health care) by .36. For 
example, if your gross 
income is $6,500:

$6,500 (Gross 
monthly income)

x .36 (Debt-to-
income ratio)

= $2,340 (Total 
allowable monthly 
debt payments)

Next, add up all your 
family’s fixed monthly 
debt expenses, such 
as car payments, your 
minimum credit card 
payments, student 
loans and any other 
regular debt payments. 
(Include monthly child 
support, but not bills 
such as groceries or utilities.)

Minimum monthly credit card 
payments*: 
 ______________________________
 + Monthly car loan payments: 
 ______________________________
 + Other monthly debt payments: 
 ______________________________
 = Total monthly debt payments: 
 ______________________________

*Your minimum credit card payment is not your total 
balance every month. It is your required minimum 
payment — usually between two and three percent of 
the outstanding balance.

To continue with the above example, let’s assume 
your total monthly debt payments come to $750. 

If you’re like many first-time or second-
time homebuyers, chances are you’ve been 
spending your weekends driving around 
visiting open houses and new model homes. 

This is a great way to get a feel for what you want. 
The problem is that what you want isn’t always 
what you should get, or what you can afford.

Before you start touring homes for sale, it’s 
important to start off with a budget so you know 
how much you can afford to spend. Knowing what 
mortgage payment you can handle will also help 
you narrow the field so you don’t waste precious 
time touring homes that are out of your reach.

Where to begin
The key factor in figuring how much home you 
can afford is your debt-to-income ratio. This is 
the figure lenders use to determine just how much 
mortgage debt you can handle, and thus the 
maximum loan amount you will be offered. The 
ratio is based on how much personal debt you are 
carrying in relation to how much you earn, and 
it’s expressed as a percentage.

The ideal ratio
Mortgage lenders generally 
use a ratio of 36 percent as 
the guideline for how high 
your debt-to-income ratio 
should be. A ratio above 36 
percent is seen as risky, and 
the lender will likely either 
deny the loan or charge a 
higher interest rate. Another good guideline is that 
no more than 28 percent of your gross monthly 
income goes to housing expenses.

Doing the math
First, figure out how much total debt you (and 
your spouse, if applicable) can carry with a 36 
percent ratio. To do this, multiply your monthly 

Every effort has been made to verify the accuracy of the information herein, but it is not guaranteed 
and should not be relied on without specific advice from a mortgage or real estate professional.
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How Much Home Can You Afford?

U.S. President Facts
W illiam Henry Harrison was the ninth President of the United 

States. Harrison gave the longest inaugural address in history. 
At 8,444 words the address clocked in at nearly two hours in length.

Harrison is the only president who studied to become a doctor. Before 
election as president, he served as the first territorial congressional 
delegate from the Northwest Territory, governor of the Indiana Territory 
and later as a U.S. representative and senator from Ohio. 

The oldest president elected until Ronald Reagan in 1980, and the 
last President to be born before the United States Declaration of Independence, Harrison died 
on his thirty-second day in office of complications from a cold — the shortest tenure in United 
States presidential history. Harrison’s doctors tried cures, applying opium, castor oil, and Virginia 
snakeweed. However, the treatments failed and he died nine days after becoming ill. His death 
sparked a brief constitutional crisis, but that crisis ultimately resolved many questions about 
presidential succession left unanswered by the Constitution until passage of the 25th Amendment.

Knowing what mortgage 
payment you can handle 
will also help you narrow 

the field so you don’t 
waste precious time 

touring homes that are 
out of your reach.
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