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Shocker: Older Generations Are Better
Qualified For Mortgages

If you were to review a pile of mortgage applications randomly pulled from
all of those submitted what age group do you think would look the best, the
most creditworthy on paper?

Trick question? Not at all. CorelLogic Economist Archana Pradhan recapped
such areview in the company's Insights blog and the results were just what
you would expect. The older the borrower, the stronger the credit profile.

Looking at the application information by age group she found the lowest
credit scores belonged to Millennials, those who are 19 to 35 years of age this
year. The average score for members of that age group who applied for a
mortgage between March and May 2016 was 730 compared to 770 for the
Silent Generation (those 71 and older.) In the middle of the progression were
Gen Xers, the 36 to 51 year olds, with an average score of 738 and 53 Baby
Boomers (age 52 to 70) at 753.

This only makes sense. The younger the household the less time it has had to
build a credit history. This can be compounded by limited savings and lower
levels of income at the early stages of their careers.

Mitigating the generational differences a bit (especially with Gen X), was a
higher average credit score for mortgage applications with two borrowers
rather than a single borrower, regardless of generation. Millennials, for
example, had an average score of 722 for single-borrower applications
against 735 for joint applications.

Figure 2: Average Credit Score by Generation
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National Average Mortgage Rates

Rate Change Points
Mortgage News Daily
30YR Fixed 7.27% -0.02 0.00
15YR Fixed 6.92% -0.03 0.00
30YRFHA 6.90% -0.01 0.00
30YR Jumbo 7.55% 0.00 0.00
7/6 SOFR 6.78% -0.10 0.00
30YRVA 6.91% -0.01 0.00
Rates as of: 10/30
MBS and Treasury
Price /Yield Change
MBS UMBS 6.0 99.97 +0.16
10 YR Treasury 48832 -0.0467
30 YR Treasury 5.2560 -0.0522
Pricing as of: 11/2 9:52AM EST
Recent Housing Data
Value Change
Mortgage Apps Oct 21 195 +3.39%
Building Permits Sep 1.4M +0.43%
Housing Starts Sep 1.22M  -4.24%
New Home Sales Sep 676K -1.17%
Pending Home Sales Aug 712 0%
Existing Home Sales Oct 3.99M +0.25%
Builder Confidence Oct 29 -9.38%

The interest rates provided in this newsletter are national averages from independent data sources. Rate/APR terms may differ from those listed above based on the
creditworthiness of the borrower. All information provided "as is" for informational purposes only, not intended for trading purposes or financial advice.

Read or subscribe to my newsletter online at: http://mortgagenewsletter.net/timothybaron
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Many of the same factors that affected credit scores, early career income, fewer savings, as well as less time to build equity
through homeownership, led to a higher loan-to-value (LTV) ratio among younger borrowers. That number drops with age as
steadily as the credit score rose and again with a benefit going to those two-borrower applicants. The average LTV ratio for
Millennials in Pradhan's sample was 89 percent compared to 81 percent for Generation Xers, 73 percent for Baby Boomers,
and 68 percent for members of the Silent Generation.

Figure 3: Average LTV Ratio by Generation
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The pattern changes slightly for debt-to-income (DTI) ratios. Millennials, often burdened by student debt, had the highest
ratios at 37 percent for single-borrower applications and 35 percent for joint applications. The author doesn't provide hard
numbers for the other three generations' ratios but the chart below pretty clearly indicates that it is the number of names on
the application (undoubtedly indicating the number of incomes going into the equation) rather than age that is driving the
results. Also breaking the pattern is the higher DTl among the oldest cohort, many of whom are probably retired and on a
fixed income.

Figure 4: Average DTl Ratio by Generation
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The author concludes, "Workers who are early in their working careers, such as today's Millennials, generally experience
more rapid earnings growth than older workers, and more rapid income growth than retired individuals. While their credit-
risk attributes may look weaker than for older cohorts, this potential for faster earnings growth and more savings
accumulation are important offsets in their risk profile."

Experienced. Trusted. Local.

The Arizona Loan Baron is at your service!

| would appreciate the opportunity to share with you my extensive mortgage lending experience. My client focused
approach has allowed me to build long lasting relationships and partnerships throughout Arizona. | know this market. | live
here and work here. Please allow me to be your mortgage lending partner.
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