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How Competitive Is The Rate You Were Quoted? 
 
 If you qualify for a conventional loan program you also qualify for the best interest rate available. 
The problem is: the vast majority of people don’t know how to judge the competitive nature of the rate 
they are being offered. The following links from BankRate.com will give you the solution: 
 

https://www.bankrate.com/finance/mortgages/current-interest-rates.aspx 
 

https://www.bankrate.com/florida/mortgage-rates.aspx 
 

https://www.fanniemae.com/singlefamily/loan-limits 
 
 Just compare your quoted rates to those listed in either of the above website links and you’ll have 
the answer. You should note your quoted interest rate quote date two times: (1.) on the day the initial 
quote was made, and (2.) on the day you are prepared to lock in the rate with your lender. Your lock-in 
rate should have two specific characteristics: (1.) it should be within 0.125% of the BankRate.com rate 
listed on the day you lock, and (2.) the rate change, if any, from the date of your initial quote should 
reflect the same percentage change either up or down. If your lock-in rate doesn’t conform to these two 
variables, you should show the evidence to you loan officer and request a better deal. 
 

Locking-In Your Interest Rate 
 
 Interest rates do three things: they go up, they go down, or they stay the same. In the long run, you 
cannot predict what interest rates will do so it’s a waste of time worrying about it. If you are buying a 
house or refinancing, however, you need to carefully plan the timing when you lock in your loan’s 
interest rate. Locking in your rate requires daily, and often hourly access to fluctuating mortgage rates. 
You must also be aware that every interest rate above or below “par” will carry specific “points” that 
will affect your total cost of the loan. Adjusting your rate up or down to control your out-of-pocket loan 
costs can also be a loan officer’s illegal commission playground – laws or no laws. 
 
 As your home finance consultant, I can help you avoid “backside” loan pricing abuses that can cost 
you thousands of dollars extra over the life of your loan. I will recommend certain questions to be asked 
of potential lenders that will expose the potential for this abuse. I will also explain how to read a lender’s 
rate sheet so that you will be better prepared when it’s time to register your rate lock.  

 

Interest Rates 
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Choosing The Best Rate/Points/APR Combination – Should You Pay The Loan 
Points Out-of-Pocket Or Add Them To The Loan Amount? 
 
 There are basically four key components to a mortgage loan that will determine your monthly 
payment and your long-term costs. They are the base interest rate, the points, lender “loan costs” (junk 
fees), and the APR. Although most loan shoppers focus mainly on the interest rate, that does not give 
the complete cost analysis picture. The question that faces every borrower when it’s time to lock in an 
interest rate is: should I pay the points and junk fees out-of-pocket or roll them into the loan (finance 
them). The following chart may help you decide which makes more sense for your needs. The $ Points 
columns include the lender junk fees and the loan amount is net of a 20% down payment. 
 
 
 
 

 
 
 

Accumulated Interest Costs Compared on a $150,000.00 30-Year Fixed Rate Loan 
 
Base Interest   $ Points   $ Points     Monthly  $ Total Accumulated Interest 
     Rate %  Financed Paid Cash % APR  Payment  5 Years    15 Years    30 Years 
 
      3.750  5,000.00   0   4.019   718.00  29,888    80,221       119,980 
 
      3.750   0  5,000.00   3.750   695.00  26,794    70,566       100,083 
                  3,094         9,655   19,897 
 
 When the $5,000 in points is financed, the accumulated interest charges equal 77.44% as a 
percentage of principal. When the $5,000 in points is paid out-of-pocket the accumulated interest 
charges, based only on the $150,000 initial loan amount, is 66.66% as a percentage of principal. So, 
financing the $5,000 adds 10.78% to the loan as a percentage of principal over 30 years. Given the fact 
that the 10.78% spread over 30 years averages out to only 0.359% per year, most people would probably 
argue that it is not a significant increase to their effective rate. So, does that affect the way a borrower 
will choose to handle the points and loan junk fees up front as they prepare to lock in their loan amount? 
Perhaps – it depends on how financially savvy they are, or they decide to call me. 
 
 What do you think? Is adding 0.359% per year to your accumulated interest charge as a percentage 
of principal make your decision to finance your points a good one? Remember that you can make 
unscheduled payments to your unpaid principal balance any time you like. At some point, you might 
choose to add back the $5,000 that you financed up front to your loan balance either as a lump sum or 
in small increments. Doing that will change the end result of your accumulated interest charges to a 
lesser amount. Or you could finance the $5,000 points and put your $5,000 uncommitted cash in a CD 
paying the going rate on interest. That accumulated CD interest could significantly offset the difference 
in accumulated loan interest between a $150,000 loan and a $155,000 loan. The choice depends on your 
financial strength at the time and an analysis similar to this one based on your own particular situation. 
 

 

    The following analysis is one that you will never be offered from any loan officer. Giving free   
    advice is not a prerequisite in their job description. Their job is to close loans with the highest  
    possible profit, not to instruct borrowers how to save money selecting the right interest rate. 
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Wholesale Versus Retail Interest Rates 
 
 When you go to a bank or mortgage lender, they will usually give you a choice of two or three 
interest rates and points. But by restricting your choices, they are also restricting your flexibility. Below 
are three examples of a mortgage lender’s wholesale rate sheets. These are the type of rate sheets that 
lenders use to price their loans to retail – that means you. You’ll see how complex they are and from my 
experience as a national bank’s mortgage manager, even many loan officers can’t understand them.  
 
 One interesting detail in the following rate sheets is that Union Bank seems to limit their YSPs to 
(0.500) and (0.250) while PBM Wholesale lets them run wild and Planet Home Lending offers an 
explosion of interest rate choices. And, that’s just another reason why you need my help to be safe. I 
have access to many daily wholesale rate sheets so I will know what a retail lender is using as their 
starting point for a rate quote. 

Union Bank Wholesale Rate Sheet 

https://www.unionbank.com/Images/CurrentRateSheet.pdf 

Southern California Wholesale Rate Sheet 

https://www.pbmwholesale.com/rates/CA-Whlsle-Conv99(2).pdf 

Planet Home Lending – Tampa, Florida Wholesale Rate Sheet 

https://phltpo.com/wp-content/uploads/2017/11/PHL_Wholesale_Rate_Sheet_11-27-2017.pdf 
 

 One possible safeguard to avoiding some of these abuses, although there is no guarantee, is to apply 
for your loan at one of the largest mortgage lenders if you can qualify for a conventional loan. Since the 
biggest lenders have more to lose than smaller community lenders, they typically have more safeguards 
built it. However, even if you were initially quoted a one-point cost, lenders will usually allow a few 
backside points to fall through the cracks without punishing their loan officer. 
 
 After you apply for your loan, I will help you monitor interest rates so that you will know when to 
get your loan locked.  Although most mortgage lenders usually won’t discuss it, you can generally get a 
rate-lock for 7 days, 10 days, 15 days, 20 days, 30 days, 45 days, 60 days, or even 90 days. The longer 
the lock, the higher the points. I can help you decide which lock is best for you, depending on market 
volatility. Retail rate sheets are harder to come by because if they become public knowledge, it’s harder 
to grab the Yield Spread Premiums and they can give up whatever competitive advantage they have. 
 

Yield Spread Premiums 
 
 A Yield Spread Premium (YSP) is the money or rebate paid to any lender or mortgage broker for 
giving a borrower a higher interest rate on a loan in exchange for lower up-front costs, generally paid in 
origination fees, broker fees or discount points. When you are at the point when it is time to choose your 
interest rate and lock it in, you need to be very careful. Although the abuse of yield spread premiums has 
been mitigated by new federal laws to a large extent in recent years, you still need to understand how to 
take control of them to your own financial advantage. If this is a concern for you, and depending on your 
lender’s reputation it should be, we can prepare an analysis of their YSP use for only an extra $125.00. 
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 Don’t worry about making a costly mistake on your interest rate choice. I have helped just about all 
of my mortgage customers over the years pick them. It’s not rocket science, you just have to do your 
homework and ask the right questions. Federal law states: A loan originator may not receive 
compensation that is based on the interest rate or other loan terms. Of course, the law can’t guarantee 
that unscrupulous lenders won’t continue to abuse yield spread premiums because the government 
cannot monitor individual mortgage loans for compliance. Click the link on the following page to read 
the entire law from the Board of Governors of the Federal Reserve System. 
 

https://www.federalreserve.gov/newsevents/pressreleases/bcreg20100816d.htm 
 

 Furthermore, From the Fed: * Individual loan officers cannot be paid a higher commission by the 
lender they work for if they sell a higher interest rate to the borrower. (This takes away the incentive to 
sell higher priced loans.)  * A mortgage broker cannot collect both an origination fee and YSP. (If the 
lender charges you an administration fee, application fee, underwriting fee, processing fee, origination 
fee, or any other lender fees, then it is illegal to collect YSP. Any YSP would therefore have to be given 
to you, the borrower, as a credit.)  * If the mortgage broker is not charging any origination fee or lender 
fees whatsoever, then there is nothing in the law that prohibits them from making YSP. 
 
 Open the following link and read the detailed explanation. It appears to be a little dated, but it still 
gives a decent explanation of what yield spread premiums are. Having a working knowledge of yield 
spread premiums will help you pick an interest rate and points combination that will affect the type of 
loan you choose. Your interest rate selection can be tricky and, of course, if you hire me I will counsel 
you on what to ask the loan officer for to make sure you are treated fairly. 

 
http://www.findwell.com/blog/mortgage/beware-of-yield-spread-premium-ysp-on-your-mortgage/ 

 
 


