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Q I have a full-price of fer
on my duplex that in-

volv es a wra par ound mor t-
gage. I am a little leery of a
small down payment with
high interest payments for a
few years with a balloon a t
the buyer's refinance la ter.
I 'm told they are quite le gal,
but I r eall y need to know the
pros and cons. Can you en-
l ighten me please? 

A Her e's how a wra p-
around mor tgage works.

Let's say that you sell y our
house for $500,000, and have
an existing mor tgage on the
proper ty for $300,000. Title is
transferr ed to your b uyer,
who pays you $10,000 in cash,
and you take back a mor tgage
in the amount of $490,000.
This is a second mor tgage,
because your existing mor t-
gage is not paid off at the
closing (escr ow).

Your first mor tgage car ries
an interest rate of 6 per cent
and the second trust will be
paid at 8 percent. Eac h
month, your b uyer sends y ou
a check based on the 8 per cent
inter est ra te, and you send
your cur rent lender the r egu-
lar monthly payment y ou
have always made.

Ther e is a monetary ad-
vantag e to you. You r eceive a
2percent dif fer ential on y our
existing $300,000 (because
your b uyer is paying you 8
percent) and you also r eceive
the full 8 percent on the r e-
maining $190,000 ($490,000
min us $300,000).

But there is also a disad-
vantage. Your b uyer has put
up only $10,000 and can easil y
walk a way from the deal,
leaving you stuc k with y our
existing mor tgage or having
to forec lose on the pr operty.

Q I could use help with a
rent-or-b uy decision. I

am living in a rental unit tha t
i s gover ned by city r ent-
contr ol laws. Now that I'm
paying only 60 percent of
mark et value , I feel the land-
lord's subtle pr essur e to move

out. I ha ve saved and could
qualify as a first-time buyer
in the outer sub urbs . 

On the upside are the ne w
tax credits for pur chases and
those for when I e ventually
sell. On the downside ar e
thoughts of pur chasing de pre-
cia ted pr oper ty with de preci-
ated stocks, adding a long
commute and safety ques-
tions . 

A I am not sure that I can
help you make up y our

mind as to whether y ou
should b uy. That's a v ery
personal decision .

Clearly , this is a good time
to buy. Real estate prices ar e
depressed and mor tgage
inter est rates are very lo w.
And as you kno w, there ar e
tax credits if you are a first-
time home b uyer Ð de pend-
ing of course, on your income .

Ther e are also ne gatives
involv ed. You, and not a land-
lord, will ha ve to take care of
the house, and maintain it. 

I don't a gree that you ha ve
to buy ªde precia ted pr oper-
ties.º If you are seriousl y
inter ested in exploring this
further , you might want to
speak with a couple of r eal
estate agents and ask them to
assist you in finding a nice
place to li ve. You can also do
this on your own, if you ha ve
the time and pa tience.

I believ e the stock mar ket
will e ventuall y rebound, and
ther e is serious talk in W ash-
ington that Cong ress may
allo w non-homeowners a
similar tax break that is
currentl y availab le to home-
owners who can deduct their
mortgag e interest pa yments.
So your decision should be
based on wher e and how y ou
want to li ve Ð and not solel y
based on economics. F or
several years no w, I have been
advising my clients that
buying a home should not be
consider ed an in vestment Ð
but a place to li ve and enjo y
yourself . If the pr oper ty in-
creases in value , then mor e
power to y ou.

Inman Ne ws

HOUSIN G COUNSEL

Ẁraparound'
purchase offer
worries seller
By Benny L. Kass

Successful in their o wn
fields , Mike Avis' c lients
often warn him that they
will be demanding, he sa ys.
ªBut I tell them no one is
tougher on me than I am,º
says Avis , president of A vis
Homes Inc. in Lake Bluf f. ªI
won't deli ver a house until it
has a zero punch list.º

Follo wing in the f ootsteps
of his late f ather , Mike A vis
Sr., Avis builds $1.5 million-
plus custom houses in the
norther n suburbs and r e-
models aging ones. 

ªThe houses have
chang ed,º says Avis of his
projects , compared to those
of his f ather's . ªAnd the
clients are tw o-career fami-
l ies instead of one-car eer
l ik e they w ere in the 1960s.
But the clients still want
perfection. T hat hasn't
changed.º

Typically , a client asks
Avis for help in finding a
property . Avis r eviews the
client's files of clippings and
floor plans bef ore helping
design a suita ble house. ªIn
the older neighborhoods, I
encourag e them to choose a
design that fits into the
neighborhood,º says A vis.
ªBut most of my c lients
alread y want classic designs
that will stand the test of
time.º

Per mits secured, A vis
intr oduces himself to the
neighbors and encoura ges
them to call him if they ha ve
any concerns about the
project. ªOnce in a w hile , a
neighbor calls me, but most-
ly, they are just g ra teful to
be inf or med,º says A vis . 

A lthough Avis c lients
want classic ar chitectur e on
the outside, ªthey want
cutting-edg e products on
the inside,º he sa ys. That
includes limestone, marb le,
stainless steel or w ood coun-
ter tops; commer cial-grade
appliances (ªwhether or not
they cookº says Avis), and
wide-plank w ood floors tha t

are stained dark. Light-
color ed cabinets with glaz-
ing are hot for kitc hens,
while ba thr oom cabinets
tend to ha ve dark-stained
woods.

ªOverall, they say they
want ̀ casual ele gance,' º
says Avis . ªIt's the P ottery
Bar n or R estora tion Har d-
ware look.º The exception,
he says, are some Ba by
Boomers who c huc k their
old fur nitur e and use their
new houses as excuses to
buy contemporary fur nish-
ings.

On the outs with his c li-
entele , says Avis , are hand-
scra ped wooden f loors,
wrought-ir on railings and
stained w oodwor k. 

While many custom
builders esc hew r emodeling
because of the unkno wns
that lurk, Avis relishes the
challenge . ªI am car eful,
though, to explain the pr e-

l iminary estimate is not
concr ete because we don't
yet know w hat is behind the
walls ,º says A vis . ªAfter w e
know w hat pr oblems ar e
there , such as disconnected
HVA C ducts or faulty fram-
ing, I can tell them w hat it
will cost to fix them.º

Avis limits his projects to
no more than three houses a
year, plus r emodeling
projects , he says, so ªI don't
sacrifice attention to detail.
I 'm on e very job site e very
day and the client can r each
me 24/7. And, I'm not too
proud to push a broom. I
don't want this to c hange.º
A lthough his war ranties
are for two y ears, Avis sa ys
he retur ns long after that if
anything goes wr ong.

Especiall y with r emodels,
Avis says, ªI'm part mar-
r iage counselor and par t
friend. The b uilder-client
relationship has to in volv e a
lot of trust. We must tr eat
people considera tel y and
clean up our mess.º A vis
giv es the clients hour -by-
hour sc hedules . ªThen, they
know to expect the electri-
cian at 7:30, the carpenter a t
8, and so on,º he sa ys. 

Growing up, Avis r ecalls,
he wanted to become a
doctor . ªI had the grades b ut
not the stomach for it,º he

says. After earning a de gree
in business from V anderbilt
University , he joined his
father . ªHe had me w ork tw o
weeks with e very trade
until I understood w hat
they did. I asked lots of
questions ,º Avis r ecalls . He
alread y had exposure to the
sales end of the business b y
working for a pr oduction
builder during his high
school and colle ge sum-
mers.

Off-duty , Avis is as kinetic
as he is on the job, he sa ys.
He and wife Leslie usher
their c hildr en, ages 6, 11 and
15, to their soccer and la-
crosse games and race their
boat on Lake Mic hig an. ªI
can't sit still, can't r eally
relax. I went on a cruise a
few years a go, but I couldn't
wait to get back to w ork,º he
admits.

While many home b uild-
ers are folding, Avis is thri v-
ing, he says. ªT her e was a
time ther e, during the b uild-
ing boom, when e veryone
was buying land and b uild-
ing houses. Even my dentist
was,º says A vis . ªBut f or
some of us, building houses
is our lifeblood. W e'r e still
working after the b uilding
booms end. And we ne ver
retire , because there's al-
ways one more house .º

BUILDER SN APSHOT

Translating visions into reality

Mik e Avis, pr esident of Avis Homes Inc. in Lake Bluf f, says most of his clients want classic
designs that will s t and the t est of time. DAVE SHIELDS/FOR THE TRIBUNE

From start to
finish, Avis Homes
guides, educates
d̀emanding'clients 
By Leslie Mann
SPECIAL TO THE TRIBUNE

ªThe builder-client
relationship has t o
involv e a lot of
trust.º

Cust om builder Mike A vis
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