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APPLICATIONS FOR private mortgage insurance—required for home
buyers with less than a 20 percent down payment—increased
maore than 70 percent hetween 1999 and 2002. But lately, more and
more huyers are using “piggyback loans” to bridge the gapto a
down payment, lowering monthly payments and getting a tax break,
too. Here's how.

Say you want to purchase a $350,000 home but are $35,000
short of the 20 percent down payment. If you go the PMI route, you'll

spend $1,889 on the principal and interest to your 30-year, 6
percent mortgage, plus $137 for your PMI premium. If you take out a
$35,000 piggyback loan, which is typically a variable-rate line of
credit that now averages 5 percent, and add that to your $35,000
down payment, you'll pay $1,679 per month on your first mortgage
and $146 per month for interest on the piggyback—or $201 less per
month than with the PMI option. Plus, interest on the piggyback is

tax-deductible; PM| premiums aren't. —Evelyn Ellison Twitchell
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