[image: image1.jpg]" | 9N

MAC

Capital Markets Access Company





SIX THINGS YOUR BANK MAY NOT BE TELLING YOU ABOUT YOUR LOAN
1. Indicative Rates on Proposals are Meaningless and often misleading – how to assure your rate.
Time after time, we see banks do their own version of a “bait and switch”.  Banks will give an “indicative” rate that is composed of a cost of funds plus a spread.  However, they won’t break those out.  When the time comes to close, they may advise the borrower that the cost has increased when it is actually the spread.  If the cost goes down, they may not report it at all and just keep the difference as increased spread.
2. If you have a current loan that is fixed with an internal fixed rate, this is a very good time to lower that rate.
Banks are profiting because the cost of their funds have decreased.  If the borrower currently has a loan and there is no swap, the bank may be making a larger profit.  It is a great time to ask for a reduction or get competitive quotes.
3. Banks may try to imbed yield maintenance language as a part of a prepayment penalty
There are banks that will lay off the risk of cost of funds by hedging with a swap.  They will then pass on the language which has the borrower responsible for an early payment penalty if rates have decreased.  However, they do not pass on the benefit portion of the language where the borrower would receive a payment for the early payment of a loan.  In this case, the borrower should swap himself. 
4. There is a long road between proposals and commitments
Proposals are the term sheets that are offered by the relationship manager to the client after a review of the loan essentials.  Often times, the terms have not even been reviewed by underwriting.  The only thing that counts for anything in today’s market is a Commitment Letter. As an idea of how much things have changed in the last six months, Bank of America was turning term sheets into Commitment Letters at that time in approximately one week.  Today, that process takes more than a month and is accompanied by substantially more documentation
5. Bank fees are growing but getting more difficult to find.
Banks are pressured to find more sources of revenue and are becoming increasingly creative in their approaches.  The best suggestion is to request an analysis statement from your bank.  It will list all of the fees that are charged on a periodic basis and may be quite revealing.  The borrower should then take that analysis statement and get competitive bids to quantify the differences in bank charges.
6. Pro rata personal guarantees are not the same as limited guarantees
We see banks representing that the borrower’s personal guarantee is limited to a pro rata share of the investment… and then they name the dollar amount.  Too often, the language only specifies the dollar amount rather than the percentage of debt and when the principal balance declines, the limit stays the same.  Borrowers also need to be careful about banks that ask for spousal guarantees.
