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finance the cost of the home plus remodel-
ing expenses based on the home’s value
after improvements are made.

Because these purchase-and-reno-
vate loans are riskier than conventional
mortgages, however, rates are typi-
cally one-eighth to one-quarter of a per-
centage point higher. In addition, bor-
rowers often pay interest on the total
value of the loan, even though they
won't receive money earmarked for ren-
ovation until improvements are made.
And the lender must approve the build-
ing plans.

Already, some loans that seemed
novel just a year or two ago -have be-
come almost mainstream. One exam-
ple: interest-only mortgages, which al-
low borrowers to pay interest and no
principal in the early years of the loan.
Lee Silverman, a life-insurance sales-
man in Scottsdale, Ariz., recently
locked in a $496,000 interest-only mort-
gage that carries a 4.875% rate for the
first 10 years.

“It allows me to get the house of my
dreams at the most reasonable cost,”
says Mr. Silverman. His monthly pay-
ments will total $2,014, or roughly $600
less than he would pay without the inter-
est-only feature. At State Mortgage in
Phoenix, where Mr. Silverman got his
loan, interest-only mortgages are second
only to 30-year fixed-rate loans in popu-
larity.

But like many of these niche prod-
ucts, interest-only loans ‘have their
drawbacks. Borrowers don’t build up
any equity during the interest-only pe-
riod, which can be as long as 15 years.
As a result, if home prices fall, borrow-
ers can wind up owing more than their
home is worth.

Frothy home Tprices have also

Coca-Cola Co.

Coca-Cola Co. suspended production

. at a south Indian plant after the govern-
- ment ordered the company to stop using
. groundwater until monsoon rains start
© in June, a company official said. Coca-
- Cola issued notices to its employees and

o

the Indian state government saying that

- it would be “left with no option but to

close down its factory at Plachimada,”
the official said. Last month, the govern-
ment of southern Kerala state told Coca-
Cola that villages in the area were facing

" an acute drought and that the sofi-drink
~ company shouldn’t use groundwater un-

til June 15. The Perumatty village coun-

" cil, which controls several villages in-
- cluding Plachimada, alleged that. the
© Coca-Cola plant draws 400,000 gallons of
. water daily through dozens of wells,
. leaving 'local farmers with parched

" fields.

Last month, Vijay Bhaskar
Reddy, a Coca-Cola communications
manager, described the state govern-
ment’s decision as discriminatory and
an extreme step as the matter was pend-
Mg in court. e

Oddball Mortgages

Some of the novel mortgages aimed at
homeowners whose
budgets are
stretched
thin.

m Fixer-upper
mortgages. The loan is based
on the value of the home after
renovations. it includes money to
be used for home improvements.

m Miss-a-payment
mortgages. Lets borrowers skip
up to two mortgage payments a year
and up to 10 payments over the life of
the loan without ruining their credit rating.

= Interest-only mortgages. Borrowers
pay interest but no principal in the early years
of the loan.

m Payment option mortgages. Borrowers
each month have four payment options each
month. Borrowers who elegt to make the minimum
payment could actually see their loan balance rise
rather than fall.

m Piggyback mortgages. Loans that combine a
standard first mortgage with a home-equity loan or
line of credit to avoid private mortgage insurance or
the higher interest rates on jumbo loans.

boosted the popularity of “piggyback
loans,” which combine a standard first
mortgage with a home-equity loan or
line of credit. Piggyback loans were

3M Co.

Manufacturer 3M Co. boosted  its
earnings projection for the first quar-
ter, citing continued growth in its dis-
play and graphics business and improv-
ing industrial trends. The St. Paul,
Minn., maker of such items as Post-it
Notes and Scotch tape said it expects
first-quarter earnings of 86 cents to 88
cents a share, up from its January fore-
cast of 80 cents to 82 cents a share. The
company expects first-quarter sales-vol-
‘ume growth will be toward the higher
end of its previous projection of 5% to
8%. The company anticipates total reve-
nue growth will exceed 10% in the quar-
ter, aided in part by favorable foreign-
currency translation. In the year-ear-
lier first quarter, 3M had net income of
$502 million, or 64 cents a share, includ-
ing a charge of $58 million, on sales of
$4.32 billion. The company 1ssued its
forecast after the end of regular trad-
ing. Shares in 3M fell $1.35, or 1.8%, to
$74.87 in 4 p.m. New York Stock Ex-

#thange composite trading. .




