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Terms Covered
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A p p r a i s a l
P r i n c i p a l
A n n u a l  P e r c e n t a g e  R a t e  ( A P R )
T e r m
A m o r t i z a t i o n
P r e - A p p r o v a l
A s s e t s
F i x e d - R a t e  M o r t g a g e
A d j u s t a b l e  R a t e  M o r t g a g e  ( A R M )
H o m e o w n e r s  I n s u r a n c e
P r o p e r t y  T a x e s
D e b t - t o - I n c o m e  ( D T I )  R a t i o
D o w n  P a y m e n t
P r i v a t e  M o r t g a g e  I n s u r a n c e  ( P M I )
T i t l e
D e e d
R e a l  E s t a t e  A g e n t
E a r n e s t  M o n e y  D e p o s i t
H o m e  I n s p e c t i o n
C l o s i n g  C o s t s
S e l l e r  C o n c e s s i o n s
E s c r o w
D i s c o u n t  P o i n t s
T i t l e  I n s u r a n c e
C l o s i n g  D i s c l o s u r e



Appraisal

Appra isa ls  a re

requ i red  by  lenders

befo re  a  home loan

can be  s igned .
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A rough est imate

of  how much the

home is  wor th .

The appra isa l

te l l s  the  lender

how much can

be loaned to  the

bor rower .

Appra isa ls  come

f rom an

independent  th i rd

par ty ,  not  the

lender



Principal

The p r inc ipa l  ba lance  w i l l

sh r ink  as  payments  a re

made on  the  loan  over  t ime .
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The s ta r t ing  ba lance ,  o r  the

amount  that  i s  taken  out  in

a  loan .

I f  a  l oan  i s  taken  out  fo r

$ 1 5 0 , 0 0 0 ,  the  p r inc ipa l  amount

is  $ 1 5 0 , 0 0 0 .



Annual Percentage
Rate (APR)

Usua l l y  expressed  as  a

percentage .
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I n te rest  ra te  on  loan  amount

that  i s  pa id  on  an  annua l

bas is ,  p lus  any  add i t iona l

lender  fees .

APR inc ludes  fees .

%



Term

A 1 5 - year  te rm means  month ly

payments  w i l l  be  made fo r  1 5

years  befo re  the  loan  matures .
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The number  o f  years  the

loan  w i l l  be  pa id  on  unt i l

fu l l y  pa id  o f f .

The most  common te rms a re

1 5 ,  and  3 0 .



Amortization

An amort i zat ion  schedu le  can

ref lect  cons is tent  month ly

payments  and  keep  the

bor rower  on  t rack  to  pay  o f f

the  loan  w i th in  the  te rm .
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Process  o f  how payments

spread  out  over  t ime .

At  f i r s t ,  a  percentage  o f

payment  goes  toward  in te rest

and  a  percentage  goes

toward  the  loan  p r inc ipa l .

However ,  as  the  bor rower  ch ips

away at  the  p r inc ipa l

over  t ime ,  they  w i l l  pay  less  in

in te rest



Pre-Approval

Based on  the  in fo rmat ion

prov ided  lenders  can  determine

how much a  bor rower  qua l i f ies

fo r  in  a  home .
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Document  that  te l l s  how

much can  be  taken  out  in  a

home loan ,  based  o f f  o f

c r i te r ia  l i ke  c red i t  sco re ,

i ncome and assets

Preapprova ls  a re  more  re l iab le

than p requa l i f i cat ions .



Assets

Lenders  ver i fy  assets  to  ensure

that  the  bor rower  has  enough

money  in  sav ings  and

investments  to  cover  the

mortgage in  the  case  o f  a

f inanc ia l  emergency .
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Anyth ing  owned that  has  a

cash  va lue .

Checking 
& Savings

401k &
IRA

Stocks &
Mutual Funds

Bonds

Etc.



Fixed-Rate Mortgage

4 %  on  a  1 5 yr  f i xed - ra te  loan

means  there  w i l l  be  4 %  in te rest

on  every  month ly  payment  fo r

the  1 5 - year  l i fe  o f  the  loan .
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Loan wi th  an  in te rest

rate  that  does  not  change at

any  po int  dur ing  the  te rm of

the  loan .

Homeowners  who choose

a  f i xed - ra te  te rm of ten  be l ieve

that  ra tes  w i l l  r i se  over  the

course  o f  the i r  l oan  and  want  the

stab i l i t y  and  p red ic tab i l i t y  th is

type  o f  l oan  p rov ides .



Adjustable-Rate
Mortgage (ARM)

Afte r  s ign ing  onto  an

ARM ,  there  i s  a  shor t

per iod  o f  f i xed

inte rest  known as

the  in t roducto ry

per iod .  The

int roducto ry  per iod

can last  up  to  1 0

years
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Type o f  l oan  w i th  an

inte rest  ra te  that

var ies  depend ing  on

how market  ra tes

move .

The in te rest  ra te

dur ing  the

int roducto ry

per iod  i s  usua l l y

lower  than  what

is  o f fe red  w i th  a

f i xed - ra te  loan

Once the

int roducto ry  per iod

exp i res ,  the  in te rest

rate  fo l l ows  the

market  in te rest

rates .  But  there  a re

caps  that  l im i t  how

much i t  can  r i se .



Homeowners
Insurance

A month ly  p remium is  pa id  to

an  insurance  p rov ider  in

exchange fo r  coverage .
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Type o f  p rotect ion  that

compensates  fo r  home

damages  dur ing  a  covered

per i l .

Al though i t  i s  not  lega l l y  requ i red ,

mortgage lenders  may requ i re  a

cer ta in  leve l  o f  coverage  fo r  the

l i fe  o f  the  loan .

Storms Burglary Fire

Covered
Examples:



Property Taxes

The amount  owed in

proper ty  taxes  depends  on  the

home ’ s  va lue  and  locat ion .
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Taxes  pa id  to  the  loca l

government  fo r  own ing  a

proper ty .

Police 
Departments

Roads Libraries

Property
Taxes Fund:

Community
Development



Debt-to-Income (DTI)
Ratio

Mortgage lenders  look  at  DT I  to

make sure  there  i s  enough

money  coming  in  to  make

payments .
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DT I  i s  equa l  to  to ta l  f i xed ,

recur r ing  month ly  debts

d iv ided  by  tota l  month ly

gross  househo ld  income

=  to ta l  f i xed  month ly

debts / to ta l  g ross  househo ld

income .

Most  lenders  cate r  to  app l i cants

who have  a  DT I  o f  5 0 %  o r  l ower .



Down Payment

2 0 %  down payment  on  $ 1 0 0 , 0 0 0

l oan  means  $ 2 0 , 0 0 0  w i l l  be

brought  to  c los ing .
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F i rs t  payment  made on

mortgage loan ,  b rought  to

tab le  at  t ime o f  c los ing .

Most  loan  types  requ i re  some

k ind  o f  down payment ,  however

some types  o f  government -

backed  loans  may a l l ow the

purchase  o f  a  home wi th  no

down payment



Private Mortgage
Insurance (PMI)

I f  l ess  than a  2 0 %  down

payment  i s  made ,  many  lenders

wi l l  requ i re  bor rower  to  pay

PMI .
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Type o f  insurance  that

protects  lender  in  the  event

that  the  bor rower  defau l ts

on  the  loan .



Title

The t i t le  inc ludes  a  phys ica l

desc r ip t ion  o f  the  p roper ty ,  the

names o f  anyone who owns the

proper ty  and  any  l i ens  on  the

home .
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Proof  that  the  bor rower  owns

the  home .

“ I ’ m on the  t i t le ”  re fe rs  to  some

k ind  o f  lega l  ownersh ip  o f  the

proper ty .



Deed

The deed i s  rece ived  when the
loan  i s  c losed .
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A deed i s  the  phys ica l

document  that  p roves

ownersh ip  o f  the  home .



Real Estate Agent

Rea l  estate  agents  can  show
homes in  your  p r i ce  range ,  d raw
up of fe r  le t te rs  and  work  w i th
se l le rs  to  get  a  g reat  dea l  on  a
home
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Loca l  p roper ty  p ro fess iona l

who can  he lp  you  shop  fo r  a

home more  e f fect ive ly .  

2 Types of Real Estate Agents

Buyer's 
Agent

Seller's
Agent



Earnest Money
Deposit

Most  a re  equa l  to  1 % - 2 %  o f  the

home ’ s  va lue .
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A check  wr i t ten  to  a  se l le r

when an  o f fe r  i s  made on  a

home ,  l e t t ing  the  se l le r

know the  o f fe r  i s  se r ious .

I f  the  se l le r  accepts  the  o f fe r ,  the

earnest  money  depos i t  goes

towards  the  down payment  at

c los ing .



Home Inspection

An inspector  w i l l  wa lk  th rough
the  home and test  th ings  l i ke
heat ing  o r  coo l ing  systems ,

l i ght  swi tches ,  and  app l iances
to  see  i f  anyth ing  needs  to  be
repa i red  o r  rep laced
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I dent i f ies  spec i f i c  p rob lems

in  the  home .



Closing Costs

The spec i f i c  costs  depend on

the  locat ion  and  p roper ty  type .
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Sett lement  costs  and  fees

pa id  to  the  lender  in

exchange fo r  f ina l i z ing  the

loan .

C los ing  costs  usua l l y  equa l

between 3 % - 6 %  o f  the  tota l  va lue

of  the  loan .

Appriasal 
Fees

Loan Origination
Fees

Pest Inspection
Fees

 

Closing Costs
Can Include:



Seller Concessions

I t  might  be  asked  that  the  se l le r

cover  th ings  l i ke  appra isa l  fees

or  the  t i t le  search .
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C lauses  the  buyer  inc ludes

wi th  the  o f fe r  to  buy  a  home

that  asks  the  se l le r  to  pay

cer ta in  c los ing  costs .

A se l le r  can  re ject  the

concess ions  o r  send  a

countero f fe r  w i th  concess ions

removed



The esc row account  a l l ows  the

bor rower  to  sp l i t  taxes  and

insurance  over  1 2  months

instead  o f  pay ing  a l l  a t  once .

Escrow accounts  a re  where

lenders  to  ho ld  money  fo r

p roper ty  taxes  o r

homeowner ' s  insurance .

A lender  may add  esc row

payments  to  month ly  mortgage

dues  a long  w i th  p r inc ipa l

and  in te rest  payments .

Escrow
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Discount Points

One d iscount  po int  i s

equa l  to  1 %  o f  the

loan  va lue .  The  more

purchased ,  the  lower

the  in te rest  ra te  w i l l

be .
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Opt iona l  c los ing  cost

where  a  bor rower

can pay  to  “ buy ”  a

lower  in te rest  ra te .

D iscount  po ints

must  be  covered

in  cash  at

c los ing .

Essent ia l l y  the

bor rower  w i l l  pay

more  upf ront  but

en joy  sav ings  over

the  l i fe  o f  the  loan

%



Title Insurance

T i t le  insurance

protects  aga inst

outs ide  c la ims to  the

proper ty .

MORTGAGE TERMS 1 0 1

Common c los ing

cost .

I t  i s  a  s ing le

payment  at

c los ing .

Protects  the  owner

fo r  as  long  as  they

own the  home .



Closing Disclosure

I nc ludes  in te rest

rate ,  l oan  p r inc ipa l ,

and c los ing  costs

that  must  be  pa id .
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Document  that

shows the  f ina l

te rms o f  the  loan .

Lender  i s  lega l l y  requ i red

to  g ive  the  bor rower  at

least  3  days  to  rev iew the

c los ing  d isc losure  befo re

s ign ing  on  the  loan .


