Mortgage Terms

Adjustable Rate--An interest rate that changes periodically in relation to an index. Payments may increase or decrease accordingly.
Appraisal—A fee charged by an appraiser to render an opinion of market value as of a specific date. Required by most lenders to obtain a loan.

Equity—The difference between the fair market value (appraised value) of your home and your outstanding mortgage balance.

Cash Out—Receiving money back when refinancing your present mortgage.

Closing Costs—Any fees paid by the borrowers or sellers during the closing of the mortgage loan. This normally includes an origination fee, discount points, attorney’s fees, title insurance, survey, and any items which must be prepaid, such as taxes and insurance escrow payments.

Credit limit—The maximum amount that you can borrow under a home equity plan.

Down Payment—The difference between the purchase price and that portion of the purchase price being financed. Most lenders require the down payment to be paid from the buyer’s own funds. Gifts from related parties are sometimes acceptable, and must be disclosed to the lender.

First Mortgage—A mortgage which is in first lien position, taking priority over all other liens(Which are financial encumbrances).

Fixed Rate—An interest rate which is fixed for the term of the loan. Payments as well are fixed at one amount.

Home Equity Line of Credit—A loan providing you with the ability to borrow funds at the time and in the aount you choose, up to a maximum credit limit for which you have qualified. Repayment is secured y the equity in your home. Simple interest (interest-only payments on the outstanding balance) is usually tax-deductible. Often used for home improvements, major purchases or expenses, and debt consolidation.

Home Equity Loan—A fixed or adjustable rate loan obtained for a variety of purposes, secured by the equity in your home. Interest paid is usually tax-deductible. Often used for home improvement or freeing of equity for investment in other real estate or investment. Recommended by many to replace or substitute for consumer loans whose interest is not tax-deductible, such as auto or boat loans, credit card debt, medical debt, and education loans.

Interest Rate—The periodic charge, expressed as a percentage, for use of credit.

Loan to Value Ratio (LTV)—A ratio determined by deviding the sales price or appraised value into the loan amount, expressed as a percentage. For example, with a sales price of $100,000 and a mortgage loan of $80,000, your loan to value ratio would be 80%. Loans with an LTV over 80% may require Private Mortgage Insurance, defined below.

Lock or Lock In—A commitment you obtain from a lender assuring you a particular interest rate or feature for a definite time period. Provides protection should interest rates rise between the time you apply for a loan, acquire loan approval, and, subsequently, close the loan and receive the funds you have borrowed.

Mortgage Banker—Originates mortgage loans, Loaning you their funds and closing the loan in their name.

Mortgage Broker—As do mortgage bankers, takes loan application and processes the necessary paperwork. Unlike a mortgage banker, brokers do not fund the loan with their own money, but work on behalf of several investors, such as mortgage bankers, TCF and Wells Fargo’s, Banks, or investment bankers.

Prepayment Penalty—A fee paid to the lending institution for paying a loan prior to the scheduled maturity date.

Qualifying Ratios—Comparisons of a borrower’s debts and gross monthly income.

Variable Rate—An interest rate that changes periodically in relation to an index. Payments may increase or decrease accordingly.

