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Here Are Answers

To All Questions

WHAT is meant by mortgage
discounts? A mortgage is *‘dis-
counted’” when it sells for less
than the princitpal amount of the
mortgage. Example, a $10,000
mortgage which sells for $9,800
was discounted $200, or 2%. This
$200 is the*smortgagediscount.”.
Similarly, If 2 $10,000 mortgage
were di ted 5%, the di t
would be $500.

WHY (s It necessary to dis-
count mortgages? The Federal
Government controls the interest
rate on FHA and VA mortgages.
At present, the authorized in.
terest rate is less than the going
or prevailing rate of interest,

Theretore, VA and FHA mort-
gages at these low fixed interest
rates are less desirable than
other investments such as bonds
or convention mortgages which
yield a higher return. The only
way a mortgage may be made
equally desirable is to “discount

-equally-- desirable is to. ‘dis-.

T count™ it,

«...DO.conventional loans have to
‘be discounted? ever,
because the interest rate isflex-
fble and can be varied to meet
the requirements of investors
or those having or conotrolling
savings,

WHO PAYS the discount on
FHA and VA loans? Where &
new FHA or VA loan is placed
on a plece of property, so that
the seller can get cash for the
property, the seller pays the
discount.

WHY SHOULD it be the seller
who pays the discount on FHA
and VA mortgages? Under Fed-
eral law, the buyer is prohibited
from paying the discount, Since
the discount is a means of rais-
ing the effective interest rate
ar. yleld, if the buyer were al-
Jowed .ta_pay. the.discount, he
would be paying higher interest
than the law allows,

The buyer, of course, is re-
quired to pay all other expenses
connected with the loan except
the discount,

WHO GETS the discount on
FHA and VA loans? The mort-
gage banker or other lender col-
fects the discount at the time
the loan is made, and generally
must then pass. the discount on
by payment to the permanent
investor, This money is then
placed in reserve and “fedback”
over a period of years as ad-
ditional interest.

A highly tralned group of mem-
bers meet regularly at Associa-
tion headquarters to serve onthe
Association’s Appraisal Com-

. mittee, The currenl home sale
prices on every block on every
street in thelir territory is re-
vealed, as are the prevailing
down payment, terms and finan-

- ¢ing -rates;~— This coafidential

information, passed on only to
Association members, gives
every member salesman the
ability to tell you authoritatively
how much you can get for your
home.

DOES the mortgage banker
make a profit on discount? Al-
most never, and certainly not as
a general rule, In most cases,
the mpnme banker gets a
commitment, or agreement to
buy, {rom one of the jnvestors
he represents, before. the loan
1s closed, at a specifleddiscount.

In other cases he may feel
he knows the policy of his in-
vestors so well, he may close
without a firm *take-out’’ and
depend on hls abllity to sell the
loan later., Sometimes, there-
fore, he may make a profit or
take a loss. He tries at least
to break even.

WHAT IS the amount of the
discount? The amount of dis-

About Mortgages

count is controlled by the dif-
ference between the fixed rate
chargeable on FHA or VA mort-
gages, and the “golng'* rate as

established by conventional
mortgage rates. Contact lend-
tng institutions for current
quotations.

WHAT ABOUT discounts on
purchase money mortgages?
Individual sellers of real es-
tate ~sometimes sell their
property or equity in their
property , and take back, in
exchange, mortgages to hold
themselves,
stances arises where the holder
of such a mortgage must sell it,
he may have to sell it at a dis-
count to obtain cash,

If a set of clrcum- "~
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AT HARRISON-
WE'RE MAKING THINGS HAPPEN!

... We are as prepared to assist clients in the purchase of a home as we are to pro-

vide the finest services needed to sell your home. From the first consultation to the

successful conclusion, we will handle every detail. All transactions are personally
___supervised by Brokers and owners, Dan B. Harrison_and Chester G. Moore.

LET US MERCHANDISE YOUR HOME ...

The Professional Sales Team at Harrison-Moore are
all trained in their duties and most important, all

working together to best serve you, our clients
Call- Us

19640 Grand River Ave.
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