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Familiarize yourself with home shopping terms

When shopping for a new house,
you may encounter some terms that
are unfamlllar to you. The following
glossary is provided by the Builders
Assoclatlon of Southeastern Michl-
gan.

Adjustable rate mortgage (ARM):
A loan whose Interest rate [ adjust-
cd according to movements n the fi-
nancial market.

® Amortization: A payment plan
by which a loan is reduced through
monthly payments of principal and
Interest.

@ Annual pereentage rate (APR):
The annual cost of eredit over the
life of a loan, including intcrest, ser-
vlce charges, polnts, loan fees, mort-
gage Insurance and other items,

Appralsal: An evaluatlen to
determine what a plece of property
would sell for In the current market-
place,

® Appreclation: The increase in
the value of a property.

@ Assessment: A tax levied on'a
property or a value placed on the
warth of a property by a taxing au-
lhorlly L

al-

® Condltions, Covenants and Re-
strictions (CC and R): The standards
that define how a property may be
used on the protections the develop-
cr makes for the benellt of all own-
er3 1n a subdlvislon.

® Conventional loan: A mortgage
loan not Insured by a government
agency (such as FHA or VA).

« Convertibility: The abillty to
change a loan-from an adjustable
r:le schedule to a fixed rate sched-
ule.

® Credit rating: A report ordered
by a lender from a credit bureau to
determine If the borrower Is a good
credit risk.

@ Default: A breach of a mort-
gage contract (l.c., not making the
required payments).

® Density: The numbers of houses
built on a partleular acre of land, Al-
lowable densitles are determined by
local jurlsdletions.

® Down payment: The difference
between the sales price and the
mortgage amount. A down payment
1s usually paid at closing.

® Duc-on-sale: A clause in a

terest rate are not necessarily Jevel,

® Graduated payment mortgage:
A fixed rate, fixed schedule loan that
starts with lower payments than a
level payment loan. The payments
rise annually over the flrst five to 10
years and then remaln constant for
the remalnder of the loan. GPMs in-
veolve negative amortization.

® Growing equity mortgage (rap-
Id payoff mortgage): A fixed-rate,

flxed-schedule loan that starts with |

the same payments as a level pay-
ment loan. The payments rise annu-
ally, with the entire increase being
used to reduce the outstanding bal-
ance, No negatlve amortlzation oc-
curs, and the increase in payments
may enable the borrower to pay off
;.\ 30-ycar loan in 15 to 20 years or
ess,

Hazard (nsurance: Protection
agalnst damage caused by flre,

— o[ Ppeeryy—

windstorm, or other common haz-
ards. Many lenders require bor-
rowers to carry It In an amount at
least equal to the mortgage.

# Housing Finance Agency
(HFA): A stale agency that offers be-
low-market- rnle financlng for low-

the entlre property,

® Level payment mortgage: A
mortgage with identleal, monthly
payments over the Itfe of the loan,

® Mortgage broker: A broker who
represents numercus lenders and
helps consumers flnd affordable

and
# Index: The interest rate or ad-
Justment a standard that determines
the changes in monthly payments for

an adjustable rate loan.
® Infrastructure: The publle fa-
cllitlu and scrvices needed to aup-
includ-

. The borker charges a fee
only if the consumer finds a loan,

® Mortgage commitment: A for-
mal wrltten communication by a
lender, agreeing to make a mortgage
loan on a speelflc property, speclfy-
ing the loan amount, length of thme
and condlti

lng highways, bridges, schools and
sewer and water systems.

@ Interest: The cost paid to a
tender for borrowed money.

® Jolnt tenancy: A form of own-
ership In which the tenants own a
property equally. If one dics, the
other would automatically Inherit

lnwlng the buyer to assume responsi-
bllity for an existing loan instead of
getting a new loan.

« Balloon: A loan that has a se-
rics of monthly payments with the
remaining balance due in a large
lump sum payment at the end.

® Blnder: A reeelpt for a deposlt
paid to secure the right to buy a
house at terms agreed upon by the
buyer and seller.

& Buydown: A subsidy (usually
pald by a builder or developer) to re-
duce the monthly paymenis on a
mortgage loan.

® Cap: A llmit to the amount an
Interest rate or a monthly payment
can Increase for an adjustable rate
loan elther during an adjustment pe-
riod or over the llfe of the loan.

@-Certlflcale of occupancy: A
document from an officlal agency
stating that the praperty meets the
requirements of local codes, ordl-
nances and regulations.

@ Closing: A meeting to sign doc-
uments that transfer property from
a seller to a buyer (also referred to
as settlement).

® Closing costs: Charges paid at
settlement for obtalnlng a mortgage
lt‘l’Laln and transferring a real estate

e,

contract req g the bor-

rower to pay the entire outstanding
balance upon sale or transler for the
property.

& Earnest money: A sum pald to
the seller to show that a potential
purchaser s serlous about buying.

® Easement: The right-ol-way
granted to a person or company au-
thorizing access to the owner’s land.
For example, a utility may be grant-
ed an cascment to install pipes or
wires. An owner may voluntarily
grant an easement or can be ordered
to grant one by a local jurisdiction.

& Equity: The difference between
the value of a house and what Is
owed aniit,

# Escrow: The handling of money
or documents by a third party on be-
half of the buyer or seller.

® Federal Houslng Adminsitra-
tion (FHA): A federal agency that in-
sures mortgages with lower down
payment requirements than conven-
tlonal loans.

® Fixed rate mortgage: A mort-
gage with an Interest rate that re-
malns constant over the life of the
loan.

® Flxed schedule mortgage: A
mortgage with a payment schedule

that Is established at closing for the
1ife of the loan. The payment and in-
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o Mortgage company: A eompa-
ny that barrows money from a bank,
lends i to consumers to buy houses,
then sclls the loans to Investors,

# Mortgagee: The lender who
makes a mortgage loan,

® Mortgage loan: A contract In
which the borrower's property is

pledged as collateral, 1t ls repaid
Installments. The mortgagor {buy
promiscs to-repay principal and
terest, keep the house insured, p.
all laxes, and keep the property
good condltions.

e Mortgage origlnation fee:
charge for the work involved In pr
paring and servlcing a mortgage a)
plicatlon {usually 1 percent of t
loan amount). !

® Negative amortlzatlon: An i
crease In the outstanding maua
when a monthly payment docs n¢
cover the monthly Interest due.

@ Note: A formal document sho
Ing the existence of a debt and sty
Ing the terms of repayment.

# PITI: Principal, intcrest, taxi
and insurance — the four may
components of manthly housing pa)
ments.
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Over 7,000 babies each year. your dollars will make a difference.
You can help save a life. Then we
can alt hear the sweet sounds of a

baby’s cry.

Imagine you're a parent, checking on
your baby in the middle of the night.
You wait for the sound of breathing. A
cry. A coo. Anything.

When SIDS (Sudden Infant
Death Syndrome) takes a victim,
there is only silence.

It's commonly known as *‘Crib
Death.”” The-death of a seemingly
healthy baby for no apparent reason.

SIDS is the number one cause

This killer strikes quickly,
quietly, with no warning. A SIDS baby
dies within seconds, usually while
he's sleeping. He suffers no pain. He
doesn’t cry out.

One of the most disturbing
facts about SIDS is that there's no
way to predict it. No way to prevent it.
Not yet.

The Southeastern Michigan
Chapter of the National SIDS
Foundation
Ror more information
or to volunteer your time, call
(313) 491-0222

1 '
 off Waked Laaa Drive on Wither st

Sales Office . )
RALPH  Open Daily 1-8 of death in infants from one week to But there is hope. With your ortoll-free (800) 221-5IDS
MANUEL  Closed Thursdays - one year old . .. causing more help we can find the cause and
- 669-3370 deaths than cystic fibrosis, childhood ~ thecure. )
- Donations of your time and of

cancer and heart disease combined.




