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Questions and Answer

WHAT {5 meant by mortgage
discounts? A mortgage is “dis-
counted® when it sells for less
than the principal amount of the
mortgage, Example, a $10,000
mortgage which sells for $9,800
was discounted $200, or 2%. This
$200 is the “mortgage discount.”
Similarly, if a $10,000 mortgage
were discounted 5%, the discount
would be $500,

WHY is it necessary to discount
mortgages? The Federal Govern-
ment controls the interest rate
on FHA and VA mortgages, At
present, the authorized interest
rate is less than the going or
prevailing rate of interest.

Therefore , VA and FHA mort-
gages at these low fixed interest
rates are less desirablethanother
investments such as bonds or con=
ventlonal mortgages which yield
a higher return, The only waya
mortgage may be made equallyde-
sirable is to *discount® it.

DO conventional loans havetobe
discounted? Almost never,because
the interest rate is flexible and
can be varied to meet the require-
ments of investors or those having
or controlling savings,

WHO PAYS the discount on FHA
and VA loans? Where a 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 Federallaw,
the buyer is prohibited from pay-
ing the discount, Since the dis-
count is a means of raising the
effective interest rate or yleld, if
the buyer were allowed to pay the
discount, he would be paying high-
er 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 mortgage bank-
er or other lender collects 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 “fed
back® over a period of years as
additional interast,

DOES the mortgage banker make
a profit bndiscount? Almost never,
and certainly not as a general
rule. In most cases, the mort=
gage banker gets a commitment,
or agreement to buy, from one
of the investors he represents,
before the loan Is closed, at a
specified discount,
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In other cases he may feel he
knows the policy of his investors
so well, he may close without a
firm *tahe-out® and depend on his
ability to sell the loan later, Some-
times, therefore, he may make a
profit or take a loss, He tries at
least to break even.

WHAT IS the amount of the dis-
coynt? The amount of discount is
controlled by the difference bet-

ween the fixed rate chargeable on
FHA or VA mortgages, and the
“going® rate asestablished by con-
ventional mortgage rates, Contact
lending institutions for current
quotations,

WHAT ABOUT discountsonpur=
chase money mortgages? Indivi-
dual sellers of real estate some=
times sell their property or equi~
ty in thelr property, andtake back,
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in exchange, mortgages to hold
themselves, If a set of circum-
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,

The UNRA Multiple ListingSys-
tem is pooled for cooperative sell-
ing. Buyers may havea selectionof
over 3,000 homes to choose from.

REAL ESTATE

If you're thinking of making a change, please stop in. We feel you will
be quite surprised. We conduct our business differently than most . . .
we dan’t “SELL" houses. We wauld rather first take you for a leisurely
drive through the PLYMOUTH-NORTHVILLE area, aquainting you with
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the advantages as well as disadvantages and price range of the homes
available. Only then do we get down to details. If you like what you see
we hope you will buy it from us. Once you decide to purchase a home
in our beautiful community we will handle all the necessary details to
make your change possible. We hope to see jou soon at . '. .

199 North Main Street
PLYMOUTH
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‘ that is one of
many fedtures you
receive at Earl Keirh

@ WE PARTICIPATE in 2 MULTI-LIST SYSTEMS

‘e EXCLUSIVE MEMBERSHIP in AIMS, Inc.
*Largest Real Estate Referral System”

e THREE OFFICES—Plymouth, Dearborn, Livonia

e ADVERTISING and PROMOTION that SELLS!

Visit our Plymouth office at 893 W. Ann Arbor Trail

or call us at 453-0012.
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