




Mortgage Terms and Definitions
Mortgage:

A document that uses real property to secure 

payment of debt or note
Purchase Money Mortgage:
A mortgage executed by a borrower to secure part of the purchase price of real property and delivered simultaneously with the transfer of title to the buyers via a deed.

Refinance Mortgage
A mortgage used to pay off an existing mortgage –normally to obtain better terms 

Second Mortgage:
A mortgage given to a borrower for any purpose in which the mortgage is inferior to a superior “first” mortgage.

Real Property:
Land, buildings and other improvements permanently affixed to the land

Note:
The borrowers written promise to repay according to its terms

Mortgagee:
A lender who acquires interest in a borrower’s real property to secure repayment of a note.

Open-end Mortgage:
A mortgage that permits the mortgagor to borrow additional funds (line of credit), usually up to the amount of the debt (credit limit)

Closed-end Mortgage:
A mortgage in which the amount of money borrowed is fixed and additional funds can not be borrowed without re-signing a new note
Closing:
The final state of a real estate transaction, when the deed and the purchase money are exchanged and all the lender documents are executed
Rescission Period:
A three day “right to cancel” an executed mortgage that is afforded the borrower when the home is primary residence.  The “Right of Rescission” is a Federal law.

Foreclosure:
A procedure in which property used as security for a debt or note is repossessed and sold in the event of default to satisfy the debt or note
Fixed Rate Mortgage:
A rate that remains constant throughout the term of the note

Adjustable Rate Mortgage: 
A flexible rate mortgage in which the rate can change 

(A.R.M.)
throughout the term of the note

Fixed Period ARM:
A rate that is fixed for a period of time and then becomes an adjustable rate mortgage thereafter.  Normally the initial “fixed period” rate is lower than the current 30-year rate 

Processing:
The gathering of documentation and verifications of a borrower’s information given on an application, and subsequently prepared and packaged for submission to underwriting
Underwriting:
The process in which an application for a mortgage is reviewed for qualifying factors in order for the mortgage to be granted

Debt Ratio:
A percentage ratio that is calculated by dividing the amount of debt into the amount of income that will be used to service the debt

Loan-to-Value:
A percentage ratio that is calculated by dividing the loan amount into the value of the home

Credit Grade:
A credit rating assigned to a borrower by an underwriter based on a Lender’s guidelines, according to how many late payments have been made by the borrower during a specific period of time 

Credit Score:
A score assigned to the credit profile of a borrower.  Since the early 1990’s this score has been almost exclusively used to qualify or disqualify a borrower for a variety of mortgage loan programs

Origination: 
The interview and application of a mortgage loan request by an officer or licensed mortgage broker

Discount Points:
The amount of pre-paid interest paid at closing, up front, by a borrower in order to obtain a lower rate throughout the term of the loan.  Used to “buy down” the rate

Origination Points:
A fee paid at closing that is normally associated with “origination” of the loan application and used to pay a commission to the loan officer who generated the application

Mortgage Banker:
A lender using their own money to fund mortgage loans with the intention of servicing the loan.  Normally with more restrictive underwriting guidelines limiting the amount of mortgage products available 

Correspondent Lender:
A lender licensed to use a warehouse line of money, supplied by a mortgage banker, to fund mortgage loans with the intention of ultimately selling the note and servicing of the loan within 90 days of closing

Mortgage Broker Business:
A mortgage company licensed to use any contracted mortgage bankers or non-institutional investors to fund mortgage loans originated by its licensed mortgage brokers

Mortgage Broker:
A person licensed to act on behalf of borrower, and employed or contracted by a Mortgage Broker Business, for the purpose of obtaining the best available mortgage terms according to the borrower’s qualifications.

Loan Officer
A person not required to be licensed who normally takes the initial loan application but does not make any loan decision, and does not act on behalf of the borrower – works for a Mortgage Lender or Bank
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