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Glossary of Real Estate Terms

Adjustable rate mortgage (ARM) A mortgage in which the interest rate is adjusted periodically based on a preselected index. Also sometimes known as the renegotiable rate mortgage, the variable rate mortgage or the Canadian rollover mortgage. 

Amenity A nice feature of the house, but something which isn't crucial to the house's very existence. A roof, for instance, is not an amenity; it's a necessity. An amenity might be a lovely view of the sunset over a lake, or a swimming pool, or tennis court.
Amortization The period of time during which you will owe interest and principal to your lender.
Annual percentage rate (A.P.R.)  An interest rate reflecting the cost of a mortgage as a yearly rate. 
Appraisal An estimate of the value of the property, made by a qualified professional called an "appraiser". An appraisal is required by your bank to determine how much money it will lend you.
Debt ratio The amount you pay in monthly debt (credit cards, student loans, etc.) divided by your gross monthly income.
Borrower (Mortgagor) One who applies for and receives a loan in the form of a mortgage, with the intention of repaying the loan in full. 
Breach A violation of any legal obligation.	
Clear title A title that is free of liens. You've probably heard of 'you own it free and clear.' Meet 'clear.' See also cloud on title.
Closing costs Expenses incurred by buyers and sellers in transferring ownership of a property. These may include an origination fee, taxes, the costs of obtaining title insurance, transfer fees, etc. They can often total several, or many, thousands of dollars.
Comps The word is short for "comparable properties" -- properties which have recently sold that are about the same size, in the same area, with similar amenities. This help both you and the appraiser figure out what your home ought to be worth.
Condominium (Condo) A building or group of buildings in which each unit owner has title to a specific unit. They may also have the exclusive use of certain common areas. See Also co-op.
Contingency A specified condition that must be met before a contract is legally binding. The two most common contingencies in home purchasing are that 1) the house must pass the home inspection, and 2) the borrower must get the loan.
Conventional loan A mortgage not insured by the FHA or guaranteed by the VA.
Debt-to-Income Ratio The ratio, expressed as a percentage, which results when a borrower's monthly payment obligation on long-term debts is divided by his or her net effective income (FHA/VA loans) or gross monthly income (conventional loans). See housing expenses-to-income ratio.
Earnest Money Money given by a buyer to a seller as part of the purchase price, in order to bind a transaction or to assure payment.
Easement A right of way giving people other than the owner access to a property. 
Escrow Funds that are set aside and held in trust, usually for payment of taxes and insurance on real property.
Federal National Mortgage Association (FNMA), or "Fannie Mae" A tax-paying corporation created by Congress that purchases and sells conventional residential mortgages as well as those insured by FHA or guaranteed by VA. This institution, which provides funds for one in seven mortgages, makes mortgage money more available and more affordable.
FHA loan a loan insured by the Federal Housing Administration, open to all qualified home purchasers. While there are limits to the size of FHA loans, they are generous enough to handle moderately priced homes almost anywhere in the country.
Fixed-Rated Mortgage A mortgage on which the interest rate is set for the term of the loan, regardless of future interest rate fluctuations. This makes payments precisely predictable, but it is not always the cheapest alternative.
Foreclosure  A legal process by which the lender or the seller forces a sale of a mortgaged property because the 
Homeowner's insurance An insurance policy, required when you take ownership, that combines personal liability insurance and hazard insurance for the home as well as its contents.
Home warranty A warranty which will cover repairs to specified parts of a house for a specific period of time. It is provided by the seller as a condition of the sale.
Lien A claim upon a piece of property for the payment or satisfaction of a debt or obligation.
Prepayment A privilege in a mortgage which permits the borrower to make payments in advance of their due date.
Private Mortgage Insurance (PMI) Private mortgage insurance will require an initial premium payment of 1.0 percent to 5.0 percent of your mortgage amount and may require an additional monthly fee depending on you loan's structure. 

Radon A radioactive gas which seeps up from the ground. It may be found in some homes, and if it is in sufficient concentration, then it can cause health problems. A radon test is often part of the home inspection.
RESPA The Real Estate Settlement Procedures Act. RESPA is a federal law that allows consumers to review information on known or estimated settlement cost once after application and once prior to or at a settlement. The law requires lenders to furnish the information after application only.
Title A document that gives evidence of an individual's ownership of property.
VA Loan  A long-term, low-or no-down payment loan guaranteed by the Department of Veterans Affairs. Restricted to individuals qualified by military service or other entitlements.



image2.png
I
3
N

I
(
I

U
=
Z = A





image1.png
I
3
N

I
(
I

U
=
Z = A





