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Unit 10: Mortgage Basics
Lecture Outline
Learning Objectives:
Students should be able to

· explain what a mortgage is, the parties involved in a mortgage and their duties, and the instruments used in mortgaging property;

· describe the basic provisions of default and foreclosure in mortgages;

· describe what happens when a property that is already mortgaged is sold, and describe the purpose of an estoppel certificate, mortgage reduction certificate, alienation clause, assumption of mortgage, and assignment of mortgage;

· describe the purpose of and process for recording a mortgage and describe how to effect satisfaction of a mortgage lien;

· define and describe down payment, principal, loan-to-value ratio, equity, interest, servicing, usury, points, annual percentage rate, and buydowns;

· identify and describe the sources of real estate financing;

· distinguish among the basic types of available mortgages, describe the payment options for each, calculate cash needed to pay points at closing, and define amortization; and

· discuss to what extent mortgage loan payments are tax deductible.

Key Terms:
acceleration clause

adjustable-rate mortgage (ARM)

alienation clause

amortization

annual percentage rate (APR)

assignment (of mortgage)

assumption of mortgage

balloon mortgage

balloon payment

bond

buydown

ceiling

conventional mortgage

default

deficiency judgment

discount points

down payment

due-on-sale clause

equity

estoppel certificate

foreclosure

fully-amortized loan

grace period

home equity loan

index

interest

lien theory


lifetime cap

loan servicing

loan-to-value (LTV) ratio

margin/spread

mortgage

mortgage bankers

mortgage brokers

mortgage reduction certificate

mortgagee

mortgagor

negative amortization

nonconventional mortgage

note

partially amortized loan

points

prepayment penalty clause

primary mortgage market

principal

promissory note

rate cap; payment cap

satisfaction of mortgage

straight mortgage loan

subject to a mortgage

term mortgage loan

title theory

usury

Lecture Outline:
I. Key Terms

II. Mortgage Defined

A. Loan instruments
B. Duties of the mortgagor
C. Prepayment

D. Tax and insurance reserves

III. Provisions for default and foreclosure
E. Provisions for default
F. Foreclosure

1. Deed in lieu of foreclosure

2. Deficiency judgment
IV. Sale of mortgaged property
3. Alienation clause/resale clause/due-on-sale clause
4. Assignment of the mortgage
V. Recording and satisfaction
G. Recording of the mortgage
5. First and second mortgages

H. Satisfaction of the mortgage lien
VI. Common mortgage-Loan Terminology
1. Usury

2. Points
3. Annual percentage rate

4. Buydowns

5. Loan servicing

VII. Sources of real estate financing
I. Institutional lenders
6. Banks
7. Credit unions

8. Insurance companies

9. Mortgage banking companies
J. Government agencies
10. Low down payment resources
K. Private lenders

VIII. Basic types of mortgage loans
L. Term loans

M. Fully-amortized loans
N. Partially-amortized loans

O. Fixed-rate amortized loans

1. Steps required to calculate remaining principal balances on amortized loans
P. Adjustable-rate loans
IX. Tax-Deductible Interest Payments

X. Key point review
XI. Unit 10 Exam
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