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adjustable-rate mortgage (ARM)
interest rate (continued)
margin, 85-86, 143
monthly adjusting, 89
negative amortization, 87-89, 143
adjusted gross income (AGI), 209
adjustment frequency, 86, 89, 247
adjustment period, 247
Agency Case Number, loan
application, 152
AGI (adjusted gross income), 209
alimony payments, 158
amortization
definition, 63, 247
fully amortized loan, 63, 90
negative, 67, 87-89, 116, 138-139,
203, 256
of refinance loan origination fee, 171
amortization tables
3.000% to 5.875% interest rate, 216
6.000% to 8.875% interest rate, 217
9.000% to 11.875% interest rate, 218
12.000% to 14.875% interest rate, 219
15.000% to 18.000% interest rate, 219
monthly loan payment formula, 215
annual percentage rate (APR)
actual versus quoted, 136

of adjustable-rate mortgage (ARM), 136

definition, 248
truth-in-lending law and, 135
annuity
advances, effect on Supplemental
Security Income (SSI) benefits, 191
definition, 248
apartment, cooperative, 43-44, 99-101
application fee, 136
application, loan
continuation sheet, 162
documents required, 149-151
Equal Credit Opportunity Act and, 164
finding red flags on, 32

help with completing, 152
lying on, 151, 153
questions about process, asking
lenders, 118
refinancing, 178
right to receive a copy of the appraisal,
163-164
Section I: Type of Mortgage and Terms
of Loan, 152
Section II: Property Information and
Purpose of Loan, 152-154
Section IlI: Borrower Information,
154-155
Section IV: Employment Information,
155-156
Section V: Monthly Income and Housing
Expense Projections, 156-158
Section VI: Assets and Liabilities,
158-159
Section VII: Details of Transaction, 160
Section VIII: Declarations, 160-161
Section IX: Acknowledgment and
Agreement, 161
Section X: Information for Government
Monitoring Purposes, 162
application risk scores, 46
appraisal
of current market value for PMI
discontinuation, 74
definition, 248
for refinancing, 178
for reverse mortgages, 189
right to receive a copy of, 163-164
appraisal fees, 137
appraiser, 31, 42-43
appreciation
definition, 248
effect on reverse mortgage, 190
APR. See annual percentage rate
ARM. See adjustable-rate mortgage
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ARM index. See adjustable-rate mortgage
(ARM) indexes
assessed value, 248
Assets and Liabilities (loan application
section), 158-159
assumable mortgage
adjustable-rate mortgages, 82, 92
asking lender about, 141, 145
definition, 248
lender tricks, 82
attorney fees, 15
automated underwriting, 32-33

ol e

B paper lender, 40
balloon loan
balloon payments, 70, 101
bridge loans, 106-108
construction loans, 108
definition, 101, 248
80-10-10 financing as, 102-106
interest-only loans, 88
mortgage brokers and, 116
owner-carry financing and, 90
refinancing, 168
second mortgage as, 101, 104
balloon payment, 70, 101
Bank Rate (Web site), 131
bank statements, 154
bankruptcy
correlation to number of credit
inquiries, 54
effect on credit score, 48
time on credit report, 50
trying to hide, 32
beneficiary, 65
board of directors, of cooperatives, 100
Bob Bruss (Web site), 131
bonds, 158, 185
bonus, 35

Borrower Information (loan application
section), 154-155
borrower’s remorse
phase 1, 179-180
phase 2, 180-181
bridge loan
cost of, 107
definition, 249
disadvantages of, 106-108
interest rate, 107
Britton, Ray (lender), 32
broker, mortgage
benefits of using, 112-113
commissions, 113, 116-117, 124
definition, 112, 256
effect on your costs, 113-114
hidden agendas, 203
how they are paid, 113
interviewing, 116-117
junk fees paid to, 14
negotiation with, 116
online, 124
referrals, 114-115
specialization by, 117
Brown, Ray
Home Buying For Dummies, 14-15, 25,
43,114,119
House Selling For Dummies, 94, 114,
173, 195
Bruss, Bob (real estate attorney), 131
budget, 34, 38
bulk, buying in, 21
bullet loans, 102, 104

oo

calculator, online, 125, 193-194
cap
asking lender about, 143
assumability and, 82
definition, 249
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cap (continued)
lifetime, 87, 143, 175-176
periodic, 87, 143, 174-175
rate caps, 87
resetting ARM, 174-176
typical, 77
cash advance, reverse mortgage,
187, 188
cash flow, negative, 158
cash reserve
definition, 249
emergency, 77, 212
underwriting process and, 31
cash-out refinances, 168, 176-177
certificates of deposit (CDs)
as ARM index, 83-84
definition, 249
child support payments, 158
choosing a mortgage
adjustable-rate, 81-89, 141-147,
201-202
annual percentage rate (APR), 135-136
application fee, 136
applying to more than one lender, 148
appraisal costs, 136
credit report fee, 137
dangerous loan features, avoiding,
138-139
financial risk considerations, 7678
fixed-rate, 79-81, 139-141, 144, 201-202
hybrid loans, 89, 202
interest rate, 134-135
interview worksheet, adjustable-rate
mortgage, 141-147
interview worksheet, fixed-rate
mortgage, 139-141, 144
length of expected homeownership as
factor in, 76
money amount needed as factor in,
78-79
negative amortization, 138-139
points, 134-135

prepayment penalties, 138
processing fee, 136
questions to ask, 76-79
rate lock terms, 142
sources of loans, 90
30-year versus 15-year, 91-92
when interest rates are high, 92
closing costs
amount of, 14
attorney fees, 15
budgeting for, 14-16
definition, 249
escrow fees, 15
homeowners insurance, 15
loan-origination fee, 14-15, 34
mailing fees, 16
mortgage lender questions concerning
source of, 154
notary fees, 16
prepaid loan interest, 16
property inspections, 15
property tax, 15
recording fees, 16
for reverse mortgages, 189
title insurance, 15
coborrower, 40
collection agencies, 47
commissions, mortgage broker, 113,
116-117, 124
condominiums
definition, 250
homeowners association, 100
legal structure of, 99
confidentiality, 125-126
conforming loan, 69, 78, 105, 250
construction loan
application information, 153
description, 108
consumer debt
disclosing on loan application, 158
125-percent mortgage, consequences
of, 97



Index 265

outstanding balances, 33
purging, 21
consumer interest, 96
contingencies, 250
conventional loans
government loans compared, 67-68
market share, 67, 90
private mortgage insurance (PMI) on, 73
convertible adjustable-rate
mortgages, 250
cooperatives (co-ops)
board of directors, 100
definition, 250
legal structure of loans, 99
as problem properties, 43-44, 100-101
Cornell Law School Web site, 131
cosigner
definition, 250
risk, 38
Cost of Funds Index (COFI)
as ARM index, 84
definition, 252
costs. See closing costs; fees
credit bureau
errors in reports, finding, 47
FICO score differences between
bureaus, 48
free copy of report, 57
major agencies, 41, 45
credit card debt, 30, 33, 98, 202
credit cards
closing unused, 52
effect on credit score, 51-54
new accounts, 53, 54
payment history, 50
credit history
assessment of, 46—47
conquering crummy, 40
of cosigner, 38
length of, 51
loan preapproval and, 27
reestablishing, 53

credit line. See also home equity lines
of credit (HELOCs)
definition, 250
home equity loan, 94
reverse mortgages and, 187, 189
credit rating. See credit score
credit report. See also credit score
attempts to hide bad, 32
checking, 47
collection items, 47
correcting, 41
cost, 46, 137
definition, 251
errors in, 47
identifying information in, 46
inquiries, 47
public record information, 47
seller financing and, 119
trade lines, 47
what goes into, 46-47
credit risk, 45-46, 48
credit score. See also FICO score
application risk scores, 46
changes in, 48
checking, 48-49, 53, 56-57
current debt and, 51-52
customer risk scores, 46
factors in, 33
Freddie Mac use of, 33
improving, 49-54
inquiries, 33, 54-55
length of credit history, 52
minimum information needed to
calculate, 48
new credit and, 52-53
open credit accounts effect on, 30
payment history, 49-51
types of credit in use, 54
what is considered, 49-55
what is ignored, 55-56
when to check, 48, 57
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credit, signs of trouble with, 98
current market value, 74
customer risk scores, 46
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Deadlinenews.com, 131
debt
consolidating with 125-percent home
equity loan, 202
credit card, 30, 33, 98, 202
disclosing on loan application, 158
effect on credit score, 51
indebtedness, excessive, 37-38
paying off, 52
proper use of, 23
purging consumer, 21
reverse mortgages and, 183, 186, 188
rising debt, falling equity loan, 183
signs of trouble, 98
debt, affordability of mortgage
expenses of homeownership, 10-17
impact of home on financial
future, 17-24
lender input on, 199-200
monthly spending analysis, 9
overextending yourself, 199-200
personal financial situation and, 8
stretching yourself financially, 11
debt consolidation loan, 94
debt-to-income ratio
definition, 251
lender analysis of, 30
reducing, 38
Declarations (loan application section),
160-161
deductible, homeowners insurance, 13
deduction, tax
definition, 258
limitations on, 209
market value test of deductibility, 96
mortgage interest, 12, 23-24, 96, 209

$100,000 test of deductibility, 96
of refinance loan origination fee, 171
retirement account, 22
deed
definition, 251
proprietary lease compared, 43
deeds of trust, as security
instruments, 65
default, 251
delinquency
definition, 251
effect on credit score, 50
Department of Housing and Urban
Development, 128
Department of Veterans Affairs, 67,
128-129, 259
depreciation
definition, 251
rental property, 157
self-employment and, 10
Details of Transaction (loan application
section), 160
directories, of mortgage lenders, 126-127
disposable income, 77
down payment
asking lender about, 140-141, 145
definition, 251
in 80-10-10 financing, 102-106
in 80-20-0 financing, 103
increasing, 39
interest rate link to, 23
for jumbo loan, 69
loan-to-value ratio, 31
mortgage lender questions concerning
source of, 154
parents as source of, 32, 35
from retirement accounts, 22
size of, 23-24, 140-141, 145
sources of cash for, 34
tax impact consideration, 23-24
due-on-sale clause, 251
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earthquake insurance, 252
ECOA (Equal Credit Opportunity Act),
57, 164
80-10-10 financing
advantages of, 104-106
for decreasing first mortgage size, 79,
105-106
private mortgage insurance (PMI),
avoiding, 14, 102
seller financing, 36
sources for second mortgage, 103
11th District Cost of Funds Index (COFI),
84, 252
E-Loan (Web site), 130
emergency cash reserve, 77, 212
emergency financial cushion, 23
employment
gap in, 156
history, 155-156
home relocation, 35
lender verification of, 27, 30, 156
Employment Information (loan
application section), 155-156
encumbrance, 252
Equal Credit Opportunity Act (ECOA),
57, 164
Equifax (credit bureau), 41, 45
equity
definition, 74, 93, 252
liquidity of, 94
sharing, 26
tapping with reverse mortgages, 183,
184, 186
€SCrow
definition, 252
fees, 15
expenses of homeownership
closing costs, 14-16
home improvements, 17
insurance, 13-14

maintenance costs, 16
mortgage payments, 10-12
property taxes, 12, 15
tax write offs, 12-13

Experian (credit bureau), 41, 45

ofF e

Fair Credit Reporting Act, 41
Fair Isaac Corporation, 33, 45, 56. See
also FICO score
fair market value (FMV), 42
Fannie Mae
definition, 253
guarantees by, 151
Home Keeper mortgage, 186, 192, 193
long-term indebtedness, guideline, 38
maximum mortgage amounts, 68-69,
78, 105
mission of, 68
secondary mortgage market, 28
underwriting guidelines, 28
Web site, 128
Farmers Home Administration (FmHA),
68. See also FmHA mortgage
Federal Citizen Information Center, 128
Federal Home Loan Bank Board, 84
Federal Home Loan Mortgage
Corporation (FHLMC), 28, 252. See
also Freddie Mac
Federal Housing Administration (FHA)
mortgage. See FHA mortgage
Federal National Mortgage Association
(FNMA), 28, 253. See also Fannie Mae
Federal Trade Commission, 129
fees
on adjustable-rate mortgage (ARM), 143
application, 136
appraisal, 137
asking lender about, 140, 143
attorney, 15
closing costs, 14-16
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fees (continued)
credit report, 137
escrow, 15
on fixed-rate mortgage (FRM), 140
junk, 14, 137
legitimate, 14
loan conversion, 174
loan origination, 14-15, 34, 136, 171,
189-190
mailing, 16
notary, 16
processing, 136
rate lock, 142
recording, 16
reverse mortgage servicing fee, 189-190
FHA (Federal Housing Administration)
mortgage
description, 67, 253
government insurance/guarantee of, 73
history of, 67
information resource, 128
lender participation, 67
prepayment penalty, lack of, 71
FHLMC (Federal Home Loan Mortgage
Corporation), 28, 252. See also
Freddie Mac
FICO score
changes in, 48
checking, 49, 53, 56
correlation to default, 34
current debt and, 51-52
differences between bureaus, 48-49
improving, 49-54
inquiries, 54-55
interest rate link to, 34
interpreting, 56
length of credit history, 52
managing, 56-57
minimum information needed to
calculate, 48
myFICO Web site, 53, 56
new credit and, 52-53

payment history, 49-51
range, 33, 45
score reasons, 56
simulator, 56
types of credit in use, 54
what is considered, 49-55
what is ignored, 55-56
when to check, 48, 57
15-year mortgage, 91-92, 176
financial risk, of adjustable-rate
mortgage (ARM), 76-78
first mortgage, 63
first-time home-buyers
IRA withdrawal, 22, 35
state and federal programs for, 36
fixed-rate mortgage (FRM)
ARM conversion to, 174
choosing, 79-81, 139-141, 144, 201-202
definition, 66, 253
drawbacks of, 79, 81
impound account and, 66
interest rates, 79-80
interview worksheet, 139-141, 144
length of homeownership as
consideration in choosing, 76
nonassumable, 79, 81
private mortgage insurance (PMI)
premiums, 73
fixed-term reverse mortgage, 253
fixer-uppers, 44
FmHA mortgage
government insurance/guarantee of, 73
prepayment penalty, lack of, 71
rural area requirement, 68
FMV (fair market value), 42
FNMA (Federal National Mortgage
Association), 28, 253. See also
Fannie Mae
foreclosure
bridge loans and, 107
in credit history, 30
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deeds of trust and, 66
definition, 29, 253
home equity lines of credit (HELOCs)
and, 95
lender dislike of, 29, 32
mortgages and, 65
security instruments and, 63
seller financing and, 121
Form 1003, 151. See also Uniform
Residential Loan Application
formula
for calculating adjustable-rate
mortgage (ARM) interest rate, 86
definition, 253
magic refinancing, 170-171
monthly loan payment, 215
forward mortgage, 183
401(k) plan, 22, 24, 35, 91, 210
403(b) plan, 24, 91, 210
fraud, 11, 151
Freddie Mac
credit score use, 33, 34
definition, 252
guarantees by, 151
long-term indebtedness, guideline, 38
maximum mortgage amounts, 68-69,
78, 105
mission of, 68
secondary mortgage market, 28
underwriting guidelines, 28
Web site, 128
FRM. See fixed-rate mortgage
fully amortized loan, 63, 90, 101
fully indexed rate, 86

oG o

GI Bill of Rights, 67
gifts, 32, 36, 154
goals, establishing financial, 21-22

good faith estimate of loan costs, junk
fees in, 14
government loans
Department of Veterans Affairs (VA), 67
Farmers Home Administration
(FmHA), 67
Federal Housing Administration
(FHA), 67
market share, 90
Web sites, 128-129
graduated-payment mortgage (GPM),
67, 253

o/ o

hard prepayment penalty, 72, 138
HECM. See Home Equity Conversion
Mortgage
HELOCsSs. See home equity lines of credit
history, credit
assessment of, 46-47
conquering crummy, 40
of cosigner, 38
length of, 51
loan preapproval and, 27
reestablishing, 53
Home Buying For Dummies (Eric Tyson
and Ray Brown), 14-15, 25, 43,
114,119
home equity, 254
home equity conversion, 254
Home Equity Conversion
Mortgage (HECM)
availability of, 186
choosing, 192-193
definition, 254
examining with online calculator, 1934
origination fee, 189, 190
qualifying for, 186
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home equity lines of credit (HELOCs)
bridge loan, 107
customizing, 95
as debt consolidation loans, 94
as financial tool, 94
interest deductibility, 12
interest rate, 95
125-percent, 96-97
operating instructions, 95
tax considerations, 95-96
using, 94
home equity loan
construction loan, 108
customizing, 95
as debt consolidation loans, 94
definition, 254
in 80-10-10 financing, 103
as financial tool, 94
interest deductibility, 12
interest rate, 95
125-percent, 96-97, 202
operating instructions, 95
reverse mortgage compared, 185
tax considerations, 95-96
using, 94
home improvement, cost of, 17
Home Keeper, 186, 192, 193, 254
Home-Made Money: A Consumer’s Guide
to Reverse Mortgages (AARP
publication), 195
homeowners association, condominium,
100
homeowners insurance
as closing cost, 15
cost, 13
definition, 254
mortgage lender estimates, 157-158
homeownership expenses
closing costs, 14-16
home improvements, 17
insurance, 13-14
maintenance costs, 16

mortgage payments, 10-12
property taxes, 12, 15
tax write offs, 12-13
Homestore (Web site), 131
House Selling For Dummies (Eric Tyson
and Ray Brown), 94, 114, 173, 195
housing expense
homeowner’s insurance, 13-14
mortgage lender calculation of, 10
mortgage payment, 10-12
property taxes, 12, 15
ratio, 11
Housing Expenses (loan application
section), 156-157
HSH Associates, 115, 129-130
HUD (U.S. Department of Housing and
Urban Development), 128
hybrid loans
choosing, 89
description, 67, 254
length of homeownership as
consideration in choosing, 76
7/23s, 89

o]e

icons, used in this book, 4
impound account, 12, 66
income
debt-to-income ratio, 30, 38, 251
disclosure on loan application, 156-157
disposable, 77
insufficient, 38-39
lender verification of, 27, 30
reverse mortgages and, 184
underwriting process and, 30
income tax withholding allowance, 35
indebtedness, excessive, 37-38
index
asking lender about, 143
certificates of deposit (CDs), 83-84
definition, 254
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11th District Cost of Funds Index, 84
London Interbank Offered Rate Index
(LIBOR), 84
treasury bills (T-bills), 83
Individual Retirement Account (IRA)
first-time home-buyer IRA withdrawal,
22, 35
tax-deductibility, 91
Information for Government Monitoring
Purposes (loan application
section), 162
Inman.com, 131
inquiries
appearance on credit report, 47
effect on FICO score, 54-55
involuntary, 47
length of time on credit report, 53
rate shopping, 55
voluntary, 47
inspection, property, 15
installment loan
effect on credit score, 51
paying down, 51
insurance
earthquake, 252
flood, 253
homeowners, 13, 15, 157-158, 254
life, 35
mortgage life, 205, 256
personal property, 13
private mortgage insurance (PMI),
13-14, 15, 257
rate lock as, 142
refinance rate, 170
title, 15, 170, 259
integrity, underwriting process and,
29-30
interest
consumer, 96
as loan component, 62
loan term, relationship to, 62
prepaid loan interest, 16

interest rate
adjustable-rate mortgage (ARM), 81-89
annual percentage rate (APR), 135-136
asking lender about, 140, 143
borrower’s remorse and, 179-181
bridge loan, 107
choosing mortgages and, 76, 134-135
definition, 62, 254
FICO score link to, 34
fixed-rate mortgage (FRM), 79-80
fully indexed rate, 86
home equity lines of credit
(HELOCs), 95
hybrid loans, 89
link to loan term, 70
loan-to-value ratio link to, 96, 177
lock terms, 142, 145
on no-fee mortgages, 137
on nonconforming loan, 69, 78
125-percent home equity loans and, 97
online shopping for, 124
points tradeoff, 134-135
reverse mortgages and, 186
seller financing and, 120
short-term, 76
teaser rate, 81, 258
total annual rate compared, 191
2-percent rule for refinancing, 169-170
interest rate indexes
certificates of deposit (CDs), 83-84
11th District Cost of Funds Index, 84
London Interbank Offered Rate Index
(LIBOR), 84
treasury bills (T-bills), 83
interest-only loans, 88
Internal Revenue Service (IRS)
market value test of deductibility, 96
mortgage lender requests to, 151
$100,000 test of deductibility, 96
tax benefits of homeownership, 12-13
W-2 forms, 30

271
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Internet mortgage sites
attractions of online shopping, 124
Bank Rate, 131
Bob Bruss, 131
calculators, 125
cautions on, 124-127
comparing offline shopping, 126
confidentiality, 125-126
Cornell Law School, 131
Deadlinenews.com, 131
directories of lenders, 126-127
E-Loan, 130
government sites, 128-129
Homestore, 131
HSH Associates, 129-130
Inman.com, 131
Mortgage Banker’s Association, 131
quality control, 125
recommended, 127-131
interview worksheet
adjustable-rate mortgage (ARM),
141-147
fixed-rate mortgage (FRM),
139-141, 144
interviewing
mortgage broker, 116-117
mortgage lenders, 117-118
investments
documents for application process, 154
instead of prepaying mortgage, 208
rate of return, 24, 209
risk issues, 211
IRA (Individual Retirement Account)
first-time home-buyer IRA withdrawal,
22, 35
tax-deductibility, 91
IRS (Internal Revenue Service)
market value test of deductibility, 96
mortgage lender requests to, 151
$100,000 test of deductibility, 96
tax benefits of homeownership, 12-13
W-2 forms, 30

° ] °

job stability, 30

joint tenancy, 153

jumbo loan
definition, 255
down payment amount, 69
80-10-10 financing and, 105-106
interest rate, 69, 78

junior mortgage, 63

junk fees, 14, 137

oK o

Keogh plan, 22, 91

o/ o

landlord, request for letter from, 155
late charge, 255
late payment, effect on credit score,
48-50
lease, proprietary, 43, 99
legal description, 152
Lender Case Number, loan
application, 152
lender, mortgage
appraisal, requirement for, 137
B paper (sub-prime), 40
candor of, 118
construction loan from, 108
credit risk assessment by, 45-47
debt repayment calculation, 11
directories of, 126-127
documents required by, 149-151
in 80-10-10 financing, 103, 104-105
fees, 136-137
finding the best, 112
housing expense ratio calculation,
10-11
impound accounts and, 12
Internet mortgage sites, 123-131



interviewing, 117-118
junk fees paid to, 14
lists of, 115
lying to, 11, 32, 151
mortgage brokers, working with, 113
negotiating with, 118
points quotes from, 134-135
preapproval by, 27-28
rate lock terms, 142
redlining by, 43
referrals, 114-115, 118
security and confidentiality
policies, 126
specialization, 117
underwriting, 28-34
liabilities, listing on loan application,
158-159
LIBOR (London Interbank Offered
Rate Index)
as ARM index, 84
definition, 255
lien
definition, 255
home equity lines of credit (HELOCs)
and, 95
mortgage as, 63-65
life insurance
mortgage, 205, 256
as source of down payment cash, 35
lifetime advances, 255
lifetime cap
definition, 255
necessity for, 87
refinancing and, 175-176
line of credit. See also home equity lines
of credit (HELOCs)
home equity loans and, 94
reverse mortgages and, 187, 189
liquid asset, 158, 191
liquidity, 94, 212
loan advances, 255

loan amortization tables, 215-220
loan application
continuation sheet, 162
documents required, 149-151
Equal Credit Opportunity Act and, 164
finding red flags on, 32
help with completing, 152
lying on, 151, 153
questions about process, asking
lenders, 118
refinancing, 178
right to receive a copy of the appraisal,
163-164
Section I: Type of Mortgage and Terms
of Loan, 152
Section II: Property Information and
Purpose of Loan, 152-154
Section IlI: Borrower Information,
154-155
Section IV: Employment Information,
155-156
Section V: Monthly Income and Housing
Expense Projections, 156-158
Section VI: Assets and Liabilities,
158-159
Section VII: Details of Transaction, 160
Section VIII: Declarations, 160-161
Section IX: Acknowledgment and
Agreement, 161
Section X: Information for Government
Monitoring Purposes, 162
loan balance, reverse mortgages and,
183, 188, 189
Loan Calculator, AARP Web site, 193-194
loan components
amortization, 63
interest, 62
principal, 62
term, 62-63
loan interest, prepaid, 16
loan officer, prequalification by, 26-27

Index 2 73
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loan origination fee
amortization, 171
annual percentage rate and, 136
FICO score effect on, 34
refinancing loan, 171
reverse mortgages, 189, 190
size of, 14-15
loan prequalification
definition, 257
preapproval compared, 26-27, 200
loan principle balance tables, 221-246
loan term. See term
loan types. See also specific types
adjustable, 67
balloon loan, 70, 101-108
bridge loan, 106-108
conforming, 69
construction loan, 108
conventional, 67
co-op loans, 99-101
debt consolidation, 94
80-10-10 financing, 102-106
fixed, 66
government, 67-68
graduated-payment mortgage
(GPM), 67
home equity loans, 93-96
hybrid, 67
interest-only, 88
invention of new, 93
jumbo, 69
long-term, 70
nonconforming, 69
125-percent home equity loans,
96-97, 202
short-term, 30, 70
loan-to-value (LTV) ratio
bridge loans and, 107
interest rate link to, 96, 177
lender analysis of, 31, 96
125-percent home equity loans and, 96

private mortgage insurance (PMI)
premiums and, 74
refinancing and, 177
lock-in, 255
London Interbank Offered Rate Index
(LIBOR)
as ARM index, 84
definition, 255
long-term mortgage, 70
LTV. See loan-to-value (LTV) ratio
lump-sum payment
definition, 256
reverse mortgage, 187

ol o

magic formula, refinancing, 170-171
mailing fees, 16
maintenance costs, 16
margin
adjustable-rate mortgages (ARMs),
85-86
asking lender about, 143
definition, 256
market value test, of home equity loan
deductibility, 96
marriage penalty, 24
maturity, 256
Medicaid, 191
Medicare, 191
Money Saver icon, 4
Monthly Income and Housing Expense
Projections (loan application
section), 156-158
monthly loan payment
asking lender about, 141, 145
formula, 215
highest allowed, 77
lowering with refinancing, 168-172
125-percent mortgage, consequences
of, 97
reverse mortgage, 186



monthly spending, analysis of, 9
Mortgage Banker’s Association
(Web site), 131
mortgage brokers
benefits of using, 112-113
commissions, 113, 116-117, 124
definition, 112, 256
effect on your costs, 113-114
hidden agendas, 203
how they are paid, 113
interviewing, 116-117
junk fees paid to, 14
negotiation with, 116
online, 124
referrals, 114-115
specialization by, 117
mortgage debt, affordability of
expenses of homeownership, 10-17
impact of home on financial future,
17-24
lender input on, 199-200
monthly spending analysis, 9
overextending yourself, 199-200
personal financial situation and, 8
stretching yourself financially, 11
mortgage insurance, 72-73. See also
private mortgage insurance (PMI)
mortgage interest deductibility, 12,
23-24, 96, 209
mortgage lender
appraisal, requirement for, 137
B paper (sub-prime), 40
candor of, 118
construction loan from, 108
credit risk assessment by, 45-47
debt repayment calculation, 11
directories of, 126-127
documents required by, 149-151
in 80-10-10 financing, 103, 104-105
fees, 136-137
finding the best, 112
housing expense ratio calculation, 10-11

impound accounts and, 12

Internet mortgage sites, 123-131

interviewing, 117-118

junk fees paid to, 14

lists of, 115

lying to, 11, 32, 151

mortgage brokers, working with, 113

negotiating with, 118

points quotes from, 134-135

preapproval by, 27-28

rate lock terms, 142

redlining by, 43

referrals, 114-115, 118

security and confidentiality
policies, 126

specialization, 117

underwriting, 28-34

mortgage life insurance
avoiding, 205
definition, 256
mortgage loan application

continuation sheet, 162

documents required, 149-151

Equal Credit Opportunity Act and, 164

finding red flags on, 32

help with completing, 152

lying on, 11, 151, 153

questions about process, asking
lenders, 118

refinancing, 178

right to receive a copy of the appraisal,
163-164

Section I: Type of Mortgage and Terms
of Loan, 152

Section II: Property Information and
Purpose of Loan, 152-154

Section IlI: Borrower Information,
154-155

Section IV: Employment Information,
155-156

Section V: Monthly Income and Housing
Expense Projections, 156-158
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mortgage loan application (continued)
Section VI: Assets and Liabilities,
158-159
Section VII: Details of Transaction, 160
Section VIII: Declarations, 160-161
Section IX: Acknowledgment and
Agreement, 161
Section X: Information for Government
Monitoring Purposes, 162
mortgage no-nos
confusing prequalification with
preapproval, 200-201
mortgage brokers with hidden
agendas, 203
mortgage life insurance, 205
negative amortization, 203
125-percent home equity loans, 202
overextending yourself, 199-200
prepayment penalties, 201
reverse mortgages, fears of, 204-205
selecting mortgages by wrong criteria,
201-202
2-percent rule, strict adherence to, 204
mortgagee, 65
mortgages
calculating amount of payments, 11-12
definition, 256
how they operate, 65
lender ratios, 10-11
real property as security, 64
as security instrument, 64-65
uses of, 63
mortgagor, 65
myFICO (Web site), 53, 56

o\ o

negative amortization
adjustable-rate mortgages and, 67,
87-89, 139, 143, 203
avoiding, 88-89
definition, 139, 256

how it happens, 139, 203
mortgage brokers and, 116, 139
negative cash flow, 158
net rental income, 157
newspaper real estate sections,
shopping for a lender in, 115
NIV (no income verification) loan, 151
no-fee mortgages, 137, 138
nonconforming loan
down payment amount, 69
80-10-10 financing and, 105-106
interest rate, 69, 78
no-nos. See mortgage no-nos
nonrecourse mortgage, 184, 188, 256
notary fees, 16

o () o

$100,000 test, of home equity loan
deductibility, 96
125-percent home equity loans,
96-97, 202
ongoing costs, 189
online mortgage calculators, 125
origination, 256
origination fee, loan. See also points
amortization, 171
annual percentage rate and, 136
FICO score effect on, 34
refinancing loan, 171
reverse mortgages, 189, 190
size of, 14-15
overextending on a mortgage, 199-200
owner-carry financing. See also seller
financing
credit problems, overcoming, 40
as down payment source, 36-37
in 80-10-10 financing, 103
frequency of, 90
second mortgage, 103, 104
when interest rates are high, 92
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paperwork, 149-151
parents
as down payment source, 32, 35
equity sharing agreement, 26
parties
deeds of trust, 65
mortgage, 65
pay stubs, 30
payment history, effect on credit score,
49-51
payment, monthly
asking lender about, 141, 145
formula, 215
highest allowed, 77
lowering with refinancing, 168-172
125-percent mortgage, consequences
of, 97
reverse mortgage, 186
payment shock, 158
penalty, prepayment
amount of, 71, 72
avoiding, 138, 141, 201
checking for, 71, 138, 145
decision to prepay, effect on, 210
definition, 257
duration of, 72
hard, 72, 138
soft, 72
understanding mortgage clause, 72
periodic cap
definition, 257
frequency of adjustment, 87
refinancing and, 174-175
perjury, 11, 151
Perkins, Broderick (writer), 131
Personal Finance For Dummies
(Eric Tyson), 98
personal property
insurance, 13
real property compared, 63

PMI. See private mortgage insurance
points
asking lender about, 140, 143
choosing a mortgage and, 134-135
definition, 134, 257
interest tradeoff, 134-135
mortgage broker commission and, 116
refinancing, 171
seller financing and, 120
tax treatment, 171
portfolio lenders, 28
preapproval, loan
advantages of, 27-28, 200-201
cost, 28
definition, 257
prequalification compared, 26-27, 200
prepaid loan interest, 16
prepayment
definition, 257
different views on, 207
investing compared, 208
investment risk issues, 211
liquidity issues, 212
prepayment penalty, 210
psychological and nonfinancial
benefits, 211-212
refinancing compared, 212
retirement savings instead, 210
saving interest dollars by, 208
tax considerations, 209-210
prepayment penalty
amount of, 71, 72
avoiding, 138, 141, 201
checking for, 71, 138, 145
decision to prepay, effect on, 210
definition, 257
duration of, 72
hard, 72, 138
soft, 72
understanding mortgage clause, 72
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prequalification

definition, 257

preapproval compared, 26-27, 200
primary mortgage market, 68
principal, 62, 257
principal residence, 185
principal balance tables, 222-246
prior residences, 155
private mortgage insurance (PMI)

avoiding with 80-10-10 financing, 14, 102

as closing cost, 15
cost of, 73-74
definition, 257
discontinuing, 74
down payment and, 37
from lender’s perspective, 73
loan amount effect on premium, 74
loan type effect on premium, 73
loan-to-value ratio effect on
premium, 74
nondeductibility of, 73
requirement for, 13
processing fee, 136
promissory note, 63, 138
property appraisal
loan-to-value ratio, 31
low, 40-43
underwriting process and, 31
Property Information and Purpose of
Loan (loan application section),
152-154
property inspections, 15
property tax
closing cost, 15
deductibility of, 13
definition, 258
determining amount of, 12
impound account, 12
increases in, 12
property value, low appraisals of, 40-43

proprietary lease, 43, 99
public record information
in credit report, 47, 50
search of, 33
Purpose of Loan (loan application
section), 153

OQ.

qualifying for a mortgage
appraisal problems, 40-43
cooperative apartments, 43-44
credit problems, 39-40
down payment, insufficient cash for,

34-37

fixer-uppers, 44
income level, 38-39
indebtedness, amount of, 37-38
preapproval, 25-28
predicament-solving strategies, 34-44
underwriting process, 28-34

o R o

rate caps, 87
rate lock terms, 142, 145
rate of return, on investments, 23
rate shopping, 55
real estate
drop in market, 42
rate of return, 24
real estate agents
for mortgage lender referral, 114-115
selecting, 114
working with appraiser, 42
real estate listings, property tax
quotes in, 12
real property
condominiums as, 99
deeds of trust encumbrance on, 65
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definition, 63, 258
lack of with cooperative apartments, 99
mortgage encumbrance on, 64-65
personal property compared, 63
recording fees, 16
redlining, 43
references, from previous landlords, 155
referrals, mortgage brokers and lenders,
114-115
refinancing
from adjustable-rate mortgage, 168,
174-176
application information, 153
ARMs compared to, 82
borrower’s remorse, 179-181
cash-out, 168, 176-177
cost of, 168, 170
to cut costs, 168-172
definition, 258
as down payment cash source, 35
example story, 8
expediting, 178
to 15-year mortgage, 176
home purchase mortgage
compared, 167
loan origination fee, 171, 172
loan-to-value (LTV) ratio and, 177
low appraisal, problems with, 42
magic formula, 170-171
paperwork involved, 168, 173, 178
points, 171, 172
prepaying mortgage compared, 212
to restructure financing, 168, 172-176
tax considerations, 171
title insurance, 170
2-percent rule, 169-170, 204
refund, tax, 35
remaining principal balance tables,
222-246

remorse, borrower’s
phase 1, 179-180
phase 2, 180-181
rental property, 157
report, credit. See also credit score
attempts to hide bad, 32
checking, 47
collection items, 47
correcting, 41
cost, 46, 137
definition, 251
errors in, 47
identifying information in, 46
inquiries, 47
public record information, 47
seller financing and, 119
trade lines, 47
what goes into, 46-47
retirement account
borrowing against, 22, 35
as factor in loan term decision, 91
first-time home-buyer IRA withdrawal,
22,35
instead of prepaying mortgage, 210
tax deductibility, 22
reverse annuity mortgage, 258
reverse mortgage
alternatives to, 185, 194
amount of cash available, 186
cost, out-of-pocket, 189
counseling, 195
deciding on, 194-195
definition, 183, 258
differences from regular mortgages, 184
eligibility for, 185-186, 204
fixed-term, 253
government-sponsored benefits, effect
on, 191
home equity loan compared, 185
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