Important Terms to Know:


Adjustable Rate Mortgage (ARM Loan): An ARM Loan has an initial interest rate that is often lower than a conventional fixed-rate mortgage. This initial rate is usually locked in for one or more years. Once the initial term is over, the interest rate on an ARM loan may go up within specified limits over predetermined intervals during the course of the loan. The lower initial interest rate associated with an ARM loan translates to a lower initial monthly payment. The tradeoff, however, is the potential for a higher payment if interest rates go up as the ARM loan adjusts. 
Annual Percentage Rate (APR): The APR for your home loan is an annual calculation that includes the interest rate quoted by your mortgage company plus additional home loan costs such as origination fees and points. The important thing to keep in mind about your loan's APR is that it will be higher than advertised interest rates because of these additional factors. 
Assessment: Performed by an assessor, a specialist who calculates the value of property. The value calculated by the assessor is then used as the basis for determining the amounts to be paid or assessed for tax or insurance purposes.
Buyer’s Agent: A residential real estate broker or salesperson who represents the prospective purchaser in a transaction owing the buyer common-law duties, full disclosure, confidentiality. The listing agent works for the seller, so as a buyer it is a good idea to have your own representation with a buyer’s agent, who will work for your best interests.
Closing Costs: With each real estate transaction, there are many expenses to pay and agencies to compensate. These fees, which are often shared by the buyer and the seller, are referred to as the closing costs. When you buy a home, the closing costs might include loan origination fees, escrow payments, title insurance, attorney fees and even discount points paid to lower your loan's interest rate. It is possible to have your closing costs rolled into your finance amount by having what is called a sellers concession.
Contingency: A contingency is a condition on a contract. The conditions need to be met before the deal can come to a close. If conditions are not met the buyer reserves the right to collect any and all deposits given to the sellers. The most common contract contingencies are Home Inspection and Buyer Financing. 
Easement: An easement is the right to use the real property without possessing it. Easements are helpful for providing pathways across two or more pieces of property, most commonly as a shared driveway.
Equity: Home equity is the market value of a homeowner's interest in their real property that is, the difference between the home's fair market value and the outstanding balance of all liens on the property. The property's equity increases as the debtor makes payments against the mortgage balance, and/or as the property value appreciates. Home equity may serve as for a home equity loan or home equity line of credit (HELOC). 
Escrow: During the home loan process, a neutral third party known as Escrow holds documents and money (including earnest money deposits) for safekeeping until the real estate transaction is complete. An Escrow account is also used once you complete your home loan to hold the property tax and insurance monies that are collected with each mortgage payment. 
Deed: A written document for the transfer of land or other real property from one person to another. 
Fixed-Rate Mortgage: A conventional fixed-rate mortgage means that your interest rate will be the same for the entire life of the home loan. Financing for this type of loan is typically spread out over 10, 15, 20, or 30 years, depending on the needs and payment capability of the buyer. A fixed-rate mortgage provides buyers with the security of knowing exactly what their monthly house payment will be during the entire loan term. 
Fixtures: A fixture is a legal concept that includes any physical property that is permanently attached or fixed to real property. 
Home Appraisal: the expert opinion of a certified, state-licensed professional who determines the value of a piece of property. An appraisal is required by the lender and is conducted by an impartial third party the lender has no contact with. This process is to protect and ensure the lender is lending an amount that the home is worth. 
Home Inspection: A home inspection is a limited, non-invasive examination of the condition of a home, often in connection with the sale of that home. This is usually conducted by a home inspector who has the training and certifications to perform such inspections. The inspector prepares a written report, often using home inspection software, and delivers it to a client, typically the home buyer. The client then uses the knowledge gained to make informed decisions about their pending real estate purchase. The home inspector describes the condition of the home at the time of inspection but does not guarantee future condition, efficiency, or life expectancy of systems or components.
Interest: A charge made by a lender for the use of money.
Lien:The right to take and hold or sell the property of a debtor as security or payment for a debt or duty.
Listing Agent: The broker or salesperson who represents the seller in a transaction owing seller common-law duties. 
Loan to Value Ratio (LVR): When you buy a home, this term refers to the amount of financing you are getting in relationship to your new home's value. For example, an $80,000 mortgage on a $100,000 home has an LVR of 80 percent. This is important because an LVR of more than 80 percent will require you to purchase private mortgage insurance (PMI). Using the same example to illustrate this point, if you finance $90,000 of your $100,000 home, your LVR will be 90 percent, initiating the need for PMI. 
Lock-In: Home mortgage interest rates vary from day to day. While you buy a home and secure financing, you may decide to lock in a particular interest rate with your lender. This lock-in guarantees that your home loan will be processed with this rate, even if interest rates rise before your loan closes. 
Personal property (chattels): Personal property, roughly speaking, is private property that is moveable.
Points: There are two types of points that can be applied to a home mortgage. Discount points are used to reduce the loan's interest rate and origination points may be added to cover the expenses associated with processing a loan. One point equals one percent of the loan amount. This means that, to lower your interest rate by one point on a $300,000 mortgage, you'll need to pay an additional $3,000 at closing. 
Principal: 1.) A main party to a transaction. 2.)The original amount (as in as loan) of the total due and payable at a certain date. When a loan is issued the principal amount owed needs to be paid along with interest.
Promissory Note: A financing instrument states the terms of the underlying obligation.
Private Mortgage Insurance (PMI): When you finance more than 80 percent of your new home's value, your lender will require you to purchase PMI. This protects the lender against loss if you default on your home loan. Your monthly PMI payment is added to the cost of your mortgage payment. It is important to note that when you have accumulated 20 percent equity in your home, you will want to check into canceling your PMI to lower your monthly mortgage payment. 
Seller Concession: A seller concession is when the seller gives something back to the buyer, typically a dollar amount that covers the buyers closing costs.   An example of this is to suppose you agree on the price of the house at, say, $200,000. You then ask the seller for a 3% seller concession. What this means is that you add 3% to the price of the house. That's right, you're now going to pay $206,000 for that house -- but the seller is going to give you that $6,000 back when the sale takes place. You're going to use that money to cover all of your closing costs. This is how you can roll your closing costs into your mortgaged amount. 
Title Insurance: A home mortgage requirement, title insurance protects both the buyer and the seller against legal defects in a home's title. This policy ensures that a property owner has the legal right to transfer a home's title to the seller. If a problem occurs, the title company pays the associated legal fees to correct the situation. 
Title: Title is a legal term for a bundle of rights in a piece of property in which a party may own either a legal interest or an equitable interest. The rights in the bundle may be separated and held by different parties. It may also refer to a formal document as evidence of ownership. Conveyance of the document may be required in order to transfer ownership in the property to another person.

