Mortgage Costs



What is a mortgage?

» A loan used to buy property.

» Mortgage loans cover up to 96.5% of the cost
of the property.

> You must have at least 3.5% available for a down
payment.

> |f you have less than 20% cash to put down, you will
also have to pay for PMI.
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Private Mortgage Insurance

» Private Mortgage Insurance - Protects banks
in case you default on your loan.
> This is added on TOP of your monthly loan
payment.

- If you get an FHA loan (3.5% down), you will have to
pay_PMI for your WHOLE LOAN.
- Unless you refinance. $$$

- If you have a Conventional Loan (5% down), you pay
PMI unt|I you have 20% equity in the home.

- Equ ash you get back when you sell.
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10-2 Monthly Payment and Total
Interest

» If you know the annual interest rate, the
amount of the loan, and the length of the
loan, you can use a table to find the monthly
payment, total amount paid, and total
interest charged.

» We will be using the table on P. 799 of MBA

te Xt Monthly Payment for a $1,000 Loan*
Interest Length of Loan in Years
ok 20 il 30

500% | $6.60 $5.85 $5.37
550% |  6.88 614 | 568
6.00% 7.16 6.44 | 6.00
6.50% 7.46 gy | 6.32
7.00% 7.75 ) R 6.65
7.50% 8.06 739 | 6.99
800% | 836 | 7.72 7.3
850% | 868 | 805

_ “An expanded form can be found in the Appendix on page 799




10-2 Monthly Payment and Total

Interest

» Formulae we’ll be using:

Monthly nt ofm

Payment — $1,000

X

Tavle Volve fomp 779

Monthly Pavment

 for $1,000 Loa

Totaf An’nouratﬂl:gifld: Monthly Payment X Number of Pavmel

Total Interest Charged = Amount Paid — Amount of M




10-2 Monthly Payment and Total
Interest

» Example: Carol and Adam have applied for an $80,000 mortgage
loan at an annual interest rate of 8.00%. The loan is an installment
loan of 30 years, w/ payments that include interest. What is the total
amount of interest they will be charged?

Monthly  Amount of Mortgage Monthly Pa
Payment — $1,000 X  for $1.000

Amount Paid = Monthly Payment X Number of Payvi

Total Interest Charged = Amount Paid — Amount of




10-2 Monthly Payment and Total
Interest

» Example: Carol and Adam have applied for anf $80,000 mortgage
loan at an annual interest rate of 8.00%. The tean-isan installment

loan of 30 years, w/ payments that include interest. What is the total
amount of interest they will be charged?

i Monthly  Amount of Mortgage Monthly Pa ' o L-}
Payment — $1,000 X for $1,000 MP < %D) 6o X 7 3 ]
Amount Paid = Monthly Payment X Number of Payvi }D '

Total Interest Charged = Amount Paid — Amount of - % O < “7 fb |_(_
Tteld A Ropoed= 345 me = BB TR0

S¥T 30« 30x12= BN 232
Inderect - X[ 392 — %0000 — P
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$200,000
30 years
4.25%

Loan information:

Mortgage amount: [$200.000
Term in years: | 30 years
Interest rate: |4.25%
Monthly payment: $983.88

Report amortization: * Annual ly

Prepayments:

T
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Total Payments $354,197
Total Interest $154,197
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$ 2 O O ; O O O Loan information: H

Mortgage amount: $200.000 | SO soge ssook sim
15 years q b - ;

0 Terminyears: |15years ¥ = .. T I
4.25% Interest rate: [4.25% e e

Monthly payment: $1,504.56

Heport amortization: . Annually Monthly

Total Payments $270,820
Total Interest $70,820

Prepayments:

$300
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$200,000
10 years
4.25%

CALCULATE » VIEW REPORT »

thgage amount: £200.000 S0k S._DDH 2500k S1m
Terminyears: | 10years v |5 a4 1% T 2
Interest rate: |4.25% LT e =

Monthly payment: $2,048.75

Report amortization: . Annually Monthly

Prepayments:

Total Payments $245,850
Total Interest $45,8
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Monthly payment: $1,467.53

Report amortization: . Annually Monthly

Prepayments:
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$200,000
15 years
8%

CALCULATE » VIEW REPORT »

Loan information: Ly
Mortgage amount: $200.000 SOk E‘EDE S=0oK stm

Term inyears: | 15years v |% . ... - S s

1% 9% 17% 25%

Interest rate: 8%

Manthly payment: $1,911.30

Report amortization: . Annually Monthly

Prepayments:
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10-2 Monthly Payment and Total
Interest

» Example: Stephanie and Josh have applied for an $120,000
mortgage loan at an annual interest rate of 5%. The loan is an
installment loan of 15 years, w/ payments that include interest.
What is the total amount of interest they will be charged?

Monthly  Amount of Mortgage Monthly Pa
Payment — $1,000 X  for $1.000

Amount Paid = Monthly Payment X Number of Pay:

Total Interest Charged = Amount Paid — Amount of




10-2 Monthly Payment and Total
Interest

» Example: Stephanie and Josh have applied for an $120,000
mortgage loan at an annual interest rate of 5%. The loan is an
installment loan of 15 years, w/ payments that include interest.
What is the total amount of interest they will be charged?

;::::2:{: b Anmun;;)t(')i\)(l]ortgngc b N::::;I;ljnﬁh‘ MOﬂth'Y Payment — $949-20
Total Amount Repaid = $170,856
Total Interest Paid = $50,856

Amount Paid = Monthly Payment X Number of P

Total Interest Charged = Amount Paid — Amount of

MP = l')_O,DOOA ~]. 9| _—EQL(Q_ZO

005
_ s e #ofgears
LART Qg 10X\ x 1S = Mo Sk
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10-3 Closing Costs

At the time you sign the docs transferring ownership
of the home to you, the lender charges closing costs.

» Closing Costs = Sum of Bank Fees
- Some lenders charge a flat fee, others charge per item.

- These include fees for lawyers, credit checks, surveys,
taxes, and the preparation of the documents.




10-3 Closing Costs

» Trudy and Germaine have been granted a mortgage loan with an

annual interest rate of 8%-for 25 years. The home’s selling price is
$95,000. They need all5%)down payment and the bank will allow

them to finance the closing costs as part of the mortgage.
» What will the mortgage loan amount be? 95,600 /To0x%5 =¥ S0, 150
» What are the total cIosmg costs? $3'$5O 50 /—)\‘

What is the g

Closing Costs Ciee)smg Cog\- o

Credit report §  65.00 — 5.00
Loan origination 2% of mortgage %0,7150 /100 x 2= —3 $ lo!1S .60
Abstract of title 12000 —_ S 120 06
Attorney fee 250.00 — S 950 o
Documentation stamp|  0.3% of mortgage %0'750/‘ DO x g _— o O

2 : 0 "Z ‘)_S
Processing fee | 1.10% of mortgage =6 L




Assignment Part 3

» P. 348/ 7 - 13 all
» P. 350/4 - 6 all
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