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Buying a home, for many people, is the biggest 
and most important investment o f  their lives. So 
when you're ready to finance your home, look to 
Hamilton Group Funding. 

A t  Hamilton Group Funding, we are committed to 
doing it right, working with you to help you find the 
right loan for  your situation. 

Our experience and expertise mean you have a 
lender dedicated to staying informed about the 
latest developments in housing finance  

 help you understand   
options  

We look forward to partnering with you for  your 
home financing experience. We are committed 
to deliver  Excellence in Mortgage Banking  
each step o f  the way. 





ADJUSTABLE-RATE MORTGAGE (ARM): a mortgage 
in which the interest rate is adjusted periodically based  
on a pre-selected index. Also sometimes known as a 
variable-rate mortgage.

AMORTIZATION: loan payment by equal installments  
of principal and interest, calculated to pay off the debt  
at the end of a fixed period.

ANNUAL PERCENTAGE RATE (APR): the interest rate 
reflecting the cost of a mortgage as a yearly rate. It allows 
home buyers to compare different types of mortgages 
based on the annual cost for each loan.

APPRAISAL: a document giving an estimate of a 
property's fair market value; generally required by a lender 
before loan approval.

ASSESSMENT: a local tax levied against a property for a 
specific purpose, such as a sewer or street lights.

BALLOON (PAYMENT) MORTGAGE: usually a short-
term fixed-rate loan which involves small payments for a 
certain period of time; after that time period elapses, the 
balance is due or is refinanced by the borrower.

BORROWER (MORTGAGOR): a person approved 
to receive a loan who is then obliged to repay it and any 
additional fees according to the loan terms.

CAP: a consumer safeguard on an adjustable-rate 
mortgage that limits how much a monthly payment or 
interest rate can increase or decrease.

CERTIFICATE OF ELIGIBILITY: document given 
to qualified veterans entitling them to Veteran’s 
Administration guaranteed loans. Obtained by sending 
DD-214 (Separation Paper) to the local VA office with VA
form 1880 (request for Certificate of Eligibility).

CERTIFICATE OF REASONABLE VALUE (CRV): 
appraisal issued by the Veterans Administration showing a 
property's current market value.

CLOSING: the meeting between the buyer, seller, and 
lender or their agents where the property and funds legally 
change hands.

COMMITMENT: agreement, often in writing, between 
a lender and a borrower to loan money at a future date 
subject to the completion of paper work or compliance 
with stated conditions.

CONSTRUCTION LOAN: short term interim loan to 
pay for the construction of buildings or homes. Usually 
written to provide periodic disbursements to the builder as 
progress is made.

CONTRACT SALE OR DEED: contract between 
buyer and seller of real estate to convey title after certain 
conditions have been met.

CONVENTIONAL LOAN: a private sector loan, one 
that is not guaranteed or insured by the U.S. government.

CREDIT REPORT: documents an individual's credit 
history, listing all past and present debts and the timeliness 
of their repayment.

DEBT-TO-INCOME RATIO: the ratio, expressed as 
a percentage, which results when a borrower's monthly 
payment obligation on long-term debt is divided by their 
gross monthly income.

DEED OF TRUST: in many states, a document used 
instead of a mortgage to secure the payment of a note.

DEFAULT: failure to make the monthly payments on  
a mortgage.

DELINQUENCY: failure to make payments on time. This 
can lead to foreclosure.

DOWN PAYMENT: the portion of a home's purchase 
price paid in cash and not part of the mortgage loan.

EARNEST MONEY: money given by a buyer to a seller 
as part of the purchase price to bind a transaction or  
assure payment.

EQUAL CREDIT OPPORTUNITY ACT (ECOA): 
a federal law requiring lenders to make credit equally 
available without discrimination by race, color, religion, 
national origin, age, sex, marital status, or income from 
public assistance programs.

EQUITY: an owner's financial interest in a property; 
calculated by subtracting the amount still owed on the 
mortgage from the fair market value of the property.

ESCROW: an account held by the lender into which the 
home buyer pays money for tax or insurance payments.

FHA: the Federal Housing Administration provides 
mortgage insurance to lenders to cover most losses when 
a borrower defaults; this encourages lenders to make 
loans to borrowers who might not qualify for conventional 
mortgages.

FHA LOAN: loan insured by the FHA open to all qualified 
home purchasers. While there are limits, they are generous 
enough to handle moderately priced homes almost 
anywhere in the country.      

FHA MORTGAGE INSURANCE: a policy paid at 
closing to insure the loan with FHA.

FIXED-RATE MORTGAGE: mortgage with payments 
that remain the same throughout the life of the loan 
because the interest rate and other terms are fixed.

FORECLOSURE: a legal process in which mortgaged 
property is sold to pay the loan of the defaulting borrower.

GLOSSARY OF TERMS
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HAZARD INSURANCE: form of insurance in which the 
insurance company protects the insured from specified 
losses, such as fire or windstorm.

LIEN: a legal claim against property that must be resolved 
before the property is sold.

LOAN-TO-VALUE (LTV) RATIO: a percentage 
calculated by dividing the amount borrowed by the sales 
price or appraised value of the home to be purchased.

LOCK-IN: guarantees a specific interest rate if the loan is 
closed within a specific time.

MARKET VALUE: the highest price that a buyer  
would pay and the lowest price a seller would accept on 
a property.

MORTGAGE INSURANCE: a policy that protects 
lenders against some or most of the losses that  
can occur when a borrower defaults on a mortgage loan; 
usually required with a down payment of less than 20%.

MORTGAGE MODIFICATION: an option that  
allows a borrower to refinance and/or extend the  
term of the mortgage loan and thus reduce the  
monthly payments.

ORIGINATION FEE: fee charged by a lender to 
prepare loan documents, make credit checks, inspect and 
sometimes appraise a property; usually a percentage of 
the loan’s amount.

POINTS: prepaid interest charged at closing by the 
lender. Each point equals 1 percent of the loan (e.g.,  
2 points on a $100,000 mortgage would be $2,000).

PREPAYMENT: permits the borrower to make payments 
in advance of their due date, thus saving money on interest.

PREPAYMENT PENALTY: charges for the early 
repayment of debt.

PRINCIPAL: the borrowed amount, less interest or 
additional fees.

PRIVATE MORTGAGE INSURANCE (PMI): insurance 
paid by the borrower. This may be required by the lender 
when the down payment is less than 20%.

REALTOR: a real estate agent or broker affiliated with the 
National Association Of Realtors and its local and state 
associations.

RECORDING FEES: money paid to the lender for 
recording a home sale with the local authorities, thereby 
making it part of the public records.

REFINANCING: paying off one loan by obtaining 
another; refinancing is generally done to secure better loan 
terms (like a lower interest rate).

RESPA: Real Estate Settlement Procedures Act allows 
consumers to review information on known or estimated 
settlement cost once after application and once prior to 
or at a closing. The law requires lenders to furnish the 
information after application only.

SECOND MORTGAGE: a mortgage made subsequent 
to another mortgage and subordinate to the first mortgage.

SURVEY: a measurement of land, prepared by a registered 
land surveyor, showing the location of the land with 
reference to known points, its dimensions, and the location 
and dimensions of any buildings.

TITLE: a document that gives evidence of an individual’s 
ownership of property.

TITLE INSURANCE: a policy, usually issued by a title 
insurance company, which insures a home buyer against 
errors in the title search. The cost of the policy is usually a 
function of the value of the property, and is often borne by 
the purchaser and/or seller.

TITLE SEARCH: a check of public records to be sure that 
the seller is the recognized owner of the real estate and 
that there are no unsettled liens or other claims against the 
property.

TRUTH-IN-LENDING: a federal law requiring disclosure 
of the annual percentage rate charged to home buyers 
shortly after they apply for the loan.

VA LOAN: a long-term, low- or no-down payment 
loan to veterans guaranteed by the Department of  
Veterans Affairs.

VERIFICATION OF EMPLOYMENT (VOE): 
a document signed by the borrower’s employer verifying 
his/her position and salary.
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Which Is the Best Loan for You?  We Can Help You Decide.

Now that you have an understanding of some basic mortgage terms and phrases, we can start giving you 
some practical information about several of the types of loans for which you may qualify. Please note that 
although most of these types of loans are available in most areas, some may not be offered in the area where 
you are buying a home. 

There are many types of mortgage programs available. The right type of loan for you depends upon 
several factors:

 ¾Your current financial situation
 ¾How you expect your finances to change
 ¾How long you intend to keep your home
 ¾How comfortable you are with the possibility that your mortgage payment may rise in the future

When considering loan programs, the first decision is usually whether you prefer a fixed-rate mortgage or an 
adjustable-rate mortgage (commonly referred to as an ARM). For example, a 5-year ARM will have a lower initial 
payment than a 30-year fixed-rate mortgage, but the interest rate and payments can increase over time. 

The best way to find the “right” answer is to discuss your finances, your plans, your financial prospects, 
and your preferences with your  

You Can Always Plan (Ahead) 
With a Fixed-Rate Mortgage.
A fixed-rate mortgage is the standard against which 
most other mortgage products are measured. Fixed-
rate mortgages feature a fixed interest rate for the life of 
your loan (known as the term), so your monthly payments 
(principal plus interest) will always be the same. When 
choosing a fixed-rate mortgage, most home buyers 
choose a 30-year or 15-year term, though 10- and 20-year 
terms are also available. If you have a 30-year mortgage, 
the interest rate you pay will be locked in for all 30 years. 
At the end of the 30th year, if payments have been made 
on time, the loan will be paid off in full.

Fixed-rate loans are the most advantageous when rates 
are low and you plan to stay in your home for an extended 
period of time. Most fixed-rate loans permit you to pay 
the loan balance off before the end of the term with no 
prepayment penalty. You may also add extra dollars to 
your scheduled monthly payments enabling you to pay 
off your loan earlier. The length of the term of your fixed-
rate mortgage affects both the monthly payment on the 
mortgage and the number of years needed to pay the 
loan in full. As a rule of thumb, the longer the term, the 
lower the payment.

30-YEAR FIXED-RATE:
A 30-year fixed-rate mortgage provides 
the borrower with a fixed rate for the entire  
30-year term of the loan. With this loan, the
borrower will pay the loan in full if he or she
makes the required principal and interest
payment for 30 years. The primary benefit
of a 30-year fixed-rate versus other fixed-
rate loans is that the payment is the smallest
since the term is the longest.

20-YEAR FIXED-RATE:
You can shorten your mortgage term by 10 
years and usually get a lower interest rate with 
the 20-year mortgage. Another advantage 
with the shorter term, besides paying your 
loan off sooner, is that you’ll also build more 
equity in your home sooner than you will 
with a 30-year loan. Your monthly payments 
will be higher, however, compared to a  
30-year fixed-rate mortgage.

15-YEAR FIXED-RATE:
This loan term has the same benefits as the 
20-year term (i.e., quicker pay-off, faster
equity build-up, lower interest rate), but you
will also have a higher monthly payment.

*Longer loan terms may now be available. Ask your mortgage professional for more information.
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 What's an ARM, and Why Would You Want One? 

A Balloon Mortgage I s  Just What I t  Sounds  Like. 

I
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Need Another Mortgage Product?

Many home buyers simply don’t have a down payment or haven’t yet established a strong credit history. 
To accommodate the needs of these mortgage borrowers, ffer  mortgage 
alternatives that have proven attractive and affordable for home buyers over the years. Some of these are 
described below.

FHA (FEDERAL HOUSING ADMINISTRATION) 
LOANS FHA loan programs help low- and moderate-
income families become home owners by lowering 
some of the costs of their mortgage loans. FHA loans 
are also a good fit for borrowers with past credit 
problems or limited resources for a down payment. 
Underwriting guidelines are more lenient than with 
other loans, such as conventional loans.

The most popular FHA loan has a minimum cash 
investment requirement of 3.5%, but permits 100 
percent of the money needed at closing to  be 
a gift from a relative, nonprofit organization, or 
government agency. FHA also allows you to perform 
a “streamline” refinance when rates go down to 
lower your interest rate. This program is inexpensive 
and easy to execute. Ask about the streamline 
refinance option available to FHA borrowers.

VA (VETERAN’S ADMINISTRATION) LOANS
For active-duty military, veterans, and reservists,  VA 
loan programs offer low rates and low- or no-money-
down options. The VA home loan program gives you 
the ability to buy with no out-of-pocket costs. As 
the VA program requires  no mortgage insurance, 
monthly payments are frequently less than any other 
no-down-payment loans. The VA also offers a low-
cost Interest Rate Reduction Loan (IRRL) program 

allowing you to refinance and lower your mortgage 
payment inexpensively. Finally, the maximum VA 
loan amount varies, so check with  for up-to-
date information.

OTHER LOANS MAY BE AVAILABLE! The 
mortgage industry is always improving and always 
developing new products to help families 
finance homes. Ask if there are other mortgage 
products available that may be right for you.

“
ffer  

mortgage alternatives 
that have proven 

attractive and 
affordable for home 

buyers over the years.”

Where Do Your Payment Dollars Go Over the Years?

If you have ever wondered where your loan payment dollars go, relax, you are not alone. Loan repayment 
involves a somewhat confusing word: amortization. Amortization is simply a word to describe the fact that 
every month, a portion of your loan payment pays principal due on the loan and a portion pays interest due on 
the loan. At the beginning of a loan, a larger portion of the payment is applied to the interest on the loan. The 
proportion changes over the course of the loan, and toward the end of the loan period, a larger proportion is 
applied toward the principal.

The following is a typical 30-year fixed-rate amortization schedule. This example assumes a principal loan of 
$200,000, at an interest rate of 7%, with payments to begin in January of any given year. The fixed monthly 
payment is $1330.60 – this is equivalent to an annual payment, including interest and principal, of $15,967.26. 
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So, while it may be slightly confusing, the good news is that you are paying more and more principal over time, 
and this means that you are also building more and more equity in your home every month.

A Note About Prepayment: Most loans allow you to prepay the principal on your loan, allowing you to save interest over the life of your 

loan. Talk to your Mortgage Professional, and they can discuss the benefits of prepayment with you.

Typical 30-Year Fixed-Rate Amortization Schedule
For a $200,000 Loan

YOUR FINAL SUMMARY: Monthly Payment: 
Average Interest Each Month: 
Final Loan Balance:

$1330.60
$775.05
Zero!
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Other Things To Know About Buying Your Home

There will be several major events that occur as you purchase a home. Some are related to the home purchase, 
and some to the mortgage application. Below are some things you can expect.

APPLY FOR PREQUALIFICATION OR PREAPPROVAL
Prequalification or preapproval is an informal way to see how much you may be able to borrow.

prequalif ver the phone with no paperwork. imply call your income, your 
long-term debts, and how large a down payment you can afford. Getting a prequalified mortgage puts 
you in a good position to begin house hunting.

Your preapproval is a lender’s actual commitment to lend you money for a home. It involves assembling your 
financial records, just as you would for an actual loan application, and going through a preliminary approval 
process. Preapproval gives you a definite idea of what you can afford and shows sellers that you are serious 
about buying.

Getting prequalified or preapproved provides you with more negotiating power with the seller and gives you 
preference in the event that the seller receives multiple offers. In addition, many real estate agents will work 
with you only after you have been prequalified or preapproved for a mortgage.

FIND THE HOME YOU WANT
When you’re looking for a home, you’re buying more than a house...you’re investing in a property that, if 
carefully selected, can appreciate in value considerably while you enjoy living in it. Before you buy, consider 
the home carefully and whether it suits your needs. Will it need changes, upgrades, or improvements, or is it 
perfect the way it is?

MAKE AN OFFER
Before making an offer on a house, you should have a good idea of its market value. What are comparable 
properties selling for? How long has the house been on the market? Do major systems require updating? It is 
important to note that your loan amount will be based on either the property’s appraised value or purchase 
price—whichever is lower.

ONCE YOUR OFFER HAS BEEN APPROVED, IT IS TIME TO APPLY FOR YOUR LOAN!
Whether you are purchasing or refinancing a home, you will eventually need to formally 
apply for a loan. During the loan application, review your credit, income, 
and asset information and begin the process of approving you for a loan. The
loan application is the perfect time to ask lots and lots of uestions and get
the information you need to ensure a smooth and satisfying mortgage
 experience.
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Other hings o no  A out Buying Your o e ontinued ... 

GET A LOAN ESTIMATE 

UNDERSTANDING YOUR CLOSING COSTS AND ESCROWS 

GENERAL CLOSING COSTS GENERAL ESCROW COSTS 

PROVIDE ACCURATE INFORMATION 

 



Now that you understand your responsibilities and are ready for the commitment, it’s time to set your 
closing date.

SET A CLOSING DATE
Your closing date will be specified in the Purchase Agreement you sign with the seller, and this 
document spells out events that must take place before closing. The closing date should allow you 
enough time to apply for and obtain a mortgage, and should take into consideration such 
contingencies as property inspections, the title report review, or other complications which may involve 
legal assistance.  Consult with your ortgage Professional to determine a 
date that leaves adequate time for all the procedures that lead to a successful closing.

It’s to your advantage to be exposed to some of the language and concepts of the home buying 
process before you begin seriously shopping for a home. But it’s goal to assist you all the way: to 
find the perfect loan for you, to make clear all the options open to you, to be available to answer your 
questions over the phone, and to attend your closing to help you understand the documents you’ll be 
signing.

Mortgage Professionals are experts at making your purchase of a new 
home an efficient and gratifying experience. outinely seek out information on the latest 
developments in the mortgage industry, developments that can potentially provide you with a 
substantial savings when you take out your loan. 

Other Things To Know About Buying Your Home Continued...
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What Will 

To ensure that your mortgage application will be processed as quickly
as possible, it’s important to bring all the proper information to your 
loan application interview. Keep in mind that you may be required 
to pay a credit report fee and the appraisal fee when  you submit 
the mortgage application.

Here are some of the documents you may be asked to bring:

INCOME INFORMATION:
 � Paycheck stubs for the last 30 days
 � W-2 forms and personal tax returns for the last 2 years
 � Written verification of any other income sources

RESIDENCE INFORMATION:
 � Your address(es) for the last 2 years
 � Landlord contact information

DEBT INFORMATION:
 � For all outstanding loans and credit cards
 � Creditor’s name, your account number, monthly payment, and balance

DOWN PAYMENT INFORMATION:
Last three months’ statements for the following:

 � Bank accounts
 � Investment accounts

 � Asset accounts
 � Retirement accounts

INFORMATION ABOUT THE PROPERTY:
 � Purchase contract

IF A PLANNED UNIT DEVELOPMENT, CONDOMINIUM, OR CO-OP:
 � Name of development or project
 � Phone number of homeowner’s association
 � Bylaws and recent financial statements

OTHER INFORMATION:
 � Bankruptcies, judgments, or liens against you
 � Divorce or child support documentation

ADDITIONAL INFORMATION REQUIRED:
________________________________________________________________

________________________________________________________________

________________________________________________________________

________________________________________________________________
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SIGN LEGAL DOCUMENTS 

PAY CLOSING COSTS  ESCROWS AND DOWN PAYMENT 

ongratulations, 
you are no  

a ho eo ner  



n oy Your e  o e  

STAY IN TOUCH 



Organization is the key to a low-stress, efficient move into your new household. 

One of the best ways to do that is to use a countdown checklist. Everyone has 
different needs and priorities, so read this list carefully, then add tasks that are 
specific to your situation.

Use this list to schedule details in advance of your closing date that will 
contribute to an orderly moving day with as few surprises as possible.

ONE MONTH BEFORE THE MOVE:
 ¾Get estimates from moving companies, make a reservation with your choice.
 ¾Contact your bank, arrange transfer of accounts. 
 ¾Give new address to credit card companies.
 ¾Submit change-of-address forms to the U.S. Postal Service. 
 ¾Change your address on magazine subscriptions.
 ¾Contact your doctors. Get referrals for new physicians.
 ¾Change your property, auto, and medical insurance policies.

TWO WEEKS BEFORE THE MOVE:
 ¾Confirm with your Mortgage Professional that closing is on schedule.
 ¾Hold a garage sale to get rid of the things you don’t want to take.
 ¾Arrange for disconnection and changeover of utilities.
 ¾Begin packing things that aren’t used on a daily basis. Label every box.
 ¾Assemble all personal documents, licenses, certificates, records, etc.,
in a fireproof box.
 ¾ Inform friends and relatives of your new address.

ONE WEEK BEFORE THE MOVE:
 ¾Make a list of all items you are going to move personally,
including jewelry and other personal valuables.
 ¾Confirm arrangements and dates with moving company.
 ¾Pack yard and garden tools. Dispose of flammable items.
 ¾Set aside a box of cleaning supplies.

ONE TO TWO DAYS BEFORE THE MOVE:
 ¾Finish all financial matters relating to the sale or lease of your home.
 ¾Clean and defrost the refrigerator.
 ¾Purchase traveler’s checks, if needed.
 ¾Finish packing all your belongings. Have payment ready for your movers.
 ¾Set aside food for meals and snacks on moving day.

MOVING DAY:
 ¾Confirm delivery address, directions, and delivery date with movers.
 ¾Supervise movers and make sure their inventory is accurate.
 ¾Check thermostat. Make sure doors are closed and locked
and appliances are turned off.
 ¾Leave keys with new owners.
 ¾Complete final walk-through to make sure nothing is left behind.
 ¾Make sure your real estate agent knows how to contact you.

ARRIVAL DAY:
 ¾Tell movers which items go in which rooms.
 ¾Review bill of lading, make sure nothing is damaged before
you sign off on the move.
 ¾Check all utilities and locks are functioning.
 ¾Let family and friends know you have arrived safely.
 ¾Begin unpacking necessities like kitchenware and bathroom supplies.
 ¾Congratulate yourself on a job well done. Enjoy your new home.

Looking Forward to Moving Day.
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_________________________________________________________________________________________________ 
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