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Introduction

when I started writing a weekly newspaper column on mort-

gages that was syndicated by Inman. In 1999, I started
www.mtgprofessor.com, which pulled the columns together, and
added calculators, spreadsheets, and other materials including a
way for readers to send me questions. I spent a lot of time organiz-
ing these materials into a coherent structure, and my thinking about
a book version posited a similar organization.

For all practical purposes, I began writing this book in 1998

For that reason, when Richard Narramore of McGraw-Hill
approached me about preparing a book organized in an encyclope-
dia format, I resisted. But Richard was persistent, and I began to
reconsider. Although I liked the organization on my Web site, I was
forced to admit that my readers had a lot of trouble with it. About a
third of my replies to those who wrote me consisted of referrals to
the Web pages where the answer to their questions would be found.

Many of the questions I receive from consumers reflect what they
have been told by loan officers and mortgage brokers, who don’t
think about mortgages the way I do. As one example, a mortgage
contract may have a provision that allows the borrower to pay only
the interest for some period—"interest-only.” Any mortgage,
whether it is fixed rate or adjustable rate, can have such a provision.
It is an option. But that is not the way it is marketed. Loan officers and
mortgage brokers sell it as a special kind of mortgage, as if there were
fixed-rate, adjustable rate, and interest-only mortgages. Then their
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Introduction

customers may write me to ask about the advantages and disadvan-
tages of interest-only mortgages compared to those other types.
While this question makes no sense, those who ask it need to learn,
with the least expenditure of time and effort, why it makes no sense.

The encyclopedia A to Z format turns out to be an efficient way to
convey this information, avoiding conflict between the way I per-
ceive a problem and the way many readers perceive it. [ see interest-
only as an option, many readers see it as a type of mortgage, but we
can both agree that in an encyclopedia it appears under “I.”

I'm known as “The Mortgage Professor.” Often in this book I refer
to my Web site, www.mtgprofessor.com, where you'll find backup
information, mortgage calculators, and more to help you make the
best decisions about financing or refinancing your real estate.
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A-Credit A borrower with the best credit rating, deserving of the lowest
prices that lenders offer.

Most lenders require a FICO score above 720. See Credit Score/Use
of FICO Scores by Lenders. There is seldom any payoff for being above
the A-credit threshold, but you pay a penalty for being below it.

Acceleration Clause A contractual provision that gives the lender the
right to demand repayment of the entire loan balance in the event that
the borrower violates one or more clauses in the note.

Such clauses may include sale of the property, failure to make
timely payments, or provision of false information.

I have never seen a note that did not have such a clause.
Borrowers need not concern themselves with it except where the
lender has discretion to exercise it without conditions. This would be
referred to as a “demand feature,” and it would be flagged on the
Truth in Lending Disclosure Statement. If that statement shows
“This loan has a Demand Feature...,” the note should be read with
care. See Demand Clause.

Accrued Interest Interest that is earned but not paid, adding to the
amount owed.

For example, if the monthly interest due on a loan is $600 and the
borrower pays only $500, $100 is added to the amount owed by the
borrower. The $100 is the accrued interest. On a mortgage, accrued
interest is usually referred to as Negative Amortization.

Adjustable Rate Mortgage (ARM) A mortgage on which the interest
rate can be changed by the lender.

While ARM contracts in many countries abroad allow rate
changes at the lender’s discretion (Discretionary ARMs), in the U.S.
rate changes on ARMs are mechanical. They are based on changes in
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