Understanding the Process

HOME MORTGAGES
and Your Right
to Fair Lending
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“JUSt R’ght! . You've been looking at

houses for months and months, and you have
finally found it—the house that's just right.
Now, you're anxious to buy your new home,
move in, and get settled. But you still have an
important task ahead of you—getting a
mortgage loan.

This brochure explains about dealing
with mortgage lenders. It tells you where to
look, what to look for, and what takes place
when you apply for a mortgage. Knowing
what to expect, especially if you are a first-
time homebuyer, may make it easier for you
to get through the process.

You'll also learn about your legal rights
to fair lending and what you have a right to
expect in fair treatment. The Fair Housing
Act and the Equal Credit Opportunity Act
make it unlawful for a lender to decide
whether you qualify for a loan, or to offer less
favorable terms, for reasons such as your race,
national origin or sex and other prohibited
factors.

If you believe you have been unlawfully
discriminated against by a lender, or have
questions about the treatment you have
received, this brochure also tells you where to
file a complaint.

m H { Mere to Shop

“and What to Look For

Once you have found the home of your
choice, you may think that your shopping
days are over. Actually, only the first phase
has been completed. Next comes finding a
mortgage and payment terms that fit your
budget. Where you shop and what you look
for are important.

You might start by looking for a mortgage
at the bank where you have your checking or
savings account. But don't limit yourself. A
wide variety of institutions make home
mortgage loans, including savings and loan
associations, commercial banks, mutual
savings banks, and mortgage companies. The
mortgages these institutions offer will have
varying features. One way to find the creditor
with the most attractively priced loan is to
look in your local newspaper; check to see if
it publishes a shoppers guide to mortgage
credit. These shoppers guides are available in
many localities and can be used to identify
the lenders with low rates. But, basically, the
way to find the loan with the most attractive
terms is to shop around.

You should have in mind some of the
things to look for in a mortgage loan. For
example, what types of loans are available
from a given institution? Does the lender
make privately or federally insured or guaran-
teed loans? Some lenders offer mortgage loans
backed by a federal agency such as the Federal
Housing Administration (FHA loans) or the
Department of Veterans Affairs (VA loans).
Loans that are not government-insured are

called conventional mortgages. Insured
mortgages may be more attractive than
conventional mortgages in some ways—such
as lower downpayment requirements. But
they may be more restrictive in other ways;
for example, they may be available only for
certain kinds of homes, or for properties
whose value is below a specified price.

Other factors important to your mortgage
decision are the length of the loan and the
downpayment required by the lender. The
longer the term and the larger the
downpayment, the smaller your monthly
payments will be. The interest rate is impor-
tant too, and in some cases the amount of the
downpayment will influence the interest rate
that you pay (the larger the downpayment,
the lower the interest rate). In addition,
mortgage loans may have interest rates that
will stay fixed for the life of the loan (fixed-
rate mortgages), that may change (adjustable-
rate mortgages or ARMs), or that represent a
combination of fixed and variable rates
{convertible mortgages). The initial rate of an
ARM is generally lower than the rate avail-
able on a fixed-rate mortgage; but remember,
the rate may change during the lifetime of the
loan. Don't hesitate to ask the lender how
one loan differs from another, how the differ-
ent features of the loan will affect the mort-
gage, or whether your chances to qualify
would improve if you made a higher
downpayment.

When you're shopping around, you will
find that some home mortgage lenders have
special programs to assist veterans, low-
income or first-time homebuyers. Ask the
lender if such programs are available.
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Your Rights
to Fair Lending

Federal law protects every homebuyer looking
for a mortgage loan against discrimination on
the basis of race, color, national origin, reli-
gion, sex, marital status, age, receipt of public
assistance funds, familial status (having
children under the age of 18), handicap, or
exercising your rights under other consumer
credit protection laws. Lenders may not take
any of these factors into account in their
dealings with you.

For instance, lenders may not discourage
you because of your race or national origin
from applying for a mortgage loan. Whatever
your color, they must offer you the same
credit terms as other applicants with similar
loan requests, They may not treat your appli-
cation differently because of your sex or
marital status or familial status. In short, they
are barred from taking into account any of the
factors listed here in their dealings with
applicants or with potential applicants, They
should:

¢ willingly give you an application and other
information you need on how to apply for a
loan.,

¢ willingly discuss with you the various
mortgage loans they offer and give you an
idea whether you can qualify for them.

* diligently act to make a decision—without
undue delay—once you provide all the
information asked for (including, for
example, written evidence of how much
you make or how much you have in sav-
ings), and once they receive other paper-
work required for processing the application
[such as a property appraisal).

e not be influenced by the racial or ethnic
composition of the neighborhood where the
home you want to buy is located.

If you apply for a mortgage and are turned
down, remember that not all institutions have
the same lending standards, Shop around for
another lender. But if the way you were
treated suggests the possibility of unlawful
discrimination, you might talk to:

Private fair housing groups. Often these groups
can walk you through the mortgage process.
They can also help you understand whether
your experience suggests that the lender is
discriminating unlawfully, and can help you
decide whether to file a complaint.

Human rights agencies. These are government
agencies set up by a city, county, or state
government to deal with discrimination.

Attorneys. They can advise you whether the
treatment you received gives you legal
grounds for bringing a lawsuit against the
lender. They can tell you about monetary
damages and other types of relief available
to individuals who can prove that illegal
discrimination occurred.

Federal or state enforcement agencies. They can
check the activities of mortgage lenders to
make sure they complied with the laws
against lending discrimination. When you
write, include your name and address; name
and address of the lending institution you are
complaining about; address of the house
involved; and a short description and the date
of the alleged violation.

Federal Laws Against
Discrimination in Home Financing

The Fair Housing Act prohibits discrimination
in housing sales or loans on the basis of race,
religion, color, national origin, sex, familial
status [having children under the age of 18),
or handicap.

The Equal Credit Opportunity Act prohibits
discrimination in any aspect ol a credit
transaction on the basis of race, religion, age,
color, national origin, receipt of public assis-
tance funds, sex, marital status, or the exer-
cise of any right under the Consumer Credit
Protection Act.







