AMORTIZATION

Your amortization table is an important tool, outlining every mortgage
payment you’ll make and it’s contribution toward equity.

AMORTIZATION is o big word, but a pretty simple
idea. Put in plain terms, it is the process of paying off
debt (your home loan) in equal installments over the
term of your loan.

The amortization schedule you received at closing

outlines how much of your mortgoge payment
is applied to principal and interest each month
throughout your loan term. This helps you keep track
of your balance and understand the true cost of your

home over the life of your loan.

STILL CONFUSED?

Let’s look at an example:

You bought your home for $150,000 with a down
payment of 10%, resulting in a loan amount of $135,000.
You secured a 30-year fixed-rate mortgage at 4.5%
interest with a monthly mortgage payment of $684.03.

THE FOLLOWING ARE HIGHLIGHTS FROM THE FULL AMORTIZATION SCHEDULE ON YOUR LOAN:

If you stayed in your home for 30 years, you would
pay over $246,249 in principal and interest over the
life of the loan. To illustrate the power of interest rates,
on this same loan with a 7% interest rate, you would
pay $323,337 in total principal and interest.

Notice how the amount of principal and interest
paid flip over time? Look at the full schedule to see
the shift happen month-to-month. In the early years of
homeownership, the largest portion of your payment is
applied to interest, meaning you're building equity at
a slower pace. But as the life of the loan progresses,

you see more of your payment applied to your principal,
which pays down your balance faster. Why?2 Because the
interest you are charged each month is calculated using
your outstanding balance, which gets smaller with every
payment you make.

Be sure to pay your mortgage on time so you stay
on schedule and don't incur any late fees or negative
impacts on your credit. If you can, consider paying a
little extra every month and apply it to your principal -
your equity will add up faster and you'll pay off your
mortgage sooner.
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