
Definition

The term “mortgage loan” refers to a loan secured by real estate. When you take out 
a mortgage loan, you borrow money from a lender and agree that real estate will be 
collateral for the loan. You sign a mortgage document that grants the lender a lien on 
the real estate. If you fail to repay the loan as agreed, the mortgage document gives the 
lender the right to foreclose (take) and sell your real estate to pay off the balance on the 
mortgage loan.

Prerequisites:

■■ Typically need a good credit history to qualify for a mortgage loan

■■ Typically need a down payment

■■ Need sufficient income to service mortgage payments

Key strengths:

■■ Interest rates are often lower than other types of loans

■■ Terms are typically 15 to 30 years

■■ Many different types of mortgage loans are available

Key tradeoffs:

■■ You can get stuck with a mortgage loan that is larger than the value of the home

■■ Your freedom to use the home is limited

■■ Most mortgages are not negotiable
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Variations from state to state

■■ Contract and real estate law varies from state to state

How is it implemented?

■■ Obtaining a mortgage loan typically involves a significant amount of paperwork and 
may require a lawyer
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