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							Interest rate and annual percentage rate (APR)-those are the same thing, right? Unfortunately, too many mortgage buyers don’t realize the answer is no. The interest rate on your mortgage loan is different from the APR and understanding both is important to getting the best deal on your mortgage.


Interest Rate


The interest rate on a loan is the cost for borrowing the mortgage principal. It is a percentage of the amount and can be either fixed or variable. The interest rate is amortized over the life of the loan and the interest payment is rolled into the monthly mortgage payment.


APR


The annual percentage rate is a measurement of total costs to the borrower. The APR includes not only the interest rate but also the upfront costs like points, broker fees, closing costs, etc. All of these fees are factored in and expressed as a percentage.


Why It Matters


The interest rate and the APR provide the borrower with ways to compare other loans and to figure out which loan is the best value. By looking at the interest rate, borrowers can see how much their monthly payments will be. When choosing between several mortgage offers, they can compare both the interest rate and the APR to understand the true cost of each one. For example, one loan may have a lower interest rate but more discount points may be required. The APR on that loan may actually be higher than one with a higher interest rate. Comparing loans based on APR can help borrowers understand what they will pay once all fees and points are accounted for. (It is important for borrowers not to compare the interest rate from one loan with the APR from the other. Otherwise it will not be a fair apples-to-apples comparison.)


APR and interest rate are also important tools for deciding which loan is best based on a borrower’s housing time frame. The longer a borrower plans to stay in his house, the more it makes sense to choose the mortgage with the lowest APR. That’s because the APR is calculated by spreading the fees over the life of the loan. If a borrower moves before the loan term is up, the APR could actually be much higher. If borrowers only plan to be in their home for a few years, they may find it more cost effective to take a higher interest rate with fewer upfront fees. It wouldn’t make sense to pay several points to bring down the interest rate only to move within a few years. The initial cost would be more than the monthly interest savings; in some cases a higher APR may be more desirable.


Both interest rates and APRs are useful for comparing mortgage costs but they are different. Call Cornerstone Equity Group, Inc. today at 			702-780-1500
	, we can help you to figure out which interest rate and APR make the most sense for you. 


			

			
				Comments

								Post a Comment
				
					Error:
					
				

				
					
						
							Name
							
						

						
							Email
							
						


						
							Comment
							
						

						[image: Please enter this text]
						
							Please enter the answer from the image above
							
							
						

						
							Post Comment
						

					

				

				
					Comment Submitted!

				

			

		

		
			Recent Posts


			
			
				
			
			What Closing Costs and Fees Do I Have to Pay with a VA Loan?
		
			
			
				
			
			Should I Sell or Rent my Home when I move?
		
			
			
				
			
			The ABCs of Home Loan Options: A Guide for Teachers and Educators
		
			
			
				
			
			Using the FHA 203(k) Loan to Renovate Your Home
		
			
			
				
			
			The Impact of Your Credit Score on Interest Rates
		
	

Blog Tags


			

			Purchasing a Home
		
			

			mortgage brokers
		
			

			Interest Rates
		
			

			VA Loans
		
			

			Fixed Rate Mortgages
		
			

			Adjustable Rate Mortgages
		
			

			Refinancing a Home
		
			

			First-time Homebuyers
		
			

			Conventional Loans
		
			

			Preapproval
		
			

			Mortgage
		
			

			Debt Consolidation 
		
			

			Home Equity
		
			

			Reverse Mortgages
		
			

			Mortgages
		
			

			Jumbo Loans
		
			

			FHA Loans
		
			

			Credit
		
			

			HELOC
		
			

			Bankruptcy
		
			

			Apply
		
			

			Savings
		
			

			Pre-qualification
		
			

			Government Loans
		
			

			USDA Loans
		
			

			Doctors
		
			

			Debt
		
			

			Closing Costs
		
			

			Mortgage Advice
		
			

			Home Renovation Loans
		
			

			Remember
		
			

			Never Forget
		
			

			Sell
		
			

			Happy Thanksgiving
		
			

			Safe Travels
		
			

			Reverse Mortgage
		
	




		

	




		
		

		


    
        
    
        Cornerstone Mortgage


        MAIN OFFICE: 
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            Cornerstone Equity Group, Inc., dba Cornerstone Mortgage is an equal opportunity lender.
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      Cornerstone Equity Group, Inc., dba Cornerstone Mortgage is licensed as a Mortgage Loan Originator Company by the Hawaii Department of Commerce and Consumer Affairs, license number HI-340311.
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