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Introduction

Buying a home is one of the most significant
financial decisions you’ll make in your
lifetime. Understanding the language of real
estate is crucial for making informed
decisions and navigating the process
successfully

\

This comprehensive guide contains 100 essential real estate terms that every home
buyer should know. Each term is explained in clear, practical language with
examples and context to help you understand not just what these terms mean, but
how they apply to your home buying journey. The real estate industry has its own
vocabulary, and being fluent in these terms will help you communicate effectively
with real estate professionals, understand contracts and legal documents, make
informed financial decisions, avoid costly mistakes, and feel confident throughout
the buying process.



REAL ESTATE INVESTMENT SERIES
Getting Started - The Foundation

Basic Financial Terms

1. Mortgage

A long-term loan used to finance the purchase of real estate, typically repaid over 15-30
years with interest. The property itself serves as collateral for the loan, meaning the lender
can foreclose if payments aren’t made.

2. Down Payment

The initial cash payment made toward the purchase price of a home, typically ranging from
3% to 20% of the home’s price. A larger down payment often results in better loan terms
and eliminates the need for private mortgage insurance.

3. Closing Costs

Various fees and expenses associated with finalizing a real estate transaction, typically 2-
5% of the home’s purchase price. These include appraisal fees, title insurance, attorney
fees, loan origination fees, and government recording charges.

4. Property Taxes

Annual taxes paid to local government based on the assessed value of the property.
These taxes fund local services like schools, fire departments, and road maintenance.
Property taxes are often collected monthly as part of your mortgage payment.

5. Homeowners Insurance

Required insurance that protects against damage to the home and personal property from
covered perils like fire, theft, and certain weather events. Lenders require this insurance to
protect their investment in the property.

Pre-Purchase Preparation

6. Pre-qualification

An informal assessment where a lender reviews your financial information (income, debts,
assets) to provide an estimate of how much you might be able to borrow. This gives you a
general idea of your budget but isn’t a guarantee of loan approval.

7. Pre-approval

A more formal process where a lender thoroughly examines your financial situation and
credit history, then provides a written commitment to lend up to a specific amount. Pre-
approval letters strengthen your position when making offers.

8. Credit Score

A numerical representation (typically 300-850) of your creditworthiness based on your
credit history. Higher scores generally qualify for better interest rates and loan terms. Most
conventional loans require a score of 620 or higher.

9. Debt-to-Income Ratio (DTI)
The percentage of your monthly gross income that goes toward paying debts. Lenders
typically prefer a DTI of 43% or lower, including your projected mortgage payment.
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10. Earnest Money

A deposit made by the buyer to demonstrate serious intent to purchase the property. This
money is held in escrow and applied toward the down payment at closing. If the buyer
backs out without valid cause, they may forfeit this deposit.

11. Escrow

A neutral third-party account where funds and documents are held during a real estate
transaction. This ensures all conditions are met before money and property ownership
change hands.

12. Home Inspection

A thorough examination of a property’s condition by a qualified professional inspector. This
typically covers structural elements, electrical, plumbing, HVAC systems, and other major
components to identify potential issues.

Financing Your Home
Mortgage Types and Terms

13. Conventional Loan

A mortgage not insured or guaranteed by a government agency (FHA, VA, or USDA).
These loans typically require higher credit scores and down payments but may offer
competitive rates for qualified borrowers.

14. FHA Loan

A mortgage insured by the Federal Housing Administration, designed to help borrowers
with lower credit scores or limited down payment funds. FHA loans typically require as little
as 3.5% down but include mortgage insurance premiums.

15. VA Loan

A mortgage benefit available to eligible veterans, active-duty service members, and some
surviving spouses, guaranteed by the Department of Veterans Affairs. These loans often
require no down payment and don’t require private mortgage insurance.

16. USDA Loan

A mortgage program for eligible rural and suburban homebuyers, guaranteed by the U.S.
Department of Agriculture. These loans may offer 100% financing (no down payment) for
qualified borrowers in designated rural areas.

17. Fixed-Rate Mortgage

A mortgage with an interest rate that remains constant throughout the life of the loan. This
provides predictable monthly payments but typically starts with higher rates than
adjustable-rate mortgages.

18. Adjustable-Rate Mortgage (ARM)

A mortgage with an interest rate that can change periodically based on market conditions.
ARMs typically start with lower rates than fixed-rate mortgages but carry the risk of rate
increases over time.
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Interest and Payment Structures

19. Principal

The amount of money borrowed for the mortgage, excluding interest. Each monthly
payment includes both principal and interest, with the principal portion increasing over
time while the interest portion decreases.

20. Interest

The cost of borrowing money, expressed as an annual percentage rate (APR) of the loan
amount. Interest rates are influenced by market conditions, the borrower’s
creditworthiness, and loan terms.

21. APR (Annual Percentage Rate)

The total cost of the loan expressed as an annual rate, including not just the interest rate
but also fees and other loan costs. APR provides a more complete picture of the loan’s
true cost.

22. Amortization

The process of gradually paying off a mortgage through regular monthly payments that
include both principal and interest. Early payments consist mostly of interest, while later
payments apply more toward principal.

23. Points

Prepaid interest paid to the lender at closing to reduce the mortgage interest rate. Each
point typically costs 1% of the loan amount and reduces the rate by about 0.25%. Points
can be tax-deductible in many cases.

24. Interest Rate Lock

A guarantee from the lender that your interest rate won’'t change for a specified period
(typically 30-60 days) while your loan application is processed. This protects you from rate
increases during the approval process.

25. PMI (Private Mortgage Insurance)

Insurance that protects the lender if the borrower defaults on the loan. PMI is typically
required for conventional loans with down payments less than 20% and can be removed
once the borrower reaches 20% equity in the home.

The Search and Offer Process
Market Analysis and Property Evaluation

26. MLS (Multiple Listing Service)

A comprehensive database used by real estate professionals to share information about
properties for sale. The MLS contains detailed property information, photos, and pricing
history, making it the primary tool for finding available homes.

27. CMA (Comparative Market Analysis)

An evaluation of a property’s value based on recently sold properties with similar
characteristics in the same area. CMAs help determine appropriate listing prices for sellers
and offer prices for buyers.
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28. Market Value

The price a knowledgeable buyer would pay and a knowledgeable seller would accept for
a property in an open market. Market value is influenced by location, condition, size, and
current market conditions.

29. Assessed Value

The value of a property as determined by a local government assessor for tax purposes.
Assessed values may differ significantly from market value and are used to calculate
property taxes.

30. Appraisal

A professional opinion of a property’s value conducted by a licensed appraiser. Lenders
require appraisals to ensure the home’s value supports the loan amount, protecting both
the lender and borrower from overpaying.

31. Seller’'s Market

A market condition where there are more buyers than available properties, typically
resulting in higher prices, faster sales, and more favorable conditions for sellers. Buyers
may need to act quickly and make competitive offers.

32. Buyer’s Market

A market condition where there are more properties available than buyers, typically
resulting in lower prices, longer selling times, and more favorable conditions for buyers.
Buyers have more negotiating power and selection.

Making and Negotiating Offers

33. Listing Price

The price at which a property is advertised for sale. This is the seller’s starting point for
negotiations and may be set above, at, or below the expected selling price depending on
market conditions.

34. Offer

A formal proposal to purchase a property at a specified price and under specific terms and
conditions. Offers should be based on market analysis, property condition, and the buyer’s
financial situation.

35. Offer Letter

A written document that accompanies an offer, explaining the buyer’s situation and why
they want to purchase the property. Personal offer letters can help buyers stand out in
competitive markets.

36. Counteroffer

A response to an offer that changes the original terms, such as price, closing date, or
contingencies. Counteroffers allow both parties to negotiate until they reach mutually
acceptable terms.
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37. Multiple Offers

A situation where a seller receives several offers on their property simultaneously. This
often occurs in competitive markets and may result in bidding wars that drive prices above
the listing price.

38. Escalation Clause

A provision in an offer that automatically increases the bid by a specified amount above
competing offers, up to a maximum limit. This helps buyers remain competitive without
overpaying significantly.

Legal and Documentation
Contracts and Legal Protections

39. Purchase Agreement

The legally binding contract between buyer and seller that outlines all terms and
conditions of the sale, including price, closing date, contingencies, and responsibilities of
both parties.

40. Contingency

A condition that must be satisfied for the sale to proceed. Common contingencies include
financing, home inspection, and appraisal. If contingencies aren’t met, the buyer can
typically withdraw from the contract.

41. Contingency Clause

Specific language in the purchase agreement that outlines the conditions, deadlines, and
procedures for contingencies. These clauses protect the buyer’s interests and provide exit
strategies if problems arise.

42. Home Inspection Contingency

A clause allowing the buyer to have the property professionally inspected within a
specified timeframe. If significant issues are found, the buyer can request repairs, credits,
or withdraw from the contract.

43. Appraisal Contingency

A provision that protects the buyer if the home appraises for less than the agreed
purchase price. The buyer can typically renegotiate the price, pay the difference in cash,
or cancel the contract.

44. Financing Contingency

A clause that allows the buyer to cancel the contract if they cannot secure the agreed-
upon financing within a specified timeframe. This protects buyers from losing their earnest
money due to loan denial.

Ownership and Title Issues
45, Title

The legal right to own and use a property. Clear title means there are no disputes or
claims against the property that would prevent transfer of ownership.
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46. Title Search

An examination of public records to verify the seller’s legal ownership and identify any
liens, easements, or other claims against the property. This process helps ensure the
buyer receives clear title.

47. Title Insurance

Insurance that protects the buyer and lender against financial loss due to title defects not
discovered during the title search. There are two types: owner’s title insurance and
lender’s title insurance.

48. Deed
The legal document that transfers ownership of real property from one party to another.
The deed must be properly executed and recorded to complete the transfer of ownership.

49. Deed of Trust
A legal document that secures the mortgage loan by giving the lender a claim against the
property. In some states, this is used instead of a mortgage document to secure the loan.

50. Lien

A legal claim against a property for unpaid debts. Common liens include mortgages, tax
liens, and contractor liens. Liens must typically be resolved before the property can be
sold.

51. Easement

A legal right for someone to use another person’s land for a specific purpose, such as
utility lines or shared driveways. Easements “run with the land” and transfer to new
owners.

The Closing Process
Final Steps and Settlement

52. Under Contract

The status of a property after the purchase agreement has been signed by both parties but
before closing. During this period, contingencies are satisfied, and final preparations are
made.

53. Due Diligence
The buyer’s investigation period during which they verify all aspects of the property and
transaction. This includes inspections, appraisals, title searches, and final loan approval.

54. Walk-Through

A final inspection of the property; typically conducted 24-48 hours before closing, to
ensure the property is in the agreed-upon condition and any required repairs have been
completed.
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55. Closing

The final meeting where ownership of the property is transferred from seller to buyer.
Documents are signed, funds are exchanged, and the keys are delivered to the new
owner.

56. Closing Date

The date specified in the purchase agreement when the final transaction will take place.
This date can be adjusted by mutual agreement if needed to accommodate financing or
other requirements.

57. Closing Agent
A neutral third party (often an attorney or title company representative) who facilitates the
closing process, ensures all documents are properly executed, and handles the exchange
of funds and keys.

58. Closing Disclosure

A document provided by the lender at least three business days before closing that details
the final loan terms, closing costs, and cash needed to close. This replaces the previous
HUD-1 settlement statement.

59. Settlement Statement

A detailed accounting of all financial aspects of the transaction, showing exactly how much
the buyer and seller will pay and receive at closing. This document ensures transparency
in the final transaction.

Post-Purchase Considerations

60. Home Equity

The difference between the current market value of your home and the amount you owe
on your mortgage. Equity builds as you pay down your loan and/or your home appreciates
in value.

61. Home Equity Loan

A loan that allows homeowners to borrow against the equity in their home, typically at fixed
interest rates. These loans are often called “second mortgages” and are commonly used
for home improvements or debt consolidation.

62. HELOC (Home Equity Line of Credit)

A revolving credit line secured by your home’s equity, similar to a credit card. HELOCs
typically have variable interest rates and allow you to borrow money as needed up to your
credit limit.

63. Refinance

The process of replacing your existing mortgage with a new one, typically to take
advantage of lower interest rates, change loan terms, or access home equity. Refinancing
involves many of the same steps as the original mortgage process.

64. Certificate of Occupancy

A document issued by local government certifying that a property meets building codes
and zoning requirements and is safe for occupancy. This is typically required for new
construction or significant renovations.
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Additional Important Terms

Real Estate Professionals

65. Real Estate Agent

A licensed professional who represents buyers or sellers in real estate transactions.
Agents must work under a licensed real estate broker and are compensated through
commissions.

66. Realtor

A real estate agent who is a member of the National Association of Realtors (NAR) and
agrees to follow its code of ethics. All Realtors are real estate agents, but not all real
estate agents are Realtors.

67. Listing Agent

The real estate agent who represents the seller in a transaction. They are responsible for
marketing the property, showing it to potential buyers, and negotiating on behalf of the
seller.

68. Buyer’s Agent

A real estate agent who represents the buyer’s interests in a transaction. They help buyers
find properties, analyze market conditions, make offers, and navigate the closing process.
69. Dual Agency

A situation where the same real estate agent or brokerage represents both the buyer and
seller in a transaction. This creates potential conflicts of interest and requires specific
disclosures and procedures.

Lending and Finance

70. Lender

A financial institution (bank, credit union, mortgage company) that provides mortgage
loans to homebuyers. Lenders evaluate borrowers’ creditworthiness and set loan terms
and conditions.

71. Loan Officer

A representative of the lending institution who works directly with borrowers through the
mortgage application process. They help gather required documentation and guide
borrowers through loan approval.

72. Underwriting

The process by which lenders evaluate the risk of providing a mortgage loan. Underwriters
review the borrower’s credit, income, assets, and the property to determine loan approval
and terms.

73. Loan-to-Value Ratio (LTV)

The percentage of the property’s value that is being financed. For example, if you buy a
$200,000 home with a $160,000 mortgage, the LTV is 80%. Lower LTVs typically result in
better loan terms.



REAL ESTATE INVESTMENT SERIES
Property Types and Features

74. Condominium (Condo)

A type of ownership where you own your individual unit and share ownership of common
areas with other unit owners. Monthly HOA fees cover maintenance of shared spaces and
amenities.

75. Townhouse
A multi-story home that shares walls with adjacent units. Townhouse owners typically own
their unit and the land beneath it, along with any associated yard space.

76. Single-Family Home
A detached residential structure designed for one family, typically including the home and
the land it sits on. This is the most common type of homeownership in the United States.

77. HOA (Homeowners Association)

An organization that manages and maintains common areas in a community and enforces
community rules and regulations. HOA membership is typically mandatory for
homeowners in the community.

78. HOA Fees

Regular payments made to the homeowners association to cover maintenance of common
areas, amenities, and community services. These fees vary widely based on the
community and services provided.

Market Conditions and Analysis

79. Days on Market (DOM)

The number of days a property has been listed for sale. Properties with high DOM may
indicate pricing issues or problems with the property, while low DOM suggests high
demand.

80. Price per Square Foot

A metric used to compare properties by dividing the sale price by the home’s total square
footage. This helps evaluate whether a property is reasonably priced compared to similar
homes.

81. Absorption Rate

A measure of how quickly homes are selling in a particular market, calculated by dividing
the number of homes sold in a period by the average number of homes available. This
indicates market strength.

Special Situations

82. Foreclosure

The legal process by which a lender repossesses a property due to the borrower’s failure
to make mortgage payments. Foreclosed properties are often sold at below-market prices
but may require significant repairs.
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83. Short Sale

A sale where the property sells for less than the amount owed on the mortgage, with the
lender’s approval. Short sales can be lengthy processes and may affect the seller’s credit
rating.

84. REO (Real Estate Owned)

Properties owned by lenders after unsuccessful foreclosure auctions. REO properties are
typically sold through real estate agents and may offer opportunities for buyers but require
careful evaluation.

Additional Documentation

85. Property Disclosure Statement

A document where sellers disclose known material defects or issues with the property.
Disclosure requirements vary by state, but sellers are generally required to reveal known
problems that could affect value or safety.

86. Seller’s Disclosure

Similar to a property disclosure statement, this document details any known issues with
the property that the seller is aware of. Buyers should review this carefully and consider
additional inspections if needed.

87. Survey

A professional measurement and mapping of a property’s boundaries, structures, and
features. Surveys help identify potential boundary disputes and ensure the property
matches legal descriptions.

Insurance and Warranties

88. Home Warranty

A service contract that covers the repair or replacement of major home systems and
appliances for a specific period (usually one year). Home warranties differ from
homeowners insurance in what they cover.

89. Flood Insurance

Separate insurance that covers damage from flooding, which is not covered by standard
homeowners insurance. Flood insurance may be required if the property is in a designated
flood zone.

Investment and Tax Considerations

90. Capital Gains

The profit realized from selling a property for more than its purchase price. Primary
residence sales may qualify for capital gains exclusions under certain circumstances.

91. 1031 Exchange

A tax-deferred exchange that allows investment property owners to sell one property and
purchase another similar property while deferring capital gains taxes. This applies only to
investment properties, not primary residences.
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Technology and Modern Tools

92. Virtual Tour

An online tool that allows potential buyers to “walk through” a property remotely using 360-
degree photography or video. Virtual tours became especially important during the
COVID-19 pandemic.

93. Automated Valuation Model (AVM)

A computer-based tool that estimates property values using mathematical modeling and
available data. AVMs are useful for quick estimates but are not substitutes for professional
appraisals.

Miscellaneous Important Terms

94. Curb Appeal
The attractiveness of a property as viewed from the street. Good curb appeal can
significantly impact a home’s marketability and value.

95. Walkability Score

A numerical rating (0-100) that measures how easy it is to accomplish errands on foot from
a particular address. Higher scores indicate more walkable neighborhoods with better
access to amenities.

96. Open House

A scheduled period when a property is open for viewing by potential buyers without
individual appointments. Open houses are marketing tools that can generate interest and
offers.

97. Pocket Listing
A property that is for sale but not advertised publicly or listed on the MLS. These “off-
market” properties are typically marketed to a select group of potential buyers.

98. Contingent Offer
An offer that depends on specific conditions being met before the sale can proceed. The
property remains on the market until all contingencies are satisfied or waived.

99. Pending Sale
The status of a property after all contingencies have been met and the sale is proceeding
to closing. Pending properties are typically no longer available for new offers.

100. Recording

The process of filing real estate documents with the appropriate government office to
make them part of the public record. Recording provides legal notice and establishes
priority of claims against the property.
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Conclusion

REAL
ESTATE

terms will empower you to navigate the home
buying process with confidence. Keep this guide
handy throughout your journey, and don’t
hesitate to refer to it whenever you encounter
unfamiliar terms or concepts.

Remember that real estate transactions involve significant legal and financial
implications. While this guide provides valuable information, always consult with
gualified professionals—including real estate agents, attorneys, lenders, and
inspectors—for advice specific to your situation.

Good luck with your home buying journey!



Disclaimer

This guide is for educational purposes only and does not constitute
legal, financial, or real estate advice. Terms and practices may vary by
location and change over time.

Always consult with qualified professionals for advice specific to your
situation.

This guide is compiled by Greencore Realty Rx Real Estate Investment
Series.
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