"On my honor, I have neither given nor received unauthorized aid on  this quiz."  PRIVATE 

Signed________________________________  

Print name:___________________________________                         


Principles of Real Estate
Quiz 3

1.
Compute the lenders expected yield for the following monthly payment Adjustable Rate Mortgage (ARM) if the lender expects the borrower to repay the loan, without penalty, at the end of three years.  The ARM is indexed to yields on one-year US Treasury Securities with a 275 basis point margin.  The contract rate of interest is adjusted annually and has interest rate caps of 2% at the time of the adjustment and 6% over the life of the loan.  The loan has a $1,000 origination fee and two discount points (20 points)



Loan amount:

$100,000.00




Initial interest rate:
4.25%




Loan term:

30 years     




Expected yield on one-year US Treasury securities





End of year 1:

5.0%





End of year 2:

6.5%

