What is an Annual Percentage Rate (APR)?





Thank you for calling our 24-hour information line. You have requested information on


What is an Annual Percentage Rate (APR)?  The annual percentage rate (APR) is an interest rate that is different from the note rate.  It is commonly used to compare loan programs from different lenders. The Federal Truth in Lending law requires that mortgage companies disclose the APR when they advertise a rate. If life were easy, then all you would have to do is compare APR's from the


lenders/brokers you are working with and pick the easiest one and you would have the right loan.  Right?  Wrong!  Unfortunately, different lenders calculate APR's differently!  So a loan with a lower APR is not necessarily a better rate.  The APR is a very confusing number! Even mortgage bankers and brokers admit it is confusing. The annual percentage rate (APR) is an interest rate that is different from the note rate. The APR does NOT affect your monthly payments. Your monthly payments are a function of the interest rate and the length of the loan.  We provide calculators to calculate your monthly payments as well as your APR.    APR The APR does NOT affect your monthly payments. Your monthly payments are a function of the interest rate and the length of the loan.  


The APR was designed to measure the "true cost of a loan." It was to create a level playing field for lenders. It prevents lenders from advertising a low rate and hiding fees.  Use the APR as a starting point to compare loans.  The APR is a result of a complex calculation and not clearly defined. There is no substitute to getting a good faith estimate from each lender to compare costs.  Remember to exclude those costs that are independent of the loan.  The loan professional that has made this information available to you specializes in assisting those individuals with obtaining a home loan whether for purchase or refinance. Your loan professional in most cases can advice you on the best approach and help you with your specific loan requirements.  Please hold for more options
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