
1.      The purchase money mortgage happens when the seller gives the buyer a personal mortgage and loan.  

2.      Instead of the buyer obtaining the funds from an institutional lender the seller provides the loan for a

agreed upon interest rate and money amount and fixed or adjustable rate. 

3.      The term is negotiable but often is less than the traditional 30 year mortgage.  

4.      Although this has not been a common avenue for financing a transaction since the 1970’s or any

downturn when a buyer cannot qualify for a traditional lender’s mortgage, the purchase money mortgage has

been used in several arenas when necessary. 

5.      Seller’s can often command higher sales prices as explained from Chapter 3 of Finding the Uncommon

Deal: 

The Negotiation 

·     Avoid trying to negotiate a cheaper purchase price for the property. Remember: You are asking the owner

to give you the property in return for future payments, and you are attempting to obtain homeownership that

you would not otherwise be able to afford. For such benefits, offer to pay at least the asking price—if not

more—in order to seal the deal. 

·     If you are seeking seller financing, you can also expect or even offer to pay an above-average interest rate

in exchange for the seller's loan. However, make sure that you agree to an affordable price and a reasonable

payback time period so that the seller does not wind up taking the property back. 

6.      Trusting that the buyer can pay.  Or never trust that the buyer can pay and do a credit check, obtain two

years tax returns and a guarantor if possible and an asset search and employment verification to make sure you

will not wind up in foreclosure court. 

7.      Servicing the loan: Payments are due monthly or as otherwise agreed and the seller is responsible for

collecting payments. 

8.      As Danny Ramrattan of the Adam Leitman Bailey Foreclosure Group explains “If the buyer defaults in

making payments, Seller can commence a foreclosure proceeding. 

9.      Even after a foreclosure auction has happened you will still need to evict the purchaser. 
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