Real Estate Principles
Chapter 13 Answer Key

Chapter 13
Residential and Commercial Property Financing
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Short Answer
1. In judicial foreclosure, a lender must sue the borrower in court to get the court to order the sale of the mortgaged property so the proceeds of the sale can be used to retire the debt. In a non-judicial foreclosure, no lawsuit is necessary and the lender may sell the pledged property directly and use the sale proceeds to retire the debt. In strict foreclosure, title to the property passes to the lender immediately upon the default to sell or retain as the lender wishes.
2. Title to the property is transferred to a trustee while a deed of trust is place, but the mortgagor retains title to the property while a mortgage is in place.
3. Loans are originated in the primary mortgage market. Loans are bought, sold, and repackage into mortgage-backed securities in the secondary mortgage market.
4. Fannie Mae and Freddie Mac compete against each other to purchase loans in the secondary market and issue securities backed by those loans to investors.
5. Consumer Credit Protection Act (Regulation Z)
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