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Finance Instrument & Basic Features of a Residential Loan 
1. A shared appreciation mortgage (SAM) is used for different purposes by both the homebuyer and the lender. The purpose of SAM is to enable to lender and the homebuyer to share the appreciation of the home after reselling. It also allows the homebuyer to pay lower monthly interest rates, which promotes affordability. Also, SAM helps offset the loss of interest on loans in case the property has been resold. I think that I would be comfortable purchasing a SAM because it would guarantee that I benefit from the appreciation of the property. Also, it would be comfortable because it guarantees lower monthly interest rates, which would make the property more affordable. Sharing the appreciation means that there will be profits from the asset. 
2. Loan to Value (LTV) ratio is a financial term that is used to express the ratio of a loan to the value of property purchased. It compares the size of a loan to the value of the property purchased. It is term used to measure the relationship between the amount of a loan and the market value of the asset being purchased. LTV helps lenders to determine the risks that a lender can face if the loan is not repaid in full. Also, it benefits lenders by allowing them to assess the risk before approving a mortgage. LTV protects lenders by ensuring that they understand the risks of any mortgage before approving. Besides, it protects them from giving loans which are unrecoverable. 
