
The Two Mortgage Markets
Primary vs. secondary — why your loan may get sold, and why that's normal

When you get a mortgage, you're actually stepping into two different markets — even though you'll only
ever deal with one of them directly. Understanding the difference explains how your rate gets set, why your
loan might get sold right after closing, and why that's nothing to worry about.

THE PRIMARY MARKET — WHERE YOU
SHOP

■ What It Is
The market where you actually apply for, get approved for, and
close on your loan.

■ Who's In It
Banks, credit unions, and mortgage companies, all competing for
your business.

■ What Happens Here
They check your credit and income, then fund your loan at the
closing table.

■ Why It Matters to You
This is the only market where shopping around and negotiating
actually help.

THE SECONDARY MARKET — BEHIND
THE SCENES

■ What It Is
A market where lenders sell already-made loans to investors
instead of holding them for 30 years.

■ Who's In It
Fannie Mae, Freddie Mac, Ginnie Mae, and private investors who
buy bundles of loans.

■ What Happens Here
Loans get bundled into mortgage-backed securities and sold to
investors nationwide.

■ Why It Matters to You
Investor demand here is a big part of what sets the rate your
lender can offer you.

The Life of a Loan, in 4 Steps

1. You Apply

You work with a lender in the
primary market

2. Lender Funds It

Your loan closes using that lender's
money

3. Lender Sells It

Often resold into the secondary
market within weeks

4. Investor Holds It

Someone else now owns it; you
keep paying the same way

Why the Secondary Market Exists
Without a Secondary Market With a Secondary Market

Bank's Lending Capacity Limited to the deposits it has on hand Refilled constantly by selling loans to investors

Loan Availability Scarce, especially long-term fixed loans Abundant — 30-year fixed loans are the U.S. norm

Interest Rates Likely higher and less predictable More competitive, tied to nationwide investor demand

Risk to Your Bank Concentrated in one lender's hands Spread across thousands of investors nationwide

Congress created the secondary market in the 1930s specifically to keep mortgage money flowing and expand homeownership — it's not a modern add-on, it's
the foundation of how U.S. home lending works.

Why You Should Care
■ Getting a “your loan has been sold” letter is normal. Both your old and new servicer are legally required to notify you before and after the switch;

your rate, payment, and terms don't change.
■ You're protected during the handoff. By law, if you accidentally pay the old servicer within 60 days of a transfer, it can't be treated as late or reported

to a credit bureau.
■ Your rate isn't just about your local bank. It's shaped by what investors nationwide are willing to pay for mortgage bonds, not just your branch's mood

that day.
■ Loan “requirements” trace back to the secondary market. Credit score minimums and paperwork rules largely exist because lenders package your

loan to sell it — not because your loan officer invented them.

SOURCE: Consumer Financial Protection Bureau (consumerfinance.gov) — Regulation X / RESPA mortgage servicing
transfer rules (12 CFR §1024.33); Ginnie Mae (ginniemae.gov) — role guaranteeing FHA/VA/USDA-backed mortgage-backed
securities; Federal Housing Finance Agency (fhfa.gov) — About Fannie Mae & Freddie Mac.

EFFECTIVE DATE OF DATA: General mechanics and consumer protections current as of August 2026. Specific investor
demand and interest rate conditions change daily.

DISCLAIMER: This fact sheet is for general information only and is not exhaustive. The author is not a licensed
mortgage lender or financial advisor. Consult a mortgage lender or licensed mortgage professional for guidance
specific to your situation.


