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S Gather Your Documents
Prequalification

» Credit Pull

» Monthly Payments
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Social Permanent

Income security Disability

Paycheck CO-VID19 » 580 min = 620 min
— e Credit »With Overlays
Changes »2 months reserves
»DTI - 45 CAP
»No Gifts

Tax return
2 years

Example
Debt-to-

Income 400 (monthly debt) + $1500 (PITI/house payment) + $50 HOA

Lenders TyplCO”y want to see Divide by gross income of $5000
that your total monthly debts

are no more than 36% of your

monthly gross income.
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Self-employed Borrower

» Tax Returns

»P&L Statement . ereye
»Bank Statements Liabilities

» Analysis
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Loan Types
FHA Loans

Loans issued through the U.S. Department of

Government loans
o Housing and Urban Development (HUD) are
q insured by the FHA.
Conventional products

Government

21

Geared for:
First time buyers

With limited funds ¥ .
Past credit challenges = ‘ Downside to FHA?

Mortgage
Insurance




1.75%

Upfront Mortgage Insurance

Qualifying Amount

» The higher of ...
» 1% of balance, or
» Actual payment

» Exercise: John has a $150,000 student loan. The LO must qualify him
based on what monthly amountin student loans2

* 3% Down

« Use the actual student

loan payment

* MI cancelled (80% value)

 Income restrictions
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Downside to FHA?
Student Loans

O 3 MorigageProducts  Resources Leaing  Guide&Bulleins  News & nsights

Home Possible®

Who Is Home Possible* For?

fexibilties than ever
home, + Borrowers desiring a low down payment
Solution with lexble sources of funds.

Inadditon to s down quirement of s ftle as 5%,
toresponsibly

tohave another bortowers.

rced prop cing and the ease of
+ First-time homebuyers, move-up

Your business and your communitis 2t the same time.

Oursite uses cookies that we stoe o yourcomputer. We use thenformation collectd  improve user experince and ensure the it works 95
intended. You can eam more by reading ou Prvacy Pally. 7. By ontinuing o useth s, you conset 10 th placermentof hese cookie.

Originating & Underwriting

HomeReady Mortgage

B acksurcuide

Built with today's homebuyers in mind Q0 Help&Training

our

today's credlt-worthylowincome borrowers D g
Ideal HomeReady Borrowers B Realestate professionals
+ Lowincome

« Firsttime or repeat homebuyers
« Limited cash for down payment

e picing
o ———— -
+ Lookingtopurchseor efinance o [BANCE

Homeownership Education Requirement
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VA Loan

o

N o CREDIT CARDS  BANKING  INVESTING
Bestor  Compare  Calculators  Resd & learn

VA Home Loan Changes in 2020
Geared for: ? . ‘ :\rr:vl::vf;v;gw;(;easedvA loan funding fees and eliminated loan

Service members T 7 ‘ @ o

Veterans L ‘ 7

Eligible surviving
spouses

1. VA Loan Basics

Eigibie? v

2.15 A VA Loan Right For
You?

0 1yoe here o search
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determined by a formula that takes into account your entitlement and home.

st funcing fee chanc

P .

VA funding fee to increase

The VA funding fee you pay in 2020 will depend on your down payment
amount and whether you've ever had a VA-backed loan before. If you haven',
s “frst use” loan, and if you have, it's a “subsequent use” loan. You can pay
the fee upfront or rol the cost into the foan.

e fee for first-use, zero-down loans is 2.3% of the loan amount in 2020, up|

ftay i place for two vears, retur to 2019 levels from 2022 through Sept. 30,
2025, and then drop further after that

The funding fee inerease is lower and lasts for a shorter period than carlier
proposals, Birk says. Il's citical that the VA loan remains affordable.

» MORE: S the 2020 Va funding fee char

Other VA funding fee changes

The Blue Water Navy Vietnam Veterans Act of 2019 made a couple of other
funding-fee changes. Starting in 2020, the fees will be the same for the main
branches, National Guard and reservists. Currently, National Guard and Reserve.
members pay slightly higher fees

In addition, active-duy s

ice members who have reccived a Purple Heart are
now exemol lrom the i o

= R
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Conyentional.Financing
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What Are the Types of Conventional Loans?
There are several types of conventional loans that you may come across as you compare
lenders and mortgage options. Here are some of the most common ones and how they work.

Conforming Conventional Loans

Jumbo Conventional Loans

If you want to borrow more than the lending limits for conforming loans, you should look for

(0T and put down a

Module 2 - Credit

Your credit score
determines which
loans you’ll qualify
for and the interest
rate you'll receive.
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Conventional

» Higher Credit Score
» Higher Down Payments
» 20% down fo avoid PMI

Why are credit scores
importante

40

CO-VID19 »580 min = 620 min

Credit »With Overlays
Changes




Overlays

» 2 months reserves
»No gifts
» DTl 45.000000000

credit challenge

FALSE

Consumers can now self-
report a utility bill o all
three bureaus.

Consumers CAN self-report
to Experian. Look for

as you
can have certain utility

accounts included in your
credit report to help
increase your score.

5/1/2022
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Consumers now have a

new FICO option that can

help increase your credit TRUE
score, called the UltraFICO.

How the UltraFICO™ Score Works

Select

A. Length of Credit History

What information from a credit
report impacts the score the most?

B. Payment History

C. Amounts you owe




B

Payment History

55

What items can destroy a credit
score quickly?
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Credit Score Calculations Based on:

B Payment History
B Amounts Owed

Length of Credit
History

m Types of credit
used

m New Credit

56

Select

A. Missing a payment

B. Maxing out credit cards
C. Outstanding Collection
D. All of the above

Consider a 30-day late payment on something
important like a mortgage. How many points would
you lose on your score if you had a 720 score?

10



Select

A. Possibly 50 points

B. Possibly 100 points
C. Possibly 140 points
D. None if it's your first late, 200 poinfts if it's not

Under Federal law,
consumers can receive d
FREE credit report every 6
months from the 3 credit
reporting agencies
(Equifax, Experian, and
TransUnion).

AnnualCreditReport.com

Spot identity theft early.
Review your credit reports.

‘Suspicious activity o accounts you don't recognize can be signs of \ - Y
idenity theft. Review your credit reports to catch problems early. S

| Leam more about identity Thet |

PAUSE 1t ESCEN R IER )  GOODCREDIT  DONTBEFOOLED — MORETHANASCORE  NOTLIKE THE OTHERS

m All about credit reports  Requestyoursnow!  Whatto look for  Protect your identity  Frequently asked questions  Contact us

TransUnion>

65
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)
)

C

False

L
[

Lenders can now pull credit
reports which tell them
whether or not a consumer

can gain additional points
on their credit and HOW.

11



True

False

Credit Lock

» Same impact on your
credit

» Uses mobile-enabled
usernames and
passwords to lock and
unlock credit report.

5/1/2022

A “Credit Report Lock” and
a “Security Freeze" on your
credit report are the same
thing.

Module 3 - Mortgage
Process

12



Mortgage Consultation
and Prequadlification
» Affordability

» Downpayment/Programs

» Estimated monthly
payment

» Qualification
» Credit

Your Clients Need to Know These
Percentages

Interest Rate

e ol

Let's talk
Interest Rates

Interest Rate vs APR

Intferest Rate does not include
other fees associated with
obtaining a mortgage

APR includes the Interest Rate
AND other factors such as
closing costs

5/1/2022
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Check €211

» For your county

Process

M- Appraisal

The v’ﬁ@"

Ve

Underwriter

5/1/2022

»3 VOEs
Loan

Processing

14



Underwriter's
Responsibility

Underwriter’s
Responsibility

Review
application for
completeness

o Residential history
o Employment
history

Payment
history

Late
payments,
collections,
judgments/pu
blic records,
charge - offs?

If an underwriter sees a late pay within
the last 30 days, does that kill the deal?

88

Has the borrower established an

acceptable credit history? Asset review

UwW
Checking...

Are there any credit inquiries in
the last 120 days?

Has any new credit been
opened? If it has, is it reporting
on the credit report and been
including in ratios?

89
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Review credit

o All debts counted
o Payment history

« If a late pay, is there a letter of
explanation to support it?

« Extenuating circumstances?

* Has the seasoning
requirements been met for
any derogatory credit (i.e.
foreclosure, short sale, deed-
in-lieu, bankruptcy, judgment,
liens)

Review

15



Asset review

Income
Review

Make sure that any joint owner has
provided authorization to use the funds
(gov't loans only)

Make sure all debits (payments) are for
accounts listed on credit report - if not, they
must be addressed and can potentially be
added to the liabilities impacting your debt
to income ratio

Make sure any large withdrawals are not
related to major purchases that may require
additional monthly payments

Any deposits that are a result of a gift must
be documented including donor’s ability
(FHA only)

> Does the income
reported support the
income that is being
used to qualify?

> If not, was there a
recent raise
granted or did the
borrower take
unpaid time off?

> If yes, has this
been

documented? (If
not documented,
then we have to
use the current
supported income)

Income Documents

Review W2's fo make sure
income is consistent/in li i
income tha

+Does the borrower have the

required tax deductions?

Review tax returns for:

* Any write offs that may have to
be counted against qualifying
income

* Change in family status/size (if
different from 1003)

+ Address matches information
reported on 1003

*Income claimed/reported
matches W2's on file

5/1/2022

Income
Review

Paystub contain all
information:
borrower/company
name, pay periods, year
to date income?

If no, do we have a written
VOE in the file?

How is the borrower paid?
Bi-weekly, monthly, semi-
monthly?

Debt to
income
ratio

Debt & house payment (PITI)+ HOA
+ debt divide

Gross monthly income

Example:

1000/$3000

.33

The Mortgage Process

Review The Closing Disclosure:

« Clientmust recei ing di (CD) three days prior to closing
*  CD confirms all lender charges

* Final CD will be delivered at closing

«  Buyers to wire funds for closing to attorney

Closing:

+ Three days after buyer returns the signed CD, the
buyer is able to close on the loan! (Three day
waiting period excludes day CD is signed by all
Buyers, Sundays and any Federal holidays)

«  Atclosing,all final loan documents are executed

+ Deed is recorded transferring title from seller to
buyer

«  Buyer will receive original deed once recorded, title
insurance will be sent after closing

96

16
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The Challenge

There are Do’s and Don’'ts during the
loan and closing process.

97

Mr. Yanda Gupta wants to buy a $400k house.
You're his agent. He plans to put 50% down but he . .
needs a loan for the remaining part. You refer him Will this be a
to a LO but he says, “Yeah, there may be a problem?
problem with getfting a loan—I don’'t believe in

debt and so | pay everything in cash.”

99 100

Maybe

101 102

17
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a. Credit Score

b. High Debt-to-
Income ratio

c. Multiple recent
applications

Top Concerns

H’ gg!’ !a Iplerecen

income ratio applications

Low FICO score Frequent job

50% 13% 10% changes 9%

Lack of savings
8%

105

Call your LO and Ride it out. She's Pretend you

tell them already never had this

immediately! approved. conversation
with your Buyer
Shanna Long

107

18
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Is there
anything
that the
lender can
do?

A. Gift for her
mom. Do nof
count it in DTI.

19
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Will this work?

A. Yes, and they can continue to do conventional
financing.

B. No, when DP is less than 20%, some portion must
come from them in “conventional” financing

C. Yes, they can get a loan but they need to flip to
FHA to use the full amount

115 116

TRUE OR FALSE

117 118

True

120

20
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9 TRUE OR FALSE

10 - TRUE OR FALSE

A borrower can buy discount points and “buy
down" the rate. This could potentially save
them significant money over time.

11 TRUE OR FALSE

21
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12 TRUE OR FALSE

13 TRUE AND FALSE

14 TRUE OR FALSE

22



True

133

If you use my If you get ALL of None of the
lender, about your above
10 days. documents

submitted, less

than 3 weeks

135

Will this be a

problem?

137 138

5/1/2022
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Maybe

Maybe

140

142

144

But you need....

5/1/2022

18 TRUE OR FALSE

24
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Will this be a
problem?

147

[ ) ]
148
[ ) ]
150

20 TRUE OR FALSE

149

25
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21 TRUE OR FALSE

152

Maybe

154

23 TRUE OR FALSE

False

156
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Wondering when you
can purchase another home?

False

157
‘Waiting periods for agency products S
Conventional
% f- Tweet by @TurboTax
~ 3 -
Ry |
159
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