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The universal requirement among mortgage lenders is that the borrower has a 20 percent stake in the
homebuying transaction. But lenders may still consider your loan application with a smaller down payment
if you have mortgage insurance (Ml). Buying Ml is a popular alternative among many homebuyers. If you are
considering the Ml option, the following is basic information to help you get started:

What is MI?
This is insurance that protects the lender against loss in case the borrower defaults on the loan. If the borrower
defaults, the mortgage lender can file a claim and be paid for losses incurred from the borrower’s default.

What is the benefit of Ml to borrowers?

MI coverage provides homebuyers more flexibility to make financial decisions that meet their needs. For example,
mortgage insurance can help first-time homebuyers attain homeownership with a lower down payment. For any
homebuyer, Ml offers the opportunity to use financial resources that would otherwise have been used for a large
down payment, for other costs such as moving or home improvement expenses. Note: Ml should not be confused
with mortgage protection insurance that is designed to payoff a mortgage in the event of the borrower’s death.

Are there requirements to qualify for MI?

MI can either be issued by the Federal Housing Authority (FHA) or by a commercial insurance carrier. FHA and

private mortgage insurers have specific requirements for the loan amount, the loan term, the borrower’s credit

score, the property type, and other factors. Your loan application will also have to be underwritten according to
FHA's or the MI company'’s requirements.

How much does Ml cost?
The cost of Ml varies depending on how much your down payment is and what the loan attributes are, but
typically it is between 0.5 to 1 percent of the loan amount.

How does a borrower pay for MI?

MI costs may be paid upfront with a single payment, or rolled into the amount you are borrowing and paid out
with your mortgage payments. Talk to your lender about options for purchasing MI coverage.
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Will a borrower have to pay for Ml coverage for the entire life of the loan?

No. Under federal law, MI premiums are automatically terminated when the loan balance falls to 78 percent of the
original property value, and may be terminated earlier at the borrower’s initiative when the balance reaches 80
percent of the appreciated value. You will need to call your lender or servicer to inquire about specific policies for
MI cancellation.

Whether you're putting down a sizable down payment or availing yourself of MI, we’ll work with you in exploring
financing options and choosing a mortgage product appropriate for your financial situation. Call us today and get
started with the pre-approval process.




















