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Agenda 

1. Why now? 
 

2. What are the guidelines 
• Fannie Mae 
• Freddie Mac 
• How does HFA fit in? 

 
1. How does 97% conventional compare to FHA 96.5% 
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The information presented in this presentation is for general information only, and is based on 
guidelines and practices generally accepted within the mortgage finance industry and is not 
intended to be all-inclusive. MGIC makes no representations or warranties of any kind with 
respect to the accuracy, completeness or suitability for any purpose of the information 
contained in this presentation. MGIC expressly disclaims any and all warranties, express or 
implied, including without limitation warranties of merchantability and fitness for a particular 
purpose regarding these materials and this presentation. In no event will MGIC be liable for 
any direct, indirect, incidental, punitive or consequential damages of any kind with respect to 
the presentation or materials provided. All examples are hypothetical and are for illustrative 
purposes only. This presentation is not intended and should not be interpreted or relied upon 
as legal advice. We encourage you to seek advice from a qualified professional.  
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“Many renters are not buying homes because of a perceived lack of ability to afford 
the down payment or mortgage, as well as poor credit history.”  
 

- David Brickman, executive vice president of Freddie Mac Multifamily. 
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44% 
Think  20% down 

payment  is required 

Source: Wells Fargo, Sep 15, 2014 



First-Time 
Homebuyers 

Median 
purchase = 
$169,000 

 
Median income 

= $68,300 

Source:  NAR 2014 Profile of Home 
Buyers & Sellers, Nov 2014 



First-Time 
Homebuyers 

Median purchase = 
$169,000* 

 
5% down = 

$8,450 
 

3% down = 
$5,070 

*Source:  NAR 2014 Profile of Home 
Buyers & Sellers, Nov 2014 



First-Time 
Homebuyers 

National Savings 
rate = 5.0%* 

 
5% down would 
take 2.47 years 

 
3% down would 
take 1.48 years 

*Source:  St. Louis Federal Reserve 
 as of Nov 26, 2014 



23% 
Saving for down 
payment most 
 difficult task 

Source:  NAR 2014 Profile of Home 
Buyers & Sellers, Nov 2014 
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Reasons for renting rather than owning 

0 10 20 30 40 50 

Currently looking to buy 

Simply prefer to rent 

Can't afford down payment 

Can't qualify for a mortgage 

Plan on moving in near future 

More convenient to rent 

Cheaper to rent than own 

18-29 30-44 45-59 60+ 
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40.6% 
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0% 10% 20% 30% 40% 50% 60% 70% 

Other 

Buying a home in current market is not a good 
investment 

Do not have a good enough credit history 

Cannot afford a monthly mortgage payment 

Cannot afford a down payment for a mortgage 

Do not want the responsibilities of owning a home 

45-54 35-44 25-34 

Source:  Freddie Mac Perceptions of Renting and Homeownership, Dec. 8, 2014 
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62% 

61% 
53% 

0% 10% 20% 30% 40% 50% 60% 70% 

Other 

Buying a home in current market is not a good 
investment 

Do not have a good enough credit history 

Cannot afford a monthly mortgage payment 

Cannot afford a down payment for a mortgage 

Do not want the responsibilities of owning a home 

45-54 35-44 25-34 
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5% 

1% 
3% 

9% 

19% 

15% 

31% 

17.00% 

0% 

10% 

20% 

30% 

40% 

50% 

60% 

Less than 
50% 

50%-59% 60%-69% 70%-79% 80%-89% 90%-94% 95% - 99% 100% 

First-Time Home Buyers 

Down Payment by Buyer Type 

Source:  NAR 2014 Profile of Home Buyers & Sellers, Nov 2014 
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61% 
48% 

69% 

22% 
35% 

15% 

12% 9% 
13% 

0% 

10% 

20% 

30% 

40% 

50% 

60% 

70% 

80% 

90% 

100% 

All Buyers First-Time Homebuyers Repeat Buyers 

Type of Loan 

Other 

Didn't know 

VA 

FHA 

Conventional 

Financing for Home Purchases 

Source:  NAR 2014 Profile of Home Buyers & Sellers, Nov 2014 
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FHA Credit Score Distribution 
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720+ 680-719 620-679 500-619

FHA Single-Family Originations (Excludes Streamline Refis) 

Source: FHA Quarterly Report to Congress;  Dec. 11, 2014 

 Average credit score for FHA purchases = 680 
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FHA Loan-to-Value Ratio  
Distribution on New Endorsements 
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Up to 80% 81% - 90% 91% - 95% 96% -98%*

Source: FHA Quarterly Report to Congress;  Dec. 11, 2014 

The statutory maximum LTV since October 1, 2008, is 96.5%. Prior to October 1, 2008, the statutory maximum was 97%, with higher allowances for 
borrowers financing loan closing costs into the mortgage balance. If there were such financing, the statutory maximum was between 97% and 
98.15%, depending on the geographic location and price of the property. 
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Assumptions: Home Value: $200,000; LTV: 95%; 2% annual appreciation rate for home value;  
Credit Score: 680; Conventional 30-Year Fixed Interest Rate: 4%; FHA 30-Year Fixed Interest Rate: 4% 
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Assumptions: Home Value: $200,000; LTV: 95%; 2% annual appreciation rate for home value;  
Credit Score: 680; Conventional 30-Year Fixed Interest Rate: 4%; FHA 30-Year Fixed Interest Rate: 4% 



www.mgic.com/social Source: Wallet Hub 2014 Mortgage Insurance Report 

Assumptions: Home Value: $200,000; LTV: 95%; 2% annual appreciation rate for home value;  
Credit Score: 680; Conventional 30-Year Fixed Interest Rate: 4%; FHA 30-Year Fixed Interest Rate: 4% 
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97% LTV Options 
(With MGIC Mortgage Insurance!) 

1-unit: 
 
• Fannie Mae’s MyCommunity Mortgage® (MCM®) 

 
• Fannie Mae’s Standard transaction (Non-MCM) 

 
• Freddie Mac’s Home Possible Advantage® 

 
• Housing Finance Agencies  
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At a glance 

Fannie Mae 
MCM 

Fannie Mae 
Standard 

Freddie Mac Home 
Possible Advantage 

MGIC Go! 

Max CLTV or TLTV 

97% if subordinate lien is not a 
Community Second® 

105% if the lien is a Community 
Second 

105% - secondary 
financing must be an 
Affordable Second® and 
the Affordable Second 
may not be a HELOC 

105% Approve or Accept Eligible 
97% Approve or Accept Ineligible 

Minimum 
Borrower 
Contribution 

Standard MCM 
contribution 
requirements 

apply 

Standard 
contribution 
requirements 

apply 

No minimum borrower 
contribution from 
borrower Personal Funds 
is required. 

Follow your findings/feedback 

DTI Determined by DU 
Determined by LP 
(43% if manual 
underwrite) 

Follow your findings/feedback 

Reserves Determined by DU No reserves required Follow your findings/feedback 



www.mgic.com/social 

Key Differences on Purchase Loans 

Fannie Mae MCM 
Fannie Mae 
Standard 

Freddie Mac Home 
Possible Advantage 

Must be a  
first-time homebuyer? 

Yes No 

Effective date Week-end of 12/13/2014 
Settlement dates 
on/after 03/23/2015 

Pre-purchase 
homebuyer education 
required? 

Yes No 
Yes if all borrowers 
are FTHB, otherwise 
not required 

Does MGIC’s Homebuyer 
Education qualify? 

Yes (not required) Yes 

Underwriting Method DU only 
LP or manual 
underwrite 



FTHB  
=  

not have owned 
residential 

property in past 
3 years 



Homebuyer 
Education 
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Key Differences 

Fannie Mae  MCM 95% MCM 97% 

Must be a  
first-time homebuyer? 

No Yes 

Pre-purchase homebuyer 
education required? 

No … if one of 
borrowers is not FTHB 

Yes… if all borrowers are 
FTHB (or relying solely on 

nontraditional credit) 

Yes 

Limited Cash-out Refi options? Yes No 



www.mgic.com/social 

Community Seconds Checklist 

 CLTV 105% or less? 

 Eligible source of funds?  

 (Gov’t, non-profit, FHLB, HFA, or employer) 

 Subordinate to the First Lien 
Mortgage? 

 Eligible use of funds? 
 (DPA, closing costs, renovations or permanent 

buydown) 

 Not a balloon? 
 
 
 

 Rate not more than 2% above 
the first mortgage rate? 

 No negative amortization? 

 Resale restrictions consistent 
with Fannie Mae’s policies? 

 If shared-appreciation 
mortgage (SAM): 
– No interest charged? 

– Provider’s share appropriately 
capped? 
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Affordable Seconds Checklist 

 Eligible source of funds?  

 (Gov’t, non-profit, FHLB, HFA, or employer) 

 Subject to and subordinate to 
the First Lien Mortgage? 

 Eligible uses of funds? 
 (DPA, closing costs, renovations or permanent 

buydown) 

 No balloon payment due prior 
to First Mortgage maturity ? 

 Rate not greater than the first 
mortgage rate? 
 

 No negative amortization? 

 Not a HELOC? 

 If a SAM, is provider’s share 
appropriately capped? 

 If monthly payments not due 
until Month 61, payment may 
be excluded from HEI and DTI 
calculations (and entered in LP 
as gift funds and included in 
the TLTV) 
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Pricing 
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FHA 96.5% 
Fannie Mae 

Standard – 97% 

MCM /  
Home Possible 

Advantage* – 97% 

Standard – 
95% 

Purchase Price $250,000 $250,000 $250,000 $250,000 

Down Payment $8,750 $7,500 $7,500 $12,500 

Base Loan Amount $241,250 $242,500 $242,500 $237,500 

Upfront Premium  
(financed into loan amount) 

$4,222 $0 $0 $0 

Total Amount Borrowed $245,472 $242,500 $242,500 $237,500 

Consider… 

*Home Possible Advantage available March 23, 2015 
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$250,000 purchase price FHA 96.5% 
Fannie Mae 

Standard – 97% 

MCM /  
Home Possible 

Advantage* – 97% 

Standard – 
95% 

Interest Rate 4.0% 4.375% 4.5% 4.25% 

Monthly MI Premium Rate 1.35% 1.05% 0.57% 0.54% 

Monthly MI Payment $269 $212 $115 $107 

Monthly Loan Payment  
(P&I+MI) 

$1,441 $1,423 $1,344 $1,275 

Estimated MI Cancellation 
 (in years, assuming 

 3% annual appreciation) 

Not 
Cancellable 

5.1 5.1 5.0 

Payment approximately  
5 –years from now 

(assuming MI cancellation) 

$1,415 $1,211 $1,229 $1,168 

760 FICO  

*Home Possible Advantage available March 23, 2015 
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720 FICO  

*Home Possible Advantage available March 23, 2015 

$250,000 purchase price FHA 96.5% 
Fannie Mae 

Standard – 97% 

MCM /  
Home Possible 

Advantage* – 97% 

Standard – 
95% 

Interest Rate 4.0% 4.375% 4.5% 4.25% 

Monthly MI Premium Rate 1.35% 1.10% 0.60% 0.62% 

Monthly MI Payment $269 $222 $121 $123 

Monthly Loan Payment  
(P&I+MI) 

$1,441 $1,433 $1,350 $1,291 

Estimated MI Cancellation 
 (in years, assuming 

 3% annual appreciation) 

Not 
Cancellable 

5.1 5.1 5.0 

Payment approximately  
5 –years from now 

(assuming MI cancellation) 

$1,415 $1,211 $1,229 $1,168 
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680 FICO  

*Home Possible Advantage available March 23, 2015 

$250,000 purchase price FHA 96.5% 
Fannie Mae 

Standard – 97% 

MCM /  
Home Possible 

Advantage* – 97% 

Standard – 
95% 

Interest Rate 4.0% 4.5% 4.5% 4.375% 

Monthly MI Premium Rate 1.35% 1.31% 0.80% 0.89% 

Monthly MI Payment $269 $265 $162 $176 

Monthly Loan Payment  
(P&I+MI) 

$1,441 $1,494 $1,391 $1,362 

Estimated MI Cancellation 
 (in years, assuming 

 3% annual appreciation) 

Not 
Cancellable 

5.1 5.1 5.0 

Payment approximately  
5 –years from now 

(assuming MI cancellation) 

$1,415 $1,229 $1,229 $1,186 
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$250,000 purchase price FHA 96.5% 
Fannie Mae 

Standard – 97% 
MCM – 97% 

Standard – 
95% 

Interest Rate 4.0% 4.75% 4.5% 4.625% 

Monthly MI Premium Rate 1.35% 1.48% 0.94% 1.15% 

Monthly MI Payment $269 $299 $190 $228 

Monthly Loan Payment  
(P&I+MI) 

$1,441 $1,564 $1,419 $1,449 

Estimated MI Cancellation 
 (in years, assuming 

 3% annual appreciation) 

Not 
Cancellable 

5.1 5.1 5.1 

Payment approximately  
5 –years from now 

(assuming MI cancellation) 

$1,415 $1,265 $1,229 $1,221 

660 FICO  
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$250,000 purchase price FHA 96.5% MCM – 97% 

Interest Rate 4.0% 4.5% 

Monthly MI Premium Rate 1.35% 0.94% 

Monthly MI Payment $269 $190 

Monthly Loan Payment  
(P&I+MI) 

$1,441 $1,419 

Estimated MI Cancellation 
 (in years, assuming 

 3% annual appreciation) 

Not 
Cancellable 

5.1 

Payment approximately  
5 –years from now 

(assuming MI cancellation) 

$1,415 $1,229 

620 FICO  

97% Conventional compared 
to FHA 96.5% with upfront 
financed offers: 

• Less money down 
 

• Lower loan amount 
 

• Less in MI 
 

• Lower monthly 
mortgage payment 
 

• Ability to cancel MI 
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So how does it impact HFAs? 
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Some things to keep in mind with HFAs… 

• HFA Preferred is not subject to LLPAs  
Could be a savings of .75% to 3.25% compared to MCM or standard 97 
 

• HFAs will still be one of the main providers of Down 
Payment Assistance (DPAs) options 
 

• Some HFAs offer below market rates 
 

• Some HFAs allow non-FTHB purchases 
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Fastest, easiest way to get MI  

Max LTV/CLTV: 97% / 105%; Max cash out: $150,000 



Follow Your Findings 



 MGIC Go!                                  DU Approve or LP Accept  

Eligible  Ineligible 
(due to LTV or Loan Type)  

Minimum Credit Score  620 620 

Maximum LTV/CLTV 97%/105% 97%/97% 

Occupancy  Primary Residence 
 and Second Home  

Primary Residence  

Units Primary Residence: 1 to 2 units 
Second Home: 1 unit  

1 unit 

Maximum DTI Ratio  As allowed by DU or LP  45% 

Loan Type As allowed by DU or LP  Fixed-rate/fixed-payment 
or a fully amortizing ARM 

with an initial term of  
5 years or more  

(Qualify ARMs using UWG 3.06b)  
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vance_edwards@mgic.com 
 

www.linkedin.com/in/vanceedwards/ 
 

 @VanceEdwards42 


