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What is a Temporary Buydown? SESRERS

A temporary buydown is an upfront interest payment that lowers the interest
on a fixed-rate mortgage for the first or second year of the mortgage, after
which the interest rate reverts to the full note rate for the remainder of the
loan.

Benefits:

* Lower initial monthly payments

* |ncreased affordability

* Easier transition into homeownership

* Helps offset higher interest rate environments
 Can be funded through seller concessions
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Available Programs

Available on:

e FHA * 580 minimum FICO
e VA

« Conventional (FNMA) Non-QM Requirements:
 USDA e 680 minimum FICO
* Non-QM

* MaxLTV: 80%

3

Available Buydown Structures
v’ 2-1 Buydown
v' 1-0 Buydown * 30-year fixed only

* Max DTI: 50%

e 2-1Buydown only

£y NMLS #1101220

Agency Requirements:
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2-1 Buydown SRR

The 2-1 Temporary Buydown reduces the buyer’s interest rate by 2% for the
first year of their loan and 1% for the second year.

EXAMPLE: Sale price: $450,000 | Down payment: $90,000 | Loan amount:
$360,000 | 30-year fixed rate: 6.5% | Annual percentage rate: 6.619%

Scenario: 2-1 buydown Year Rate | Total Monthly payment | Payment by Borrower | Monthly Buydown Annual Buydown
Loan Amount| 5360,000 1 4.50% 52,275.44 51,824.07 5451.38 55,416.53
Mote rate 6.50% 2 5.50% 52,275.44 52,044.04 5231.40 52,776.85
Monthly rate 0.54% 3-30 6.50% 52,275.44 52,275.44 50.00 50.00
I Term 360 | Total Buydown funds $8,193.39
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1-0 Buydown SEEEEES

The 1-0 Temporary Buydown reduces the buyer’s interest rate by 1% for the
first year of their loan.

EXAMPLE: $450,000 | Down payment: $90,000 | Loan amount: $360,000 |
30-year fixed rate: 6.5% | Annual percentage rate: 6.619%

Scenario: 1-0 buydown Total Monthly payment | Payment by Borrower | Monthly Buydown Annual Buydown

Loan Amount | 5360,000 1 5.30% 52,275.44 52,044.04 5231.40 52,776.85
MNote rate 6.50% 2-30 6.50% 52,275.44 52,275.44 50.00 50.00
Monthly rate | 0.54%
Term 360 Total Buydown Funds 52,776.85
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How Are Buydowns Funded?

Seller-Funded Buydowns
The temporary payment reduction is funded through seller contributions at closing.

Sources of Funds

* Seller Concessions

* Builder Incentives

* |nterested Party Contributions (IPC)

Important Note

The funds are placed into a buydown account and used to supplement the borrower's
monthly payment during the buydown period.
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What Happens to Buydown Funds Under :::::::
Certain Circumstances

1. If the home goes through foreclosure:
If the home goes through foreclosure, the balance remaining in the buydown
account will be used to reduce the mortgage debt.

2. If the mortgage loan is paid in full:
If the mortgage is paid in full during the buydown period, any unused buydown
funds will be deducted from the final payoff amount due.

3. If the property is sold:
If the property is sold, the remaining funds will be deducted from the final payoff
amount due.
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e The buydown plan must be a written agreement between the party
providing the funds and the borrower. To be signed at closing.

 Borrower-funded buydowns are NOT eligible

* Underwriting will qualify the borrower based on the full note rate without
consideration of the bought-down rate

e MLB’s Temporary Buydown Calculator — Link
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https://www.mlbwholesale.com/sellerfundedbuydowncalculator

MLBWHPLESALE Yy -

Making Lives Better

MLBWHLESALE

laking Lives Better ¢ o o o

www.MLBWholesale.com =
MORE
' INFO@ N all or Text:

(973) 564-0866

/

e e . O Tube) ﬂ @mlbwholesale

LI 841 Mountain Ave, Suite 400, Springfield, NJ 07081

& NMLS #1101220

MLB Residential Lending, LLC, NMLS 1101220, is a Residential Mortgage Lender, located at 841 Mountain Ave, Suite 400, Springfield, NJ 07081. Phone 732-243-0140. MLB is licensed by NJ Department of Banking and Insurance, AL State Banking Department, AK Division of Banking & Securities, AR Combination Mortgage Banker-Broker-Servicer, AZ Department of Insurance
and Financial Institutions, CA Department of Financial Protection and Innovation, CO Division of Real Estate, CT Department of Banking, DC Department of Insurance, Securities, and Banking, DE Office of the State Bank Commissioner, FL Office of Financial Regulation, GA Department of Banking and Finance, IA Division of Banking Finance Bureau, ID Mortgage Broker Lender
License, IL Department of Financial & Professional Regulation, IN Department of Financial Institutions, KS Office of the State Bank Commissioner, KY Department of Financial Institutions, LA Office of Financial Institutions, MD Office of the Commissioner of Financial Regulation, ME Bureau of Consumer Credit Protection, MI Department of Insurance and Financial Services, MN
Department of Commerce, MS Department of Banking and Consumer Finance, MO Division of Finance, MS Department of Banking and Consumer Finance, MT Division of Banking & Financial Institutions, NE Department of Banking and Finance, NV Division of Mortgage Lending, NH Banking Department, NC Commission of Banks Office, ND Department of Financial

Institutions, NM Mortgage Loan Company License, NY Department of Financial Services, OH Division of Financial Institutions, OK Department of Consumer Credit, OR Department of Consumer and Business Services, PA Department of Banking and Securities, Rl Department of Business Regulation, SC Board of Financial Institutions, SD Division on Banking, TN Department of
Financial Institutions, TX Department of Savings and Mortgage Lending, UT Department of Financial Institutions, VT Department of Financial Regulation, VA Bureau of Financial Institutions, WA Department of Financial Institutions, Wi Department of Financial Institutions, WV Division of Financial Institutions, WY Division of Banking. All Rates subject to change without notice.
MLB, in no way, claims to represent or to conduct business on behalf of HUD or the Federal Government. EQUAL HOUSING LENDER




	Slide 1
	Slide 2
	Slide 3
	Slide 4
	Slide 5
	Slide 6
	Slide 7
	Slide 8
	Slide 9

