5 Crucial Things You Didn't Know About Getting a

Mortgage
in 2022

A lot has changed, but we’re here to help. These are
five things about mortgages you don’t want to miss.

Who is this guide for?
Planning to buy a home this year? At the pandemic’s onset, many homeowners
had to seek forbearance under the CARES Act, unable to keep up with their
monthly mortgage payments.
A lot has changed since then. Now in 2021, we've seen some of the lowest
mortgage rates ever, at certain points even hitting historical lows. But with the
good tidings, many buyers are itching for a piece of the home-buying action.
To win, modern homebuyers need to understand how to:
1. Stack up against lender requirements
2. Deftly navigate the house-hunting and home-buying process
3. Maneuver through the competition in a hot real estate market
Not only that, but you also need to arm yourself with knowledge, so you can be
fully prepared for the home-buying process.
If you’re at all considering buying or refinancing a home in the next year, this
guide is for you. We'll share how mortgages are changing, why it's important to be
aware of these changes, and five crucial things you need to know before diving
into a new house hunt.

How Mortgages Are Changing
Most of the changes happening with mortgages today favor the borrower. Talk of
the lowest interest rate ever and the relaxed forbearance rules. As if that’s not
enough, borrowers can now afford more with these changes:
Increases in conforming loan limits
Increases in debt to income ratio
Increases in loan to value ratio
Before Covid-19, homeowners had to wait 12 months after ending a forbearance to
refinance their mortgage. Today, you only need to wait three months.
If your initial forbearance is approaching its end, you need to decide on the best
way forward. Do you seek an extension or enter into a repayment plan? If you
choose a repayment plan, you’re not required to make a lump sum payment if
you can’t afford it.

Why You Should Know How the Industry is Changing

Keeping up with these changes can help you grab opportunities when they arise
and make wise financial decisions. For instance, knowing you can refinance while
in forbearance can help you get better terms that work with your financial
circumstances.
As a buyer, you make the best decisions when you have sound information. Here
are the five crucial things you need to know about mortgages in 2021.

5 Things to Know

1. You don’t always have to count debts
paid by others as your debt.
2. You can refinance your mortgage while
it’s in forbearance.
3. You can use future rental income to
qualify for a mortgage on a new
property.
4. You can probably afford more than you
think.
5. The amount you can borrow may be
higher than you think.

1. You Don’t Always Have to Count Debts Paid by Others As Your Debt

Supposing you’re a co-signer of an auto loan and you want to apply for a
mortgage: Is this going to affect your debt-to-income ratio (DTI)?
Keep in mind that as a co-signer, you don’t have the primary responsibility to
repay the loan. Your role is to help another person qualify for a loan that they
wouldn’t have qualified for on their own.
According to Fannie Mae, certain debts can be excluded from the calculation of
your DTI. If you have a monthly obligation on non-mortgage debt, it won’t be
counted as your debt if another person is paying for it.
Non-mortgage debts include:
Installment loans
Child support, alimony or separate maintenance
Lease payments
Student loans
Revolving accounts
Now, let’s say you’re obligated on a mortgage debt, but you’re not the one making
the monthly payments. In this case, the lender may exclude your obligation when
calculating your DTI if:
The person paying the loan is obligated on the mortgage
No payment was missed in the last 12 months
You’re not using rental income from the house to qualify for the mortgage
However, the property you’re obligated to will still be listed by the lender as one of
the properties you have financed, even if you’re not paying for it.
Whether you’re obligated on mortgaged or non-mortgaged debt, you have to
present a bank statement to the lender showing successful payments for the last
12 months.

2. You Can Refinance Your Mortgage While It’s in Forbearance

If your mortgage is in forbearance and you’re wondering whether you can
refinance it, the simple answer is yes, you can. If you’ve been making all your
payments while in forbearance, you don’t need to exit forbearance to be eligible
for mortgage refinancing.
However, if you’ve missed some payments during the forbearance, you have to
exit the forbearance and get written confirmation from your lender. Then,
complete one of these three options:
Reinstate your loan by making a lump-sum payment for all missed
payments
OR
Enter into a repayment plan with your current lender. Then, make three
consecutive, on-time payments under the repayment plan
OR
Enter into a payment deferral plan with your current lender. Then, make
three consecutive, on-time payments under the repayment plan.
After you’ve completed one of these three options, your mortgage can be
refinanced.

3. You Can Use Future Rental Income to Qualify for a
Mortgage on a New Property

If you’re planning to buy an investment property or a residential home, you can
use future rental income to qualify for a mortgage. In some cases, this could
mean the difference between being approved and being denied.
Market rent will be used to determine the amount of rent you expect from the
property based on the rent charged for similar houses in the area. Therefore,
there’s no need to find a tenant and come with a lease agreement.
Best of all, you can use the expected rent to pay off your mortgage. You’re allowed
to use 75% of the gross rental income. Now, the remaining 25% should be used to
cover expenses and losses you accrue when the house is vacant.

Assume the expected rent from your new house is
$1,000. Your gross income from the rent will be
$750 (75% of $1,000). This is the amount you will use
to pay your mortgage principal, interest, taxes and
insurance (PITI). Now, let’s say your PITI amounts to
$1,000 per month. Therefore, your net monthly
income will be -$250 ($750 - $1,000). When applying
for a mortgage, only -$250 will be used in
calculating your debt-to-income ratio (DTI).

If the monthly rent increases by $334, it would be sufficient to cover your entire
monthly payment. Here, your debt-to-income ratio wouldn’t be affected. As such,
your projected rental income helps you qualify for a mortgage quite easily.

4. You Can Probably Afford More Than You Think

Your debt-to-income ratio (DTI) is an essential factor in determining your eligibility
for a mortgage. You might have a DTI of 36% and think you’ve hit the ceiling.
Now, with a higher credit score, your DTI could rise to 45% in the comprehensive
risk assessment of a manually underwritten mortgage. In fact, for loans
underwritten through the desktop underwriter (DU), the maximum DTI is 50%.
And that’s not all; if you have rental income, your affordability is even higher. You
can combine your salary and 75% of your rental income to qualify for a mortgage.
Whether you’re looking to buy your first home or refinance your current one, you
can probably afford more than you think.

5. The Amount You Can Borrow
May Be Higher Than You Think

Conforming loan limits were increased from $510,400 in 2020 to $548,250 in 2021.
However, these limits depend on where you live. In some counties, the limit is
$822,373 for a single unit. In Texas, this limit is $548,250.
If your credit score is impressively high, you can overcome these limits by taking a
jumbo loan.
Many people consider 80% to be the maximum LTV for conventional loans. But in
effect, the maximum loan-to-value (LTV) ratio for eligible first-time homebuyers is
now 97%. For this rate to apply, it must be for a:
Principal residence
First-time homebuyer
Single-family unit
An LTV of 97% means that eligible buyers can buy a house with as little as 3%
down. For instance, if the house is worth $300,000, your down payment would be
$9,000.
So, the maximum loan you can take in this case is either the conforming limit in
your county, let’s say $548,250, or 97% of your home value, whichever is less.
However, as long as the LTV is lower than 80%, you would need to pay for
personal mortgage insurance.

A Historic Opportunity to
Save on Your Mortgage

Whether you’re seeking to refinance or buy your first home, the current mortgage
rules are likely to be in your favor. Take advantage of the changing dynamics in
real estate to either buy your first home or refinance for better terms.
Are you ready for a new home purchase? Taking action today is a smart move
since you can now afford a better home than you would have been able to a few
years ago.

About UpEquity
Delivering a Painless Home-Buying Experience
Our mission is to transform the home-buying experience by giving every person
the opportunity to make a competitive, winning offer on their dream home. As a
tech-enabled mortgage company, our UpEquity mortgages enable buyers to
make an offer on a home that’s all cash and 4X more likely to win. No more
contingencies. No need for liquid cash. And no more stress about whether you’ll
close. This is the next generation of the home-buying experience.

Ready to make your mortgage painless?
Talk to us now

Appendix
Debts paid by others
Certain debts can be excluded from the borrower’s recurring monthly obligations
and the DTI ratio:
When a borrower is obligated on a non-mortgage debt - but is not the party who
is actually repaying the debt - the lender may exclude the monthly payment
from the borrower's recurring monthly obligations. This policy applies whether or
not the other party is obligated on the debt, but is not applicable if the other
party is an interested party to the subject transaction (such as the seller or
realtor). Non-mortgage debts include installment loans, student loans, revolving
accounts, lease payments, alimony, child support, and separate maintenance.
In order to exclude non-mortgage or mortgage debts from the borrower’s DTI
ratio, the lender must obtain the most recent 12 months' cancelled checks (or
bank statements) from the other party making the payments that document a
12-month payment history with no delinquent payments.

Appendix
There are a few basic requirements contained in the guideline above. If there have
been any late payments in the last 12 months, you cannot exclude the debt. If
there haven’t been any late payments, provide the following documentation to
the lender when you apply:
1. A simple letter of explanation that states you do not make the payments on
the loan along with the name of the person that does make the payments.
2. Cancelled Checks or Banks Statements for the most recent 12 months from
the party making the payments. *If the liability is less than 12 months old, you
cannot exclude it.
If you run into an issue with your lender after providing the documentation above,
ask them to refer to “Fannie Mae Selling Guide Part B3-6-05: Monthly Debt
Obligations”.

Appraiser forms for using future rental income
1. For a one-unit property, the appraiser uses the Single-Family Comparable
Rent Schedule (Form 1007).
2. For two to four-unit properties, the appraiser uses the Small Residential
Income Property Appraisal Report (Form 1025) with your appraisal report.
The appraiser will list the fair market rent — as determined by comparable rental
properties in the area — for the subject property on this form.

