Conventional L.oans

A conventional loan is any mortgage which is not guaranteed or insured by the federal government.
Conventional loans were the first traditional mortgage loans made by local lenders. The loans were
held in the lender’s investment portfolio until they were either paid in full or foreclosed upon.
Although it enabled the borrower to build a business relationship with the lender, this practice was
generally not in the lender’s best financial interest. When rates rose, lenders found themselves in the
position of receiving below-market interest on their loans, in addition to not being able to recycle the
funds to lend to other borrowers.

FHA Loans

An FHA loan is a loan insured against default by the FHA. In other words, the FHA guarantees that a
lender will not have to write off a loan if the borrower defaults, the FHA will pay. Because of this
guarantee, lenders are willing to make large mortgage loans.

VA Loans

The VA Loan became known in 1944 through the original Servicemen’s Readjustment Act also known
as the GI Bill of Rights. The Gl Bill was signed into law by President Franklin D. Roosevelt and provided
veterans with a federally guaranteed home with no down payment. This feature was designed to
provide housing and assistance for veterans and their families, and the dream of home ownership
became a reality for millions of veterans. The Gl Bill contributed more than any other program in
history to the welfare of veterans and their families, and to the growth of the nation’s economy.

Jumbo L.oans

In the United States, a jumbo loan is a mortgage loan that may have high credit quality, butisin an
amount above conventional conforming loan limits. This standard is set by the two government-
sponsored enterprises, Fannie Mae and Freddie Mac, and sets the limit on the maximum value of any



individual mortgage they will purchase from a lender. Fannie Mae (FNMA) and Freddie Mac (FHLMC)
are large agencies that purchase the bulk of U.S. residential mortgages from banks and other lenders,
allowing them to free up liquidity to lend more mortgages. When FNMA and FHLMC limits don’t cover
the full loan amount, the loan is referred to as a jumbo mortgage.

USDA L.oans

USDA loans are mortgages backed the U.S. Department of Agriculture as part of its USDA Rural
Development Guaranteed Housing Loan program. USDA loans are available to home buyers with
below-average income, offer 100% financing with reduced mortgage insurance premiums, and feature
below-market mortgage rates.

Refinancing

Refinancing refers to the replacement of an existing debt obligation with a debt obligation under
different terms. The most common consumer refinancing is for a home mortgage.

If the replacement of debt occurs under financial distress, it is also referred to as debt restructuring.
A loan (debt) can be refinanced for various reasons:

e To take advantage of a better interest rate (which will result in either a reduced monthly payment
or areduced term)

To consolidate other debt(s) into one loan (this will result in a longer term)

To reduce the monthly repayment amount (this will result in a longer term)

To reduce or alter risk (e.g. switching from a variable-rate to a fixed-rate loan)

To free up cash (this will result in a longer term)

Physicians l.oan

Available to medical doctors who have a minimum of an M.D., D.O., D.D.S., or D.M.D. degree and an
employment contract (or verification of terms of employment acceptance). Medical Doctors including
Dentists, Podiatrists, and Ophthalmologists are permitted. Veterinarians are permitted. This program
is not available for chiropractors.

Down Payment Assistance

Qualifications for each of IHCDA’s homebuyer programs are determined by a combination of income,
credit score and debt-to-income ratio. These vary by county. The sales price of the home must be
under the federal acquisition limit for your area and, in most areas of the state, you must be a first-
time homebuyer unless purchasing in a targeted area, or you are a Qualified Veteran. IHCDA does have
programs that do not require you to be a first-time homebuyer.



