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Legal disclaimer

The materials included in this presentation are intended for general information only. This presentation is 
not intended to be complete or all-inclusive regarding the matters discussed herein, and nothing contained 
in this presentation is intended, or should be relied upon, as legal, accounting, compliance or other 
professional advice. ​

Although MGIC believes the information set forth in this publication is generally accurate, the information 
may be outdated due to the rapidly changing nature of the residential mortgage industry, and MGIC does 
not warrant the accuracy, reliability or completeness of any information contained in this publication. ​

The information in this publication is culled from a variety of business and mortgage industry sources. 
Attribution is given where deemed necessary. Opinions and insights expressed herein do not necessarily 
represent the views of MGIC.

2



Today’s 
presentation

 Chapter 1: The mortgage cycle
 Chapter 2: Originating the loan
 Chapter 3: Processing the loan
 Chapter 4: Underwriting
 Chapter 5: Understanding private 

mortgage insurance
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Chapter One

► The stages of the mortgage cycle

► Regulatory compliance

► Key players and their roles

The mortgage cycle
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The mortgage cycle

Preapproval Origination Processing

Underwriting

ClosingDelivery Warehousing

Loan servicing

Secondary market
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Regulatory compliance

The Dodd-Frank Act

o Consumer Financial Protection Bureau (CFPB)

o Qualified Mortgages (QMs)

o TILA-RESPA Integrated Disclosures (TRID)
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Regulatory compliance

Consumer Financial Protection Bureau 

o Educates and protects consumers

o Regulates lending practices

o Enforces consumer protection laws
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Regulatory compliance

TRID

o Loan Estimate (LE)

o Closing Disclosure (CD)
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Key players in the 
mortgage cycle
 Intermediaries
 Investors
 Other specialized players
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Chapter Two

► Loan options

► The Loan Application

Originating the loan
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Loan types
 Conventional loans

– Conforming
– Nonconforming

 Government loans
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Loan programs

 15- and 30-year fixed-rate mortgages

 Balloons

 Temporary buydowns

 Adjustable-rate mortgages (ARMs)
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Loan program 
considerations
 How important is payment certainty?

 How important is rapid equity buildup?

 Do the homebuyers anticipate increasing 

income?
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The Loan 
Application

 The framework for your homebuyers’ 
mortgage

 Guides an informed loan decision
 Officially called the Uniform Residential 

Application (URLA)
 Quality information is crucial
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Questions that 
encourage 
quality 
information

 How do you pay your rent – cash, check, 
money order, online? 

– Do you have access to copies of the 
cancelled checks or money orders?

 Are you aware of any credit problems 
you may have? 

– If so, when did they occur?

 Do you have any student loans? 
– If yes, are they current or in deferment?
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Questions that 
encourage 
quality 
information

 What funds will you be using for the 
down payment – checking, savings, 
stocks, gift of cash?

 If divorced, does your divorce decree 
indicate any monthly obligations?
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Tips for the 
fastest trip to 
the closing 
table

 Preapproval
 Preferred method of communication
 Be accessible and responsive
 Step up your role as the industry expert
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The Loan Application

Section 1: 
Borrower 
Information. 

1a. Personal Information
1b. Current Employment/Self-Employment 

and Income
1c. Additional Employment/Self-Employment 

and Income
1d. Previous Employment/Self-Employment 

and Income
1e. Income from Other Sources
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The Loan Application

Section 1: 
Borrower 
Information.

 1a. Personal Information
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The Loan Application

Section 1: 
Borrower 
Information.

 1b. Current Employment/Self- 
Employment and Income

 1c. IF APPLICABLE, Complete 
Information for Additional 
Employment/Self-Employment 
and Income
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The Loan Application

Section 1: 
Borrower 
Information.

 1d. IF APPLICABLE, Complete 
Information for Previous 
Employment/Self-Employment 
and Income

 1e. Income from Other Sources
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The Loan Application

Section 2: 
Financial 
Information — 
Assets and 
Liabilities.

 2a. Assets – Bank Accounts, 
Retirement and Other Accounts 
You Have

 2b. Other Assets and Credits You 
Have
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The Loan Application

Section 2: 
Financial 
Information – 
Assets and 
Liabilities.

 2c. Liabilities – Credit Cards, Other 
Debts, and Leases that You Owe

 2d. Other Liabilities and Expenses
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The Loan Application

Section 3: 
Financial 
Information — 
Real Estate.

 3a. Property You Own

 3b-3c. IF APPLICABLE, Complete 
Information for Additional 
Property
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The Loan Application

Section 4: 
Loan and 
Property 
Information.

 4a. Loan and Property Information

 4b. Other New Mortgage Loans on 
the Property You are Buying or 
Refinancing

 4c. Rental Income on the Property 
You Want to Purchase

 4d. Gifts or Grants You Have Been 
Given or Will Receive for this Loan
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The Loan Application

Section 5: 
Declarations.

 5a. About this Property and Your 
Money for this Loan

 5b. About Your Finances
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The Loan Application

Section 6: 
Acknowledgments 
and Agreements.
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The Loan Application

Section 7: Military 
Service.

Section 8: 
Demographic 
Information.
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The Loan Application

Section 9: Loan 
Originator 
Information.
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The Loan Application

Lender Loan 
Information 

 L1. Property and Loan Information

 L2. Title Information

 L3. Mortgage Loan Information
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Principal
Interest 
Taxes
Insurance
All other

PITIA
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The Loan Application

Lender Loan 
Information

 L4. Qualifying the Borrower – 
Minimum Required Funds or Cash 
Back
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Chapter Three

► Processing responsibilities

► Why all the documentation?

► Efficiencies of automated underwriting (AU)

► Preparing the loan for underwriting 

Processing the loan
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Processing 
responsibilities

 Ensuring data integrity
 Keeping the lines of communication open
 Gathering and verifying documentation
 Preparing and submitting a thorough, accurate 

loan file
 Satisfying underwriting conditions
 Preparing the loan for closing
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Why all the 
documentation?

Documentation validates:
o Property value
o Source of down payment
o Employment history
o Income, assets and liabilities
o Present and proposed housing expense
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Loan 
documentation  How much documentation is required?

 How is documentation procured?
o Standard verification
o Electronic verification
o Third-party verification 
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Efficiencies of 
automated 
underwriting 
(AU)

Fannie Mae’s Desktop Underwriter® (DU®)

Freddie Mac’s Loan Product Advisor® (LPA®)

o Evaluates risk
o Reduces documentation and processing time
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Preparing the 
loan for 
underwriting

 Qualifying ratios
 Loan-to-value ratios
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Qualifying 
ratios

 Housing ratio
 Debt-to-income (DTI) ratio
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Housing ratio

Example

Total primary housing expense (PITIA) $1,470.55

Total income $9,159.00

$1,470.55
= Housing ratio

$9,159.00

16.056% = Housing ratio
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Debt-to-income 
(DTI) ratio

Example

Total all monthly payments $2,455.55

Total income $9,159.00

$2,455.55
= Total debt ratio

$9,159.00

26.81% = Total debt ratio
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Loan-to-value 
(LTV) ratios 

 LTV ratio
 CLTV/TLTV ratio
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LTV ratio

Example

Sales price $200,000

Appraised value $201,000

Mortgage amount $180,000

$180,000
= LTV ratio

$200,000

90% = LTV ratio

43



CLTV/TLTV 
ratio

Example

Sales price $200,000

Appraised value $201,000

First mortgage amount $180,000

Second mortgage amount $10,000

$180,000 + $10,000
= CLTV/TLTV ratio

$200,000

$190,000
= CLTV/TLTV ratio

$200,000

95% = CLTV/TLTV ratio
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Chapter Four

► Measure the 4 Cs:
• Credit
• Capacity
• Capital
• Collateral

Underwriting
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Credit: 
Measuring 
willingness to 
repay Have your homebuyers:

 Demonstrated a consistent willingness to 
pay obligations as agreed?

 Proven their ability to manage their 
finances over time and under various 
circumstances?

Credit history 
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Credit: 
Measuring 
willingness to 
repay  Traditional

 Nontraditional

Credit documentation 
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 Reflects homebuyers’ regard for credit
 National credit repositories

 Credit scores

Credit: 
Measuring 
willingness to 
repay

The credit report
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Capacity: 
Assessing the 
ability to repay

 Employment history
 Documenting income

 Calculating income from employment

Evaluating income

49



Capacity: 
Assessing the 
ability to repay

 Base employment income
 Overtime income

 Bonuses
 Commissions
 Dividends/interest

 Net rental income

Gross monthly income
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Capital: 
Evaluating the 
commitment to 
repay

 Strong saving patterns
 Down payment amount relative to sales 

price

 Capital to cover down payment and closing 
costs

 Adequate savings or other reserves

Examining the homebuyers’ 
assets
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Capital: 
Evaluating the 
commitment to 
repay

 Sufficient cash assets to close
 Cash management skills

Documenting assets
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10 things 
homebuyers 
should
avoid before 
closing their 
mortgage

DO NOT:

1. Buy a big-ticket item

2. Quit or switch jobs

3. Open or close any lines of credit

4. Make large deposits to accounts outside their 
paychecks

5. Let someone run a credit check on them

6. Pay bills late

7. Ignore questions from their lender or real 
estate agent

8. Cosign a loan with anyone

9. Take out any payday loans

10. Change bank accounts
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Collateral: 
Confirming the 
property’s value 
and 
marketability

 Is the property thoroughly described, 
including explanations of any unusual 
situations?

 Is value consistent with the description of 
the property?

 Is value supported by the sales prices of 
similar properties?

The appraisal
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 AU determines the level of review and type of 
appraisal

 Values of certain property features vary from 
market to market

 The appraisal doesn’t verify the sales price but 
confirms whether market data supports it

 The appraisal is based on market data, which 
appraisers must support with recent sales and 
listings

 A low appraisal can be a negotiating tool

5 things your 
homebuyers
should know 
about 
appraisals
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Collateral: 
Confirming the 
property’s value 
and 
marketability

 Information matches loan application
 Signed by all involved parties

 Includes all referenced addenda
 Contingencies
 Chattel property included in sales price

 Sales concessions
 Lender/investor guidelines are satisfied

The sales contract
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Chapter Five

► How MI works

► How MI benefits you

► How MI benefits your homebuyers

► The cost of MI

► Common MI premium plans

Understanding private 
mortgage insurance
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How MI 
works

$200,000 property

Borrower down 
payment 

10% of property 
value

Borrower down 
payment 
$20,000

MGIC MI coverage 
25% of loan amount

MGIC MI coverage 
$45,000

Lender exposure
67.5% of 

property value

Lender exposure
$135,000

Expressed in % Expressed in $

$180,000
loan

$180,000
loan
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MI gives you 
an extra 
advantage

 Save your homebuyers thousands
of dollars

 Broaden your customer base
 Increase your commissions
 Enhance your role as a trusted advisor
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How MI 
benefits 
your 
homebuyers

 Increased buying power
 Expanded cash flow options
 Lower monthly payments
 Cancellable
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Increased 
buying 
power
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Expanded 
cash flow 
options  Less money down

 Use funds for remodeling, redecorating, 
college funds, retirement, etc. 
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Lower 
monthly 
payments

 Better credit scores, lower MI premium 
rates

 Mortgage payments are less than FHA 
financing

 Saves thousands of dollars over the life 
of the loan
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Cancellable
 Homeowners Protection Act of 1998 (HPA)
 Borrower-requested cancellation 

at 80% LTV
 Automatic cancellation at 78% LTV
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The cost 
of MI

 Premium plan
 Mortgage loan program
 Loan term
 Whether premium is refundable or

non-refundable
 LTV ratio
 Amount of MI coverage
 Representative or indicator credit score
 Loan amount
 Loan purpose or occupancy status
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Common MI 
premium 
plans  Borrower-paid monthly premiums

 Borrower-paid single premiums
 Lender-paid single premiums
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Borrower-
paid 
monthly 
premiums

 Simplicity, easy of use
 No money due at closing
 No upfront cost
 Cancellable
 Lower monthly payment upon cancelling
 Equity builds faster
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Borrower-
paid single 
premiums

 Lower monthly payment
 Flexible
 Cancellable
 Refundable
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SUMMARY
 The mortgage cycle
 Regulatory compliance
 Originating the loan
 Processing the loan
 Underwriting – Measuring the 4 Cs
 Understanding PMI
 Resources
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Thank you!
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