
D efinitions:
Income Qualifying R atios:  what percentages lenders look at to qualify for a loan

H ow it's written:  H ousing E xpense/ Total D ebt Service  (example: 28/ 36%)
H ousing E xpense: percentage of monthly housing expense to income
Total D ebt Service: percentage of total monthly bills to income
C onventional: what people think of as "normal" loans
FH A : Federal H ousing A dministration
VA : Veterans A dministration

W hat the numbers are:
Income Qualifying R atios for conventional loans: 28/36%
Income Qualifying R atios for FH A and VA loans: 29/41%
(in other words, people can usually qualify for higher amounts with FH A and VA loans)

C onventional : A buyer can get a conventional loan with 5%, 10% or 20% of the purchase price paid
at closing, depending on the type of the loan.  A t least 5% must come from personal savings.  T here
is often primary mortgage insurance (PM I) when the loan is more than 80% of the value. N ewer
loans are rarely assumable.

FH A : A buyer can get an FH A loan with only 3% of the purchase price paid at closing.  T his 3% can
be a gift or personal savings.  T here is always a mortgage insurance premium (M IP).  M ost loans are
assumable.  Sellers are often asked to contribute money towards points, prepaid interest, or closing
costs.

VA : A buyer must be an eligible veteran based on the amount of military service.  A loan can be
obtained with no down payment.  I f a down payment is used, it can be a gift, a loan, or personal
savings.  Instead of mortgage insurance, there is a one-time funding fee charged.  M ost VA loans are
assumable- one can assume a VA loan and not be a veteran.

A meridream: T his non-profit organization allows buyers (who do not have personal savings of 3%)
to get an FH A loan.  H ow it works:  

1. T he seller contributes 3.75% of the purchase price to A meridream (this is tax-deductible)
2. A meridream gi fts 3% of the purchase price to the buyers, and keeps .75% for 

administrative expenses
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