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An important note about the seminar content

While every effort has been made to ensure the reliability of the session
content, Fannie Mae’s Selling and Servicing Guides and their updates,
including Guide Announcements and Release Notes, are the official
statements of Fannie Mae’s policies and procedures and control in the
event of discrepancies between the information in this seminar and the
Guides.
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." Agenda

* Today’s Market and Sentiments

= Low Down Payment Mortgage Products
= Additional Resources

= Discussion/Q&A
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Today’s Market
and Sentiments




Homeownership: Benefits and Barriers

Americans consistently agree that homeownership provides more
financial and lifestyle benefits than renting, though some see
financial challenges to getting a mortgage today:

= Americans see both financial and lifestyle benefits to owning a
house

= Renters continue to cite down payment and credit concerns as
their biggest obstacles to getting a mortgage today

= Many consumers have misconceptions about what it takes to
gualify for a mortgage
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Younger renters continue to see affording the
down payment or closing costs and having
Insufficient credit as the biggest obstacles to
getting a mortgage today.

What would be your biggest obstacle to getting a mortgage to purchase or refinance a home today?
UP TO 3 RESPONSES PERMITTED
Among Renters 25-34

—o— Affording the down payment or closing costs == nsufficient credit score or credit history

Too much existing debt =>==|nsufficient income for monthly payments
=#=Lack of job security or stability —-The process is too complicated
61%
55% 57%

Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 QI Q2 Q3 Q4 Q1 Q2 Q3
2013 2013 2014 2014 2014 2014 2015 2015 2015 2015 2016 2016 2016 2016 2017 2017 2017

Source: Q3 2017 Consumer and Lender Key Insights
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About One Half

of consumers were unable to provide an answer when asked about
key mortgage qualification criteria.

I Mortgage Qualification Criteria:

Minimum Percent Minimum Credit Maximum Back-End

Down Payment Required Score Required DTI Ratio
Percent of Respondents ? . 80% 2 o B A% 2 . 5Q9%
Who Say “Don’t Know"” 2 ¢ 8 i
Percent of Respondents - - &

Who Chose the Correct Range

only 16 percent pick the
*1% - 5%" cholce bucket

only 12 parcent pick the
“620 - 679" choice bucket

only 5 percent plck the
“40% - 49%" cholce bucket

Fannie Mae
Requirements:

50%

Maximum Back-End DTI Ratio

3%

Minimum Down Payment

620

Minimum Credit Score

Source: Fannie Mae, December 2015, “What Do Consumers Know About The Mortgage Qualification Criteria?”
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When shopping for a mortgage, most recent
homebuyers both sought out person-to-person
sources and went online for information.

77 69 63
% i l%

Mortgage Shopping Sources of Information
(Select all that apply)

75
%

Real Estate Agent(s) Mortgage Lender(s) Online Sources* Friends and Family
77% 75% 69% 63%
26% 0
_ | I
Real estate Mortgage  Online sources Family and Financial Mass media  Government Non-profit None or Don't
agent(s) lender(s) friends planners and agencies housing Know
advisors counselors

Q: When you were researching and receiving advice about getting your current mortgage, which of the
following sources of information did you consult before getting the mortgage? Did you use...?

*Online Sources include Apps on a mobile device, Websites like Zillow, realtor.com, or credit management sites, and Social media

Source: Q1 2017 National Housing Survey®
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On average, recent homebuyers used 3.4
sources to look for mortgage advice.

350/ of recent homebuyers used the top four most
0 commonly used sources of information

O |« &£l

AR
Real Estate Agent(s) Mortgage Lender(s) Online Sources* Friends and Family
Number of sources
used on average: '
61% of recent homebuyers used 49% of recent homebuyers used
3 4 the top two most commonly used the top three most commonly used
sources of information sources of information

Q: When you were researching and receiving advice about getting your current mortgage, which of the following sources of information did you consult before getting the mortgage? Did you use...?
*Online Sources include Apps on a mobile device, Websites like Zillow, realtor.com, or credit management sites, and Social media

Source: Q1 2017 National Housing Survey®
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The most influential sources of mortgage

Information remain person-to-person

Interactions with mortgage lenders and real
estate agents, not online sources.

Most Influential Mortgage Shopping Sources of Information

Say mortgage
lenders were the
most influential

30%

Say real estate
agents were the
most influential

0
32% 30%
0
16% 13% 5%
0
B = o e %
]

Mortgage Real estate Family and Online Financial Mass media  Government Non-profit Don't know
lender(s) agent(s) friends sources* planners and agencies housing
Q: Which of the follow sources of information was the most influential when you were reséﬁﬂéﬂiﬁ@iﬁj counselors
receiving advice about getting your current mortgage?

Online Sources include Apps on a mobile device, Websites like Zillow, Realtor.com, or credit management sites, and Social media

Source: Q1 2017 National Housing Survey®
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Even among Millennials, mortgage lenders, real
estate agents, and friends and family are the
most influential sources of mortgage
Information, not online sources.

Most Influential Mortgage Shopping Sources of Information by Age

18-34 35-44 45-64 65+
N=460 N=301 N=329 N=84

54%

419 38%
27% 40 299

4985% 23%

140/51_ 0/'1.40/

9/0 0 0 8% o 7% o

6% 4cy 6% (70504 0 0
1%1%1%0% 1%2%0060% 1% 2% 09%0%

Mortgage Real estate Family and Online sources* Financial Mass media Government Non-profit
lender(s) agent(s) friends planners and agencies housing
advisors counselors

Q: Which of the follow sources of information was the most influential when you were researching and
receiving advice about getting your current mortgage?

*Online Sources include Apps on a mobile device, Websites like Zillow, Realtor.com, or credit management sites, and Social media

Source: Q1 2017 National Housing Survey®
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.s While online sources are seen as convenient
and useful, few consider them as trustworthy
and credible as person-to-person sources.

50%

Trustworthiness

= @

Mortgage Shopping Sources of Information —
Why are they influential?

Mortgage Lenders Real Estate Agent Family and Friends
N=375 N=347 N=189

2793070

0
il 18% 14%
°11%
0,
6% 50, Lo
Accuracy Credibility Convenience

O

100/010%7% 806 9% 3804
Usefulness Easy to
understand

o s 508

Q: Why was/were {most influential source} the most influential source when researching and receiving advice about getting your current mortgage? Showing all tested attributes; percentages add up to 100% for each source of

mortgage information

| Full data is available in the appendix | *Online Sources include Apps on a mobile device, Websites like Zillow, realtor.com, or credit management sites, and Social media
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Both current and future mobile usage for
home-buying activities have increased
significantly since Q1 2015, with current mobile

20% - 65%*
did a mortgage
activity on a
mobile device @
39% O, > > O
w *
e b 3%

usage more than doubling.
Have done a
oI & linelelle ® would like to do so

Fannie Mae Recent Homebuyers
mortgage activity
device in the )
in the future

In Q1 2015, In Q1 2017~,
on a mobile device
future

Q1 2015: Q: Have you ever done this online? / Would you like to do this online in the future? Showing those who responded “yes” to doing any of the specified mortgage activities on a smartphone or tablet
Q1 2017: Q: Have you ever done this using a mobile device? / Would you like to do this using a mobile device in the future?
~ Showing those who selected at least one of the four mortgage activities that were part of both the Q1 2015 and the Q1 2017 questionnaires

* Indicates a significant difference between the Q1 2015 and Q1 2017
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More low- and moderate-income recent
homebuyers did a mortgage activity on a
mobile device In 2017 than in 2016.

Fannie Mae Low and Moderate
Income Recent Homebuyers

In Q1 2016, In Q1 2017,

85% O/A*
did a mortgage ?ag do/n(e)a

activity on a ne
mobile device mortgage activity on a
mobile device

83% 84%

wanted to do a

()

O

\

>» | @

mortgage activity ® ® would like to do so in
on a mobile the future
device in the
future

Q1 2017, Q1 2017: Q: Have you ever done this using a mobile device? / Would you like to do this using a mobile device in the future?
*Indicates a significant difference between the Q1 2016 and Q1 2017
Showing those who selected at least one of the seven mortgage activities that were part of the Q1 2016 and the Q1 2017 questionnaires
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How Can We Help . ..

Leverage long-term relationship with members
Get the word out; bust the myths about homeownership

Make housing stability and homeownership a cornerstone of
your financial well-being programs

Partner with down payment assistance programs

Engage nonprofit housing and credit counselors

© 2018 Fannie Mae. Trademarks of Fannie Mae.
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HomeReady® Mortgage:
A Low Down Payment




What is a HomeReady mortgage?

HomeReady is an affordable low down payment mortgage product designed for
creditworthy, low- to moderate-income borrowers, with expanded eligibility for
financing homes in low-income communities.

Based on research

= A *“demographic sea change” affecting the housing market
is defined by the rise of the Millennials, increased diversity,
and a growing elderly population.

Targeted and goal-oriented

= HomeReady may help lenders meet their Community
Reinvestment Act goals.

Supports sustainable homeownership

= Competitive pricing, cancellable mortgage insurance (restrictions ﬁ ‘
apply), and buyer education that positions borrowers for
sustainable homeownership.
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Who does HomeReady fit?

= Buyers who need flexibility with down
payment and income qualification.

= Homeowners who want to refinance to lower
their monthly payments

= Customers who meet income eligibility as
follows:

Area Tvpe Percentage of Area
yP Median Income (AMI)

Low-income census tracts No income limit

All other properties 100%
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Borrower benefits

Affordable and sustainable

" Affordable low down payment; up to 97% financing for home
purchase with many borrower flexibilities.

" Flexible sources of funds can be used for the down payment and
closing costs with no minimum contribution required from the
borrower’s own funds (1-unit properties).

®  Conventional home financing with cancellable monthly Ml (per
Servicing Guide policy); reduced MI coverage requirement above 90%
LTV supports competitive borrower payment.

® Sustainable with the online Framework course to help buyers get
ready to buy a home and be prepared for the responsibilities of
homeownership.
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HomeReady Eligibility

Loan Purpose

Product

Occupancy and
Property Type

Purchase or Limited Cash-out Refinance (LCOR)

= FRM: 10-, 15-, 20-, or 30-year terms
=  ARM: 5/1 (2/2/5 and 2/2/6 caps only), 5/5, 7/1, and 10/1

1-unit principal residence, including 2- to 4-unit principal residence
eligible condos, co-ops, and PUDs. (no condos, co-ops, or

manufactured housin
Manufactured housing is eligible in 9

accordance with standard Fannie Mae
Manufactured housing guidelines:

= Desktop Underwriter only
= Max 95% LTV/CLTV
= FRMs and 7/1 and 10/1 ARMs
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HomeReady Eligibility — LTV/property type

Maximum Purch Purchase or LCOR

LAy DU only: 97% (FRM) No requirement \® 2-unit: 85% (FRM and ARM)

and . )
Subordinate :ﬁ;tggr;rsrgi?/cgon IEIEE s 3- to 4-unit: 75% (FRM and
Financing ARM)
m D
(FRM and ARM)

LCOR:

B DU and manual underwriting: 95%
(FRM and ARM)

B LCORLTV upto 97% in DU only
when the loan being refinanced is
owned or guaranteed by Fannie Mae

CLTV up to 105% with eligible Community Seconds (refer to Eligibility Matrix
for details); other subordinate financing per the Selling Guide.
(Note: The maximum CLTV for manufactured housing is 95%.)
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HomeReady Eligibility — Down payment

Minimum Borrower $0 for LTV/ CLTV/ HCLTV*
Contribution (own funds) $0 of 80% or less;
3% for LTV / CLTV/ HCLTV

80%
Gifts, grants, and Community Seconds®

Acceptable Sources of
Funds for Down Payment

and Closing Costs Cash-on-hand for 1-unit properties only

= Any eligible loan may have more than one Community
Seconds (i.e., third lien) up to the maximum 105% CLTV
(see Community Seconds fact sheet)

e * HCLTV = Home Equity Combined Loan-To-Value
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Non-occupant borrowers

The consideration of a non-occupant borrower’s income,
assets, credit and liabilities permitted for qualifying:

DU: maximum 95% LTV
Non-Occupant

Borrowers Manual: 90% LTV with max 43% DTI for occupying
borrower

Income considered part of qualifying income and subject to
HomeReady income limits

Ownership of  Borrower(s) may have an ownership interest in other residential
Other Property property at the time of closing.

6/23/2018 © 2018 Fannie Mae. Trademarks of Fannie Mae. 23



Boarder income and rental income

Boarder Boarder income (relatives or non- Not eligible
Income relatives):
= Up to 30% of qualifying income
= Documentation required:
e Shared residency for the
most recent 12-month period.
» Boarder income for at least 9
of the most recent 12 months
(averaged over 12 months).

Rental Income Rental income from a 1-unit property Rental income from 2- to
with an accessory unit may be used  4-unit property may be
as qualifying income. used as qualifying

income.
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Homeownership education

One borrower on each HomeReady purchase loan must fulfill
the homeownership education requirement. The Framework
homeowner-ship education course is the simplest, most convenient
way for most home buyers to fulfill the requirement.

= Customer feedback is consistently positive:
= 95% say they have learned as much or more than they expected

= 91% say they increased their understanding of the home buying
process

= Visit homeready.frameworkhomeownership.org to learn more.

= Download the Framework Overview for Home Buyers at
fanniemae.com/content/fact_sheet/homeready-framework-
overview.pdf

Exceptions: 1) HomeReady loans that involve a Community Seconds® or down payment assistance
program. 2) If a borrower does not have Internet access or other circumstances make an online
course unsuitable, Framework can refer the borrower to a HUD-approved counseling agency. 3)
Borrowers who have already completed one-on-one housing counseling are not required to complete @
the Framework course. Required components of counseling must be completed before a buyer enters
into a contract to purchase a home. HomeReady loans delivered with one-on-one counseling
are eligible for a $500 LLPA credit.

FRAMEWORK
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Homeownership Counseling

HomeReady leverages homeownership counseling to create new
opportunities for lenders, borrowers and counselors:

= One-on-one counseling can satisfy the HomeReady education
requirement

=  $500 LLPA rebate to lenders when borrower receives counseling
before entering into a sales contract to purchase a home

= |Increase the number of mortgage ready borrowers, especially in
underserved markets

= Prepared borrowers can help reduce loan closing time

=  Empower consumers to make informed decisions about their home
purchase

= Promote sustainable homeownership
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HomeReady summary

Affordable
= Down payment as low as 3% HOME F\)ea d

1(F\(

Simple
= Straightforward income eligibility

Smart
= Homeownership education via online Framework course

= Options for borrowers who need specialized help

Income flexibilities
= Non-occupant borrowers

= Rental income from accessory units (1-unit property)
= Boarder income documentation flexibility
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Additional Resources




Student Loan Solutions

To help those with student debt qualify for a home loan and reduce or even
eliminate student debt, Fannie Mae has introduced...

Debt Paid by Others: Widens borrower eligibility to qualify for a home loan
by excluding from the borrower’s debt-to-income ratio non-mortgage debt,
such as credit cards, auto loans, and student loans, paid by someone else.

Student Debt Payment Calculation: Makes it more likely for borrowers
with student debt to qualify for a loan by allowing lenders to accept student
loan payment information on credit reports.

Student Loan Cash-Out Refinance: Offers homeowners the flexibility to
pay off high interest rate student debt while potentially refinancing to a lower
mortgage interest rate.




HomeStyle Renovation

The HomeStyle Renovation mortgage permits borrowers to include
financing for home improvements in a purchase or refinance transaction of
an existing home.

= Cost-effective way to renovate or improve a home

= Single mortgage means lower closing costs and typically a lower interest rate on
a first mortgage

= Borrowers can qualify for CLTV of up to 105% with eligible Community
Seconds® subordinate financing

= Loan amount based on “as-completed” value of the home or the sum of the
purchase price of the property and the total rehabilitation costs (purchase
money loans), whichever is less

Note: Lender approval is required to deliver HomeStyle Renovation loans to Fannie Mae.

© 2018 Fannie Mae. Trademarks of Fannie Mae.
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HomeStyle Energy

With HomeStyle Energy affordable financing, your o
clients can have the charm of an older home while RRE )
enjoying the convenience and efficiency of modern pesmes Eeltlon ooy
energy upgrades. Borrowers can:

= Pay off higher-interest energy improvement debt |55 veiereren
through a limited cash-out refinance :

— Property Assessed Clean Energy (PACE) or |
similar financing

— Consumer debt
— Home equity debt

= Finance up to $3,500 in basic weatherization or

Wate r_effi Cient im provements (no energy re po rt Seal cracks and waatharstnp ; Aeplace I;‘.‘:&C andfar
T aroiend doors and wendows | hot wator heatar
req u I red) Raplace or IIELI.-a! air ducts
= Finance up to 15% of the “as completed” appraised Pay off existing PACE loans or other
value of a home for new cost-effective energy RHEEY. WTprOy Rt cant:

iImprovements (energy report required)

Selling Guide Reference: B5-3.3-01: HomeStyle Energy for Energy Improvements on Existing Properties
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* Marketing Center

Fannie Mae Marketing Center

Catalog [N Help Other Resources

Home » Catalog » By Topic » Home Buying

Home Buying

Cwr origination materials support the home purchase process by highlighting a variety of morigage opfions. Choose from the
product options below for materials you can customize and incorporate into your outreach efforts

tems per page: 16 Displaying 1.7 of 7 Page i 11

HomeReady® mortgage

Our enhanced affordable lending product for i thy low- fo r income h y

Home Style® Renovation

mﬂsﬁ; Thiz product permits borrowers to include financing of their home improvements into their mortgage
—whether they are buying or refinancing.

HFA Preferred™

Qur premiere affordable lending product designed exclusively for efigible Housing Finance Agencies
(HFAs) and their participating lenders.

97% LTV Options
Qur 3% down payment option for creditworthy homebuyers who may not have the resources for a

® ® @

larger down payment.

Down Payment Assistance

"%’ Help potential homebuyers qualify for a morigage by tapping a variety of available down payment
assistance programs.

Condo Buyer's Guide

Condo
Buyer's Guidance for homebuyers who might be interested in purchasing a condo.

Guide

Homebuyer Resources

*:‘f:::":z:" Resources you can use at conferences, housing fairs, open houses and other venues where you
meet with potential homebuyers who might have quesfions about the home-buying process.

Visit the Fannie Mae
Marketing Center

= Fact sheets, product
comparison, and FAQs

* Free customizable
marketing materials

https://www.fanniemae.com/singlefamily/marketi

ng-center

= Spanish Language
Resource Center

https://www.fanniemae.com/singlefamily/spanish-

resources-for-lenders
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Down Payment Assistance

Link: http://downpaymentresource.com/

Fannie Mae provides a courtesy link on the HomeReady page to the
Down Payment Resource external site

Chio Housing Finance Agency (OHFA) Your Choice! Down Payment As-
sistance - Targeted Areas
Program enly availsble in designated target areas.

Maximum Amount

Euryer chooses sither 25% or 5% of the purchase: price as asssiance

4L Down F'Effl'ﬂE'l'It' FIND AFROGRAM  HOW IT WORKS Benefits
REEOURGE + ¥aur Cheicel

ws hamebuyers o choose either 25% or 5% of the home's

closing costs ar other pre-clasing expensss
Bl

. Do ot have tr be o first tim er when puechasing ina tangeted anea

YD u MA? BE ELI GI BLE F'DR City of Cincinnati American Dream Downpayment Initiative (ADDI)

Maximum Amount

14 PROGRAMS AND UP TO $5,000
IN DOWN PAYMENT HELP. Benert

Defemed, zera-menest forgivable loan

FHLE Cincinnati - Welcome Home Program EXL=a

Maximum Amount

Upto 85,000

Benefits
- €5 5ing costs for the acquisition or canstnsction of a home
ather kacal, stabe and federal funding sources and with
- 1 Cash Advance Programs
- Do
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Duty to Serve Underserved Markets

Fannie Mae's Duty to Serve Underserved Markets Plan is focused on
improving the availability of home financing for very low- to moderate-
income families in three underserved markets:

= Manufactured Housing — Exploring financing options for one of the
largest affordable housing opportunities

= Affordable Housing Preservation — Helping keep established
affordable properties available as low-cost housing alternatives

= Rural Housing — Supporting the financing of housing for targeted
high-needs rural regions and populations

RESOURCES

Duty to Serve

housing markets
® @) Fannie Mae

For more information visit: http://www.fanniemae.com/portal/about-fm/duty-to-serve.html
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——DAY1——
CERTAINTY

Creating a superior borrower experience, driving operational
efficiency resulting in reduced origination cycle times and providing
freedom from reps & warrants

DU® Validation Service Certainty on Appraised Value Property Inspection Waiver
Freedom from paper-based processes Freedom from reps & warrants on Freedom from appraisal requirements
with validation of income. assets. and appraised value with the power of on eligible transactions

’ ’ Collateral Underwriter®

employment through third-party data * Exceptional point of sale customer

vendors (CU ™) when the CU risk score is 2.5 or experience
. . lower * Reduced origination cycle time and
* E;(C:ﬁggggl point of sale customer * Appraisal review efficiency cost savings
P L : * Freedom from rep & warrant on * Freedom from rep & warrant on
* Reduced origination cycle time appraised value property value, condition, and
* Freedom from rep & warrant on marketability

validated components

For more information visit: http://buildingoncertainty.com/ © 2018 Fannie Mae. Trademarks of Eannie Mae 35




- Thank you!

More information/questions:

www.fanniemae.com/singlefamily

Tammy Trefny

tammy_|_trefny@fanniemae.com
312-368-6218

Joe Weisbord

joseph_Weisbord@fanniemae.com
917-322-8966
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