
Working with MGIC

Simple, Fair, Transparent

Presenter
Presentation Notes
Mortgage insurance not only provides lenders and investors the ability to protect their investment by structuring safe, high-LTV loans, but it also increases their/YOUR customer base by helping more borrowers qualify without requiring them to save up for a 20% down payment.  Ultimately helping you to better serve your communities by creating more homeowners.
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The information presented in this presentation is for general information only, 
and is based on guidelines and practices generally accepted within the 
mortgage finance industry and is not intended to be all-inclusive. MGIC makes 
no representations or warranties of any kind with respect to the accuracy, 
completeness or suitability for any purpose of the information contained in this 
presentation. 

MGIC expressly disclaims any and all warranties, express or implied, including 
without limitation warranties of merchantability and fitness for a particular 
purpose regarding these materials and this presentation. In no event will MGIC 
be liable for any direct, indirect, incidental, punitive or consequential damages 
of any kind with respect to  the presentation or materials provided. 

All examples are hypothetical and are for illustrative purposes only. This 
presentation is not intended and should not be interpreted or relied upon as 
legal advice. We encourage you to seek advice from a qualified professional. 

Presenter
Presentation Notes
Now, before we begin I am suppose to let you know that our legal team wants to share this brief message.

Essentially it states - any opinions I may give are mine and not necessarily that of MGIC.  The information is general information, and the examples are hypothetical and for illustrative purposes. 

Now that we’ve taken care of the legal requirements we can get started!  




Capital Strength

• Founder of the modern private mortgage insurance industry

As of 3/31/2016:

• $175 billion of primary insurance in force, which generates 
future premiums

• $4.5 billion cash and investment portfolio, which generates 
investment income (excludes $265 million at holding company 
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Capital Strength

As of 3/31/2016:

• Preliminary risk-to-capital ratio, 12.3:1

• $1.8 billion reserved for future claim payments

In the last 10 years:

• More than $93 million in claims paid to Puerto Rico loan 
Servicers

As of 12/31/2015:

• MGIC was PMIERS compliant
4



Leadership Team

• Pat Sinks – Chief Executive Officer

• Todd Pitman – VP, Managing Director – Southeast Region

• Ivonne Rodríguez-Colón – Puerto Rico Operations Manager

• Luis Castro – Servicing Relationship Manager

• Customer Service 
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Today’s Topics

• Agency requirements

• How MI works

• Borrower benefits

• MI premium plans

• Online tools
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Presenter
Presentation Notes
In this program you will learn the standard Agency requirements.

How private mortgage insurance works.

The advantages mortgage insurance provides you and your borrowers, and how private mortgage insurance compares to government mortgage insurance, (in particular FHA).  

We’ll also discuss the most popular premium plans offered, standard coverage levels and eligibility requirements.  

And we’ll end today by showing you some online tools we have to make your job easier. 




Standard Agency Coverage Requirements
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LTV Coverage

90.01%-95% 30%
85.01%-90% 25%
80.01%-85% 12%

Presenter
Presentation Notes
Lenders select mortgage insurance coverage based on loan’s LTV. But the most common coverage amounts are set by Fannie Mae and Freddie Mac, where the percentage of insurance equals the portion of the loan covered if there is a loss or default. Let’s take a look at how it works. 



How Does MI Work?
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$180,000 Loan

$200,000 
Property

$200,000 
Property

Down Payment
10% = $20,000

Down Payment
10% = $20,000

Lender Exposure 
90% = $180,000

MGIC MI Coverage
25% = $45,000

Lender Exposure 
67.5% = $135,000

$180,000 Loan

Presenter
Presentation Notes
Let’s say a borrower is going to purchase a $200,000 home and is putting 10% down. (click) In this example, the lender’s exposure (should that loan go into default), is 90%, or $180,000. (click)

Now let’s take that same loan of $200,000 and 10% down (click) and add the standard agency MI coverage of 25%.  (click) In this scenario, the lender’s exposure drops to 67.5% of the property value or $135,000.  A difference of $45,000.00. (click) The advantage of MI coverage is clear.




Claim Example
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With 25% MGIC Coverage

Unpaid Balance: $180,000

Delinquent Interest: 10,500

Foreclosure Cost: +        8,200

Total Claim Amount: $198,700

Option 1 Option 2

MGIC pays the lender 25% of the 
claim amount = $49,675

Lender disposes of the property

MGIC pays the lender the entire 
claim amount = $198,700

MGIC takes possession of the property, 
eliminating any potential loss for the 
lender

Presenter
Presentation Notes
Lets look at an example. Again we are looking at 25% coverage amount. Loan goes into default with a remaining balance of $180 thousand. (click) 
Add in the unpaid interest and foreclosure costs, and the total claim is $198,700. (click) So the MI provider, and of course you’ll want to use MGIC, has the option to pay 25% of the claim amount or in this case $49,675 (click) or our other option is to pay the entire amount and take possession of the property. (click)



Lender Insurance Activity in Puerto Rico
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Delinquency Data for Puerto Rico
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How Does MI Fit Into The Big Picture?

MI gives you an extra advantage

• Structure safe, high-LTV loans

• Increase your customer base

• Better serve your community
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Presenter
Presentation Notes
So how does mortgage insurance fit into the big picture?

Placing mortgage insurance on a loan reduces lender and investor risk exposure.

Mortgage insurance not only provides lenders and investors the ability to protect their investment by structuring safe, high-LTV loans, but it also increases their/YOUR customer base by helping more borrowers qualify without requiring them to save up for a 20% down payment. Ultimately helping you to better serve your communities by creating more homeowners.



How Can Your Borrowers Benefit from MI?

MI gives you an extra advantage

• Increased buying power

• Expanded cash-flow options

• Lower monthly payments

• Reduced taxes, www.mgic.com/taxdeductible
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Presenter
Presentation Notes
So what’s in it for your borrowers?  Through the use of mortgage insurance, borrowers can become homeowners sooner because now they don’t need to wait until they have 20% to put down on a home. 
By putting less down than 20%, they may also be able to afford more of a home and for many households through 2013 MI is tax deductible. 

Simply put, MI expands borrowers options.  Let’s look at a couple examples.



How MI Works
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Down Payment
20% = $10,000

$50,000 
Property

Down Payment
10% = $10,000

$100,000 
Property

Down Payment
5% = $10,000

$200,000 
Property

Down Payment
5% = $7,500

$150,000 
Property $2,500 left in savings

Presenter
Presentation Notes
For instance, if a borrower has saved up $10,000 for a down payment, instead of making a 20% down payment on a $50,000 home, (click) that borrower may want to put 10% down on a $100,000 home (click) or 5% on a $200,000 home, (click) assuming of course they could afford the higher monthly payment that would come with a larger home. 
Or perhaps they would prefer to put 5% down on a $150,000 home and leave $2,500 in savings. (click) Again, mortgage insurance provides borrowers more options and flexibility when buying a home. 




Private MI May Be Cancelled

Automatic termination at 78% LTV

• Based solely on the initial amortization schedule

Borrower-requested termination at 80% LTV, based on:

• The initial amortization schedule OR

• The date the loan balance actually reaches 80% of the original value 
AND:
Good payment history

The borrower satisfies any lender requirements that there is no decline in property 
value and that no subordinate liens exist
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Presenter
Presentation Notes
Another advantage private mortgage insurance has for borrowers is it may be able to be cancelled when no longer needed.
 
It is the Servicer who ultimately must tell the mortgage insurance company to cancel the coverage on a loan, however The Homeowners Protection Act of 1998 establishes rules for automatic termination of private mortgage insurance when the borrowers reach 22 percent equity in the home based on the original property value (as long as the mortgage payments are current). 

Borrowers may also request cancelation of mortgage insurance when they reach 20 percent equity in the home based on the original property value, again the mortgage payments need to be current. 

However, the protections under the Homeowners Protection Act do not apply to government-insured FHA or VA loans or loans with lender-paid MI.



Private MI May Be Cancelled

Borrower-requested termination at current value

Fannie Mae and Freddie Mac typically require:

• The loan be seasoned at least 2 years AND

• The borrowers have an acceptable payment history AND

• The LTV based on a current appraisal is:
75% LTV or lower if fewer than 5 years have elapsed since the loan originally closed 

OR

80% LTV or lower if more than 5 years have elapsed since the loan originally closed

• For more information, visit: usmi.org or mgic.com
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Presenter
Presentation Notes
…while HPA does not address MI cancellation using current value, many investors will look at a new appraised value and with the market showing signs of appreciation.  Making this another possible option for your borrower. 

Again, since Fannie Mae and Freddie Mac are the major investors in the industry, most look to their guidelines. 

Typically Fannie & Freddie require the loan be seasoned at least 2 years, AND that the borrowers have an acceptable payment history AND that the LTV based on a current appraisal is 75% or lower if less than 5 years have elapsed since the loan originally closed OR 80% LTV based on a current appraisal if more than 5 years have elapsed since the loan originally closed. To determine the options available on a specific loan, you will always want to check your investors requirements. 



How Do Borrowers Qualify for MI?

MGIC qualifies borrowers with quality in mind… 

The Four Cs:
• Credit
Borrowers’ willingness to repay a loan

• Capacity
Borrowers’ ability to repay based on the amount & stability of income

• Capital
Borrowers’ investment in the property from savings & other sources

• Collateral
Property’s value & marketability to provide adequate security for the loan based on 

an appraisal
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Presenter
Presentation Notes
So how do borrowers qualify for MI?

Generally, the principles of the mortgage industry’s Four C’s Credit, Capacity, Capital and Collateral apply, and are evaluated. As mortgage professionals, our shared goal is to qualify as many borrowers as possible, without compromising the borrower’s ability to successfully maintain homeownership. 

And to help you qualify more borrowers…



Reference materials in Spanish
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Presenter
Presentation Notes
Going conventional with MGIC is going to help you provide that simpler, faster process your customers are looking for. MGIC’s Go! program provides streamlined MI for your DU or LP loans. 



The Fastest, Easiest Way to Get MI 
With DU® or LP®

• Available through ALL MGIC 
submission options

• See mgic.com/go for details
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Presenter
Presentation Notes
AND it’s available through any of our submission options. 

We’ll share some highlights of the program but for the complete underwriting summary visit www.mgic.com/go.



MGIC Go! is The Fastest, Easiest Way to Get MI 
With DU® or LP®

Overlays are subject to MGIC underwriter discretion.

*97% LTV is acceptable for a financed single premium.

**The lowest of all Borrower Indicator Scores – the lower of 2 or 
the middle of 3 credit scores for each borrower. If any borrower 
has no credit score, see UWG 2.03.02

DU® is a registered Fannie Mae trademark; LP® is a registered 
Freddie Mac trademark.
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Du Approve/ or LP Accept/
Maximum LTV/Occupancy

95%* - Primary
90% - Second Home

Units
Primary Residence, 1 to 2 units

Second Home, 1 unit

Maximum DTI Ratio
As allowed by DU or LP

Loan Type
As allowed by DU or LP

Maximum Credit Score**
700

Presenter
Presentation Notes
With only a few Go! Overlays in this table, you can otherwise process and underwrite eligible loans according to AUS Findings/Feedback requirements.




MI Premium Plans

Borrower-paid MI

• Monthly Premiums

• Single Premiums

• Split Premiums
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Presenter
Presentation Notes
As each of these premium plans offer different advantages, understanding each will be helpful.



BPMI Monthly Premiums

• No upfront premium

• Paid with monthly mortgage payment

• May be cancelled

• Versatile
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Presenter
Presentation Notes
The most popular and easily understood premium plan is borrower paid monthly MI. 

It provides the simplest and easiest transaction and is perhaps the easiest to explain to your borrowers. 
Monthly MI is a pay-as-you-go option that may be cancelled when no longer required. Cancelling the MI will reduce the borrower’s monthly payment without needing to refinance. 

Monthly premiums can be very attractive, especially if the borrower has a low interest rate on the original loan.  
Because there is no up-front fee, no need for the borrowers to pay more at closing, AND you’re not increasing their debt by financing a fee into the loan. 
Keeping the loan amount down will also put them in a better equity position, should they need a home equity line of credit down the road.  



BPMI Single Premiums

• Premium paid upfront

• Paid by borrower, seller, builder or 3rd party

• May be financed into loan amount

• Portion may be refundable when cancelled
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Presenter
Presentation Notes
Single premium, or BPMI can be paid all at once in one lump sum. These can be structured in one of two way. Either paid for by the borrower or the lender. 

With Borrower-paid singles, borrowers may have the option of paying the MI premium in one lump sum at closing or depending on your investor's guidelines and the borrowers individual situation, they may be able to finance the premium into the loan amount. While borrower-paid singles may be cancelled, it is only in the borrowers interest to do so if a higher refundable premium was chosen at closing, and is done within the first five years. In that situation the borrowers may receive a pro-rated portion of their MI back. 



BPMI Split Premiums

• Upfront premium combined w/ lower monthly renewal

• Upfront premium may be paid by the borrower or a 3rd 
party or financed

• May be cancelled

25

Presenter
Presentation Notes
The Split premium option is similar to the government’s FHA, but usually at lower premiums.

With a Split premium, the borrower pays a portion of the MI premium up-front at closing, in order to reduce the monthly MI amount. 

The amount paid up-front may vary depending on the option you choose. 

This up-front amount may be paid at closing by the borrowers, sellers, or other third party. In some cases it can also be financed into the loan amount, (again, this will depend on the investor and the amount of the borrowers’ down payment). 

Like monthly MI, this premium plan is also cancellable, providing the borrower with the ability to remove the MI and lower their monthly mortgage payment. 




MGIC/FHA Comparison
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FHA @ 96.5% LTV MGIC Monthly MI @ 95% LTV

Credit Score n/a 760 720 700

Interest Rate 3.75% 3.875% 3.875% 3.875%

Base Loan Amount $154,400 $152,000 $152,000 $152,000

Upfront Premium
(financed into loan amount) $2,702 $0 $0 $0

Total Amount Borrowed $157,102 $152,000 $152,000 $152,000
Monthly MI $108 $68 $79 $113
Monthly Payment (P&I + MI) $836 $783 $794 $828
Est. MI Cancellation
(in months; assuming 2.75% annual 
appreciation)

Not cancellable 61 61 61

Presenter
Presentation Notes
….there are a lot more benefits for those borrowers who can go conventional. 
This comparison is on FHA today and includes the recent changes to the MIP and cancellation feature as they try to reduce their role in the market. The advantages of Private MI is even clearer, and as you can see, even at a higher interest rate (click), with Private MI monthly premiums there is no upfront fee (so no financing it into the loan and increasing borrower’s debt) (click), and it provides a lower monthly payment for your borrower, along with the ability to cancel sooner. (click)

Present the options to your borrower - both options, showing the short-term and long-term advantages for each and let the borrower decide. You can do your own comparisons just like this using MGIC’s comparison tools on mgic.com.  Let’s look at some of the tools we have available for you.

(Note for Scott and Andrew – 
For LTVs under 90% the FHA insurance must be in place for 11 years before it can be cancelled.
You can cover this in the script of be prepared to address questions….. 
MGIC will go to 660 but to be fair at 660 it is going to depend a lot on the LLPAs and the interest rate. While there will be no upfront amount and the monthly MI is less than FHA, if the interest rate spread is more than a half a point FHA is probably going to be about $40 a month cheaper. 



mgic.com
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Presenter
Presentation Notes
Mgic.com offers several tools designed to help you as you evaluate the best option for you borrowers. 

From our home page you can click on the Rate Finder icon (found at the center of the page), to quickly access MI rates and payments



mgic.com/ratefinder
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Presenter
Presentation Notes
Rate finder makes it quick and easy to get a rate, it’s defaulted to the most common selection so you only need to enter 3 fields and modify others if needed for your loan. And you can have this tool at your fingertips…



What’s New?

• Gold Cert

• MGIC MI Underwrite/Full-Doc Review Program

• Loan Center (paperless)
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Questions…
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Follow Us!
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@mgic
Linkedin.com/company/mgic

mgic.com/mgicconnects
MGICvideos



Thank You…

…for choosing MGIC for your mortgage 
insurance needs

32

Presenter
Presentation Notes
Thanks for taking the time to join us today, we hope we’ve provided you with a better understanding of private mortgage insurance and how it can help you expand homeownership opportunities in your market. 

If you would like to learn more about MGIC MI or other products and services we can provide to help you expand homeownership, I am available to help you. 
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