Inside this issue:

Cover Story—Seller
Buy Down Strategy

2010 Tax Credit Pro-
gram

Biggest Factor in
Determining Your
Credit Score

Cartoons to help us
Remember 2009

Words to Live By

$250 Gift Card

It’s a new year, new resolutions, new
goals, new lending guidelines; Every-

MORTGAGE MASTERS OF

VI

Real Estate Agents: How
many of you would like to
sell more homes and at the
same time sell each home
for closer to the asking
price?

Answer: | am hoping every-
one.

Buyers: How many of you
would like to increase the
price range with which you
could shop for a home while
keeping your potential
monthly payments on those
homes as low as possible?

Answer: Again, everyone.

And Finally, Sellers: How
many of you would sell your
home for it’s asking price?

Answer: You get the picture,

gram.

thing’s new! | just wanted to review

the all important 2010 Tax Credit
Homebuyer Program for everyone.

November 6, 2009, Congress modified
the $8,000 First-Time Home Buyer Tax
Credit program, turning it from a "first-
time" buyer program into an
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right...?

In this edition of the news-
letter, | want to talk to you
about the Seller Buy Down
Strategy and how it can
benefit RE Agents, Buyers
and Sellers in a Real Estate
transaction.

Let me explain...on any
Real Estate purchase trans-
action, the sellers are al-
lowed to pay a certain per-
centage of the buyers clos-
ing costs (sellers conces-
sions). On a conventional
loan (Fannie Mae or
Freddie Mac) a seller can
contribute between 3-9%
(depending on the amount
of down payment) for the
buyer’s closing costs,
points, and prepaid items.

On an FHA Loan, the seller

"everyone" Home Buyer Tax Credit pro-

Under the program's new terms, first-time
buyers are eligible for up to $8,000 in
federal tax credits and long-time home-
owners get up to $6,500. A "long-time"
homeowner, according to the IRS, is

someone who has used a home as a pri-

can contribute up

to 6% for the buyers closing
costs, points, and prepaid
items. Alternate loan pro-
grams subject to investor
guidelines.

So let me give you an exam-
ple....let’s say you are listing,
buying or selling a $175,000
home and remember, on an
FHA loan the seller can pay
up to $10,500 (6%) towards
the buyers closing costs,
points, or prepaid items.

Guess what that gives us?
The answer my friends is
OPTIONS!

Lets turn to page 3 and take a
look at the diagram | have put
together to help illustrate just
how this can help each party
involved in the transaction.

mary residence for at least 5 con-
secutive years dating back to
2002.

This is an important qualifier for
existing homeowners.

Story Continues on page 4
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It’s 2010 and if we have learned any-
thing in the last 12 months, its that it is
harder to get a home loan and that
people’s credit scores have dropped
due to the economy and the difficult
situations that it has put so many fami-
liesin.

So I wanted to discuss the biggest fac-
tor to improving one’s credit
score...Payment History.

A credit score is a prediction of the
future.

Specifically, credit scores predict the
likelihood that a person will not make
a mortgage payment in the next 90
days.

The best way to predict a person's
behavior over the near-term future,
history has shown, is to look at that
person's behavior over the recent
past.

Like Isaac Newton said: An object in
motion tends to stay in motion. If a
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person is having trouble paying their
bills today, they'll likely have trouble
paying them tomorrow.

Types of credit in use Payment History

e

Recent
i -
Credit agencies know that "life hap- Wguirles 1“%6““__ |
pens" and that it's normal to face medi- . L 35%;
cal emergencies, divorces, job losses ﬁ’;ﬁ;t
and other events that impair a person's Lengt?:' s
ability to make monthly payments on __,.x-“
time.
30% '

They also know that if payments are #
missed this month, it's likely they'll be —
missed next month, too. Outstanding Debt

tions.

And this is why the #1 factor in a per-
son's credit score is Payment History. It
comprises 35% of the score. Itis also
the reason why credit scores can im-
prove in time with improved behavior.

So, want to improve your FICO after
missing some payments recently? Get
current, pay your bills on time, and wait
-- time will take care of the rest.

Once a person "catches up" with their
monthly payments, it can be representa-
tive of credit strength. Perhaps the
medical emergency is over; or, the di-
vorce is finalized; or, the person found a
new job. After getting current, the
credit scoring agencies are likely to
treat those missed payments as aberra-

If you are looking for some advice on
your credit or want to talk about putting
a game plan in place to improve your
credit over the next 12-18 months,
please give me a call and we can dis-
cuss some personalized options for you.
You can reach me at 812.477.8000.

Top Cartoons of

the Year That Was 2009...
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See the diagram to the right... - - - - - - -
List Price Financing | Price Reduction | Rate Reduction

You see the list price for the
home in column 1 then 2 options Sales Price $175,000 $165,000 $175,000
for your you and your buy-
ers...dropping the price of the
home or using the rate reduction Down Payment % 3.50% 3.50% 3.50%
(Seller Buy Down) Option.

L oan Amount $168,875 $159,225 $168,875

In the rate reduction column we

have used 3 points or $5066.25 to
“Buy Down” the interest rate

Loan Program

FHA 30 YR Fixed

FHA 30 YR Fixed | FHA 30 YR Fixed

from 5.5% to 4.5% which results

. . Rate 5.50% 5.50% 4.50%
in a net monthly savings to the
buyer of $103.24. That’s a big Term Amortized Amortized Amortized
savings! And we still have about
3% left to contribute to the buy- |Payment $958.85 $904.06 $855.61
ers closing costs.

Monthly Savings $54.79 $103.24

Remember, on an FHA loan like

we used in this example, we
have up to 6% of the purchase
price to use towards buyers clos-
ing costs, points, and prepaid
items. So we simply take a portion
of that 6% and “Buy Down” the
buyers interest rate. By doing
this, we have helped him/her get
a lower payment and ability to buy
your home, you have sold your
home, and the RE Agent has sold
the home for list price. Everyone
Wins!

Let me give you an example (and
this is no joke!): List price for this
particular home was $140,000 and
a buyer put in an offer for
$133,000 with no seller conces-
sions — the seller rejected the
offer. About 2 hours later (with
this Seller Buy Down Strategy) the
same buyer made a counter-offer
for $140,000 (full asking price)
with 5% Seller Concessions
($7,000)....the sellers accepted in
about 15 minutes. FYI, that is the
exact same offer!! Lets walk thru
it...

$140,000 * 5% = $7,000 seller con-
cessions.

$140,000—$133,000 (what they of-
fered originally) = $7,000 off of ask
price.

So the RE agent and seller sold their
home like they obviously intended
and the buyer was able to get the
house they wanted AND also get a
lower monthly payment with utiliz-
ing the Seller Buy Down Strategy vs.
if they would have got the home for
$133,000.

It’s just a different way to look at it
and thus, creates an opportunity to
get creative on Buying, Selling, or
Listing a New Home.

Let’s be honest, in a down real es-
tate market like we are in, it's in
everyone’s best interest to start
thinking outside the box and this is a
great example of how we can all
benefit if we just start to use the op-

tions that are out there for us.

RE Agents: | will call you to
schedule a time to discuss how we
can use this to present to buyers
and show them how they could
look in a higher price range using
this strategy to accomplish staying
in the monthly payment range
they are comfortable in.

Buyers: lets run some numbers to
see what we can do to help you
get the most out of this strategy
and get you in the home of your
dreams.

Sellers: lets be honest, its still a
buyers market, if you understand
this concept and utilize it you can
attract more buyers by bringing
them up to your price range of
homes by helping them stay in the
monthly payment range they want
to be in.

Call me at 812.477.8000 to discuss. 3




If you plan to claim the Home Buyer
Tax Credit in 2010, here's what you
need to know.

First, you need to know that the tax
credit is federal. Therefore, it doesn't
matter whether you live in Evansville,
Chicago, or anywhere else -- if you
file U.S. taxes, you've cleared the first
eligibility hurdle. All you have to do
is file.

Second, you need to know your dead-
lines.

In order to claim the Home Buyer Tax
Credit, you must be under contract for
your new home no later than April 30,
2010 and you must be closed on your
new home between the dates of No-
vember 7, 2009 and June 30, 2010.

So long as you meet these dates,
you've cleared the second eligibility
hurdle.

Third, you need to know what types of
home buys are specifically excluded
by the IRS.

1. The home may not be acquired
from a mother, father, spouse, or
child

2. The home may not be acquired
from an entity in which you're a

aaron@mortgagemastersofindiana.com

majority owner

The home may not be acquired
by gift or inheritance

The home's primary buyer must
be at least 18 years of age

The home's purchase price may
not exceed $800,000

The home must be meant for use
as a primary residence
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These rules ensnare just a small per-
centage of home deals so if you meet
the eligibility requirements as shown
above, you're probably going to be in
the clear. It's at this point, though, that
you should double-check just how
much of the credit you're eligible to
claim.

The maximum tax credit as authorized
by Congress is for up to $8,000 for
first-time home buyers and for up to
$6,500 for long-time homeowners.

Not everyone will get access to the full
amount.

The tax credit is limited to 10% of the
home's purchase price.

* A $300,000 home is eligible for up
to $8,000 in credits to first-timer
home buyers and up to $6,500 to
long-time homeowners

* A $50,000 home is eligible for up
to $5,000 in credits to first-time
home buyers and up to $5,000 for

Words to Live By...

long-time homeowners
At this point, you know your own eli-

gibility, and the size of your credit.
However, you may still have ques-
tions. Thankfully, the IRS thought of
that with their bizarre scenario FAQ.
It's worth a look. The FAQ includes
scenarios for couples getting married,
divorced and separated, plus
"flipping" and various "renting home-
owner" scenarios.

Here's how to claim the your Home
Buyer Tax Credit. There's just 2 very
basic steps:

1. Review the eligibility require-
ments above -- just in case!
2. File your 2010 taxes.

Or, if you want to receive your tax
credit faster, consider filing an
amended 2009 return. This is espe-
cially helpful for self-employed home
buyers and other folks that typically
file between April 15 and the October
15 deadline.

That's it! Just be sure that you'll use
your new home as your "main home"
for at least 3 years. Otherwise, the IRS
will reclaim your refund.

Lastly, please remember that | am a
loan officer -- not an accountant. Con-
sult a tax professional for tax matters,
mmmme-kay? You can also use me for
rate quotes. Send me an email any-
time.
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you were better.

~ Eric Kwan

Let us welcome the new year, full of new hopes
and challenges! Don't wish it were easier, wish

Christmas."

~Unknown
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"People are so worried about what they
eat between Christmas and the New Year,
but they really should be worried about
what they eat between the New Year and
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This certificate entitles an applicant(s) to a $250
Visa Gift Card. All loans must be Originated,

Closed and Funded by Aaron Cashmer on or be-
fore February 28, 2010
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This offer is not endorsed by Mortgage Masters of

Indiana and is not offered

on any other loans closed by Mortgage Masters
Loan Originators.
" > $ " #
Not redeemable for cash. Redemption value not
to exceed 250.00

LEGAL DISCLAIMER: Content provided is sourced from blogs, websites and third party sources. It is not com-
pletely authored by Aaron Cashmer or any employee, officer or party of Mortgage Masters of Indiana. Mortgage
Masters of Indiana does not endorse, represent, or warrant that the information contained here can be utilized in
conjunction with making a sound financial decision, purchase of a financial investment product or act as a
recommendation for any specific financial strategy. Information is provided solely as a service for interested
parties and cannot be validated as accurate, timely, or actionable. Mortgage Masters of Indiana can not be held

liable for content, inaccuracy, or unverifiable content.
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AARON M. CASHMER : ABOUT ME

I have been in the Mortgage Industry
since 2002 where | began my career,
while a junior at Purdue University,
with an Internship at Household Fi-
nance as a RE Underwriter for the
Northeast and Midwest areas of
Household’s Branch Network.

Upon my graduation from Purdue, |
moved to Evansville, Indiana to marry
my college sweetheart, Carrie and
started my career with American Gen-
eral Finance in their Mortgage Opera-
tions Dept. | spent 3 yrs as aLoan
Originator there and was then pro-
moted to a Team Lead in 2006.

In my 5+ years on the Origination side

of the Mortgage Industry, | have origi-
nated over $87 million in volume and
assisted more than 435 clients in real-
izing savings through refinance trans-
actions as well as helping numerous
families realize the dream of home
ownership.

| currently reside in Evansville with
my wife Carrie and two kids, Kate (3)
and Carson (1). Oh yeah and our dog
Otis, how could I forget!

I enjoy all sports, especially football
(NFL, NCAA and fantasy football), bas-
ketball and golf and love the Chicago
Bears and Chicago Cubs.
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