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Name: ___________________________________    Period: ___________

Directions:  Use resources available to you in class, such as a textbook or computer, to answer the following questions.

1. What is a Conventional Loan?



A conventional loan is any mortgage that is not guaranteed or insured by 


the federal government, generally referring to a mortgage loan that 


follows the guidelines of government sponsored enterprises (GSE's) like 


Fannie Mae or Freddie Mac and give you peace of mind with super low 

closing costs and flexible payment options.

2.  What are the Conventional Loan Requirements? 


*Your income and your monthly expenses.




Your monthly housing costs (mortgage principal and interest, property taxes 


and insurance) must meet a specified percentage of your gross monthly income 

(28% ratio).




You must also have enough income to pay your housing costs plus all 



additional monthly debt (36% ratio).


*Your credit history (this is important, but Conventional's credit standards are 
 
  flexible). 


*A FICO score of 620 or above is very helpful in obtaining an approval.


*Your overall pattern rather than to individual problems you may have had.
3. What are the Conventional Down Payment Requirements?


The home buyer to invest at least 5% of the sales price in cash for the down 
payment and closing costs. 

4. What will be my Interest Rate?


The interest rate will be determined by the type of loan program you qualify for 
as well as your credit score.


Your final rate will determine your payment using the standard calculate 
mortgage payment formula.  (See previous lesson)

5. What types of property are eligible?



*Condos



*Planned unit developments



*Modular homes



*Manufactured homes



*1-4 family residences



*Primary residences



*Second homes and 



*Investment property.
6. What is the maximum amount that I can borrow?


The maximum loan amount allowed for an Conventional Conforming Loan varies 
from county to county.


To see what the limit is in the county in which you're interested, visit the 
following site 
https://www.efanniemae.com/sf/refmaterials/loanlimits/.

The maximum Conventional Mortgage amount will be 80% - 95% of the 
appraised value of the home or its selling price, whichever is lower. (Depending 
on the state where the property is located)

7. What Kinds of Loans do Conventional Programs Offer?



Fixed rate loans - Most Conventional Mortgages are fixed-rate 



mortgages.



Adjustable rate loans - The initial interest rate and monthly payments 


are low, but these may change during the life of the loan.
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