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WHAT IS A LOAN
ASSUMPTION?

A loan assumption lets a homebuyer take over the
seller’s existing mortgage, including its interest rate,
repayment schedule, and terms.

But why should you consider a Loan Assumption? Some
key benefits include:

e Lower interest rates compared to current
market rates

e Potentially lower monthly payments

e Avoid higher closing costs of a new loan
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TYPES OF LLOANS

e Available to eligible veterans, active-duty military members,
and sometimes non-veterans (with lender approval).

e Buyer does not need to be a veteran to assume a VA loan.

e Seller’s VA entitlement is tied to the loan and may not be
restored unless the buyer is also VA-eligible.

e Federal Housing Administration-backed loans are assumable
with lender approval.

e Buyers must meet the lender’s credit and income
requirements.

e Equity Gap: If the home’s value exceeds the loan balance, the
buyer must pay the difference in cash or through secondary
financing.

e Restoration of VA Entitlement: Sellers should ensure their VA
entitlement is restored (if applicable).

e Lender Restrictions: Some lenders may impose restrictions or
additional conditions.




1 ) Page 03 of 06 ( J

( Lower Interest Rates J

When you assume a loan, you take on the seller’s existing mortgage
interest rate, which may be significantly lower than current market
rates. This can save you thousands of dollars over the life of the loan
compared to securing a new mortgage at today’s rates.

( Smooth Transition ]

9

¢ (Creditworthiness: Buyer
must meet the lender’s

The terms of the existing loan, including the
repayment schedule, remain unchanged.
This consistency can simplify the
transition for buyers and provide
predictability in monthly payments.

[ Cost Savings ] credit score and income
qualifications.

Loan assumptions often have fewer Down Payment: Buyer

upfront  costs  compared @ to may need to cover the

traditional mortgage applications. equity difference between

You may avoid higher fees such as the loan balance and the

appraisals, origination fees, and home’s sale price.

other expenses typically associated * Approval from Lender:
with a new loan The lender must approve

the buyer for the loan
assumption.




Confirm whether the existing loan is
assumable, such as a VA or FHA loan. A
REALTOR can help you identify these
types of loans quickly and ensure
you're pursuing the right properties.

Work out terms for covering any equity
difference between the loan balance
and the home's sale price. Your
REALTOR can expertly negotiate on
your behalf, ensuring a fair agreement
that protects your interests.

Reach out to the seller’s lender to start
the loan assumption process. A
REALTOR often has established
relationships with lenders, which can
streamline communication and ensure
required steps are addressed properly.

These fees are typically lower than
traditional closing costs but can vary. A
REALTOR can help you understand
and plan for these costs, avoiding
unexpected expenses.

Provide proof of income, your credit
score, and other necessary documents.
A REALTOR can guide you on the
financial benchmarks needed and

connect you with trusted professionals
to improve your chances of approval.

Sign the loan assumption documents
and transfer ownership. With a
REALTOR by your side, you'll have a
professional ensuring all details are
accurate and deadlines are met, giving
you confidence in the final steps.
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Yes, non-veterans can assume a VA loan with lender approval. However,
there’s an important caveat: the seller’s VA entitlement may remain tied to
the loan unless the buyer is also VA-eligible and agrees to substitute their
entitlement. This can impact the seller’s ability to use their VA benefits for
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future purchases.

Yes, FHA loans are generally easier to
assume, provided the buyer meets the
lender’s credit, income, and financial
requirements. FHA loans are designed to
be more accessible, making them a
popular choice for buyers looking to
assume loans.

o Assumption Fees: These are typically lower than traditional closing
costs but vary by lender.

¢ Equity Difference: If the seller has built equity in the home, the buyer
must cover the difference between the loan balance and the agreed-
upon purchase price. This can be negotiated through cash payment, a
second loan, or other creative financing options.

¢ Seller Concessions: In some cases, the seller may agree to cover part of
the equity or other costs as part of the negotiation.
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HOW WE CAN
HELP

( Your Phoenix Real Estate Experts j

Taking on a loan assumption can be a fantastic opportunity, but
it comes with complexities that are best navigated with the help
of a knowledgeable real estate professional. Here’s how
working with our team can make a significant difference:

o Expert Guidance
Navigate lender requirements,
financial qualifications, and legal
steps with ease.

o SKilled Negotiations
Secure favorable terms for equity
differences, fees, and seller
concessions.

o Lender Knowledge
Work efficiently with lender-
specific processes, backed by a
REALTOR’s expertise and
network.

o Peace of Mind
Avoid costly mistakes and ensure
every detail is handled correctly.
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Thank you for exploring our Loan Assumption Guide for Home

Buyers! If you're ready to take the next step or have feedback to

help us improve, we’d love to hear from you. Reach out today to
discuss how we can assist with your loan assumption journey!

(W (623) 304-4024 [°B Phoenix, AZ
Visit our website! 3 Send us an emaill
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