FINANCING

Tips to Help Clients Get Nonbank Financing
It’s getting more difficult to get a mortgage for owner-occupied rental properties through traditional banks. Yet the properties are still a great investment and income source. 

Understanding nonbank guidelines for owner-occupied rental properties can open the door to many new opportunities and markets.

When working with a person who doesn’t meet traditional mortgage guidelines it is important to understand that person’s situation. 

Knowing your client’s income or credit situation can help you put him or her in touch with the right source of financing. 

It is important to make sure everybody involved in the deal knows that these mortgages take longer to get approved than do traditional ones. 

It also helps if your client understands that the interest rate on the mortgage will be higher than what a bank offers.

Nonbank lenders look at the property and location more than they look at the client. 

Many nonbank lenders will not finance properties outside major urban areas or in areas where property values are declining, or in areas where there is a high unemployment rate. They see these areas as high risk because it can be difficult for your client to pay the mortgage when tenants suddenly leave or quit paying the rent.

The lenders are also worried about the time it will take to find a buyer if your client has trouble paying the mortgage and needs to sell the property.

An appraisal will be needed. The appraisal will include both the income approach to value and the comparative market analysis to set the value of the property. 

The appraiser will need to supply pictures of the property and the area. If the property needs a lot of work, most nonbank lenders will not put a mortgage on the property.

Your client will need to show some form of income proof. If a client is self-employed, a business registration, GST registration or articles of incorporation will work. In some cases your clients may need to show business statements and bank statements. Each case is different and depends on the lender’s guidelines. Some lenders will let clients use 100% of the rental income as part of their income. The lender will need to see copies of the leases and expenses for the property.

It is possible to get a mortgage for owner-occupied properties with as little as 15% down for a duplex or triplex and 25% down for a four-unit building. In some cases private lenders will finance up to 85% of the value of these properties. The source and amount of the down payment will need to be shown. Some lenders will let clients use a second mortgage as part of the down payment.

When helping clients with credit problems to purchase owner-occupied properties, let them know they will need to explain what happened and what they did to fix it. A good mortgage agent will help present the client’s story in the best light to the lender.

Helping clients with these types of purchases can lead to long-term relationships and referrals.
