Two Ways to Help Your Clients Get Financing 
When it comes to selling a home, people usually contact their mortgage lender to get a payout statement. Depending on the size of the penalty, though, their home-selling plans may be put on hold.

However, real estate agents may be able to help clients get the home they want by assisting them in understanding the terms assumability and portability.

Assumability

Having a homebuyer assume an existing mortgage can help both the buyer and the seller. Helping a buyer assume a mortgage reduces costs for both the seller and the buyer. The buyer takes over the existing mortgage of the seller, which means that there is no payout penalty. Legal costs may also be reduced because the lawyer does not need to create and register a whole new mortgage.

Many lenders will allow the mortgage to be assumed if the buyer qualifies under that lender’s mortgage underwriting guidelines. The buyer takes over the mortgage as it was first registered. The interest rate and payments remain the same.

If the buyer needs more money to complete the sale, they can apply to add on to the existing balance with the lender or obtain a second mortgage elsewhere.

If the buyer needs less money than the seller has to pay off, there is a difference between what the buyer assumes and the mortgage balance. If the seller has room in their prepayment options, they may not have to pay a penalty on the amount they are paying off.

The seller is still fully responsible for the mortgage unless the lender takes the necessary steps to release the seller from their obligation. It is very important to have the seller’s lawyer verify that it is done properly and that the seller has the right paperwork to confirm it.

Portability

Portability can help your seller save money by eliminating any payout penalty. The seller ‘ports’ or takes the existing mortgage to their new home. The interest rate, terms and conditions all remain the same. The lender will review your client’s income and credit situation to make sure there are no problems or potential problems. A property evaluation will also be required. Many lenders do not charge the client a fee for porting their mortgage. Like any mortgage transaction, a lawyer is needed and the client will pay legal costs to register the new mortgage on their new home.

If your client needs additional funds to buy the home, they can increase the mortgage amount or get a second mortgage. The right decision will depend on the loan-to-value and whether the mortgage is going to be high ratio or not. If your client needs to increase their mortgage amount, the lender will usually arrange a ‘blend and extend’ of the current mortgage. The interest rate will be based on a calculation using the current balance and rate of the mortgage and the rates available when the purchase is completed.

Porting and assuming mortgages are not always the best options. Working with a mortgage representative to review your client’s situation will help you help more people. 

