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Agenda

• Industry overview

• Interest rates

• Mortgage loan product comparison

• Loan qualifications

 Capacity

 Assets

 Credit

 Collateral

• Loan process

• Home Buying Process



Industry Overview

• Real Estate value trends

• Marketing times

• Inventory

• Interest rate environment



National Home Price Indices

S&P/Case-Shiller Home Price Indices

Source: S&P Dow Jones Indices and CoreLogic



National Home Price Indices

S&P/Case-Shiller Home Price Indices

Source: S&P Dow Jones Indices and CoreLogic



Chicago Metro Home Price Indices



Home Market Overview

• Home sales/Inventory

• Mortgage interest rates

• Employment/Labor market

• Limited inventory of quality homes

• Lending guidelines

• Preparation including prequalification



Houses Sold in the U.S.

Sources: National Association of Realtors/Moody’s Analytics/Arch MI



Monthly Supply of Homes for Sale

Sources: Mortgage Bankers Association/Moody’s Analytics/Arch MI



Multi- and Single-Family Housing Starts

Sources: Mortgage Bankers Association/Moody’s Analytics/Arch MI



Interest Rates

• Historical perspective

• Volatile – can change at any time (intraday)

• Factors influencing rates:

• Ten Year Treasury

• Federal Reserve

• Political and Economic Events (domestic and international)

• Securitizations / Freddie Mac & Fannie Mae

• How to get the best rate



Historical Rates

15 year Interest Rate Comparison - 30 Year Fixed & 5 year ARM 

https://fred.stlouisfed.org/series/MORTGAGE30US



Product Comparison

Fixed (30 Year Fixed Rate)

• Higher initial rate

• Higher initial payment

• Limited purchasing power

• 30 year amortization

• Rate fixed for life of the loan

• Favorable if rising rates

ARM (3 to 7 Year Fixed Rate)

• Lower initial rate

• Lower initial payment

• Higher purchasing power

• 30 year amortization

• Rate fixed for initial term

• Favorable if declining rates



• Average length of loan

• First time home buyer

• Personal housing demand

• Length of residence

• Tolerance for payment changes

• New payment vs. current housing expense

• Income cycle – Do you foresee any changes?

What is the best loan for me?

Questions to Consider:



ARM/Fixed Rate Comparison

Assume $200,000 Loan
Mortgage Rate Monthly Payment

30 Year Fixed 4.25% $ 983.88
5 Year ARM 3.375% $ 884.19

ARM monthly savings  = $99.69
ARM annual savings  = $ 1196.00



• Capacity

• Income/ Employment Stability

• Assets / Savings

• Credit Worthiness

• Collateral

Keys to Qualifications

Evaluation Criteria Overview



• Employment history

• Education

• Debt to income

• Disposable income

• Payment shock

• Income trend

Capacity/ Income Stability



Debt to Income

Gross monthly income x 28%* = 

Gross monthly income x 36%* =
Housing plus
all other time 
payments

Total housing
expense

Basic Rule:

*Variances Allowed



Assets/Savings

Funds to Close

• Savings

• 401K

• Gift funds

• Minimum 3% down payment*

 First-time Home Buyer

 No ownership for 3 years

 Down payment and closing costs can be a gift
*Varies by property and loan type



Source of Down Payment Funds

Source of funds:
• Deposits
• Secured loan
• Sale of assets
• Gift
• Earnest deposits

Keys:
• Establish depository account
• Demonstrate history of savings
• Funds will be verified



Example: $200,000 Purchase

Down payment
Closing costs
Reserves

Total Cash*

$10,000
$4,000
$3,000

$17,000
* Plus any moving expenses

*Assuming 5% down payment



Down Payment Amount and PMI

• Required on all loans with less than 20% down payment

• Premium amount function of:

 Loan type

 Loan amount

 Credit history

• Borrower benefits from being able to obtain financing

• Lender benefits from insurance protection



Private Mortgage Insurance Comparison

Assume $200,000 Loan
Mortgage 

Term LTV FICO 
Score

Monthly 
Premium

30 Year Fixed 95% 740 $51.67  
30 Year Fixed 95% 680 $101.67

15 Year Fixed 95% 740 $41.67

15 Year Fixed 95% 680 $81.67



Credit History / FICO Score

• FICO scores are your credit rating

• They range from 300 – 850

• Higher scores mean lower interest rates



Credit History / FICO Score

Source:MyFICO.com

FICO scores are calculated based on your 
rating in five general categories:



Credit Score

COMPONENTS

Payment History (35%) 

• Is the most important factor. 

Making your payments on time 

help score.

• Late payments (30 days past 

due date) hurt score.

• More recent and numerous late 

payment’s hurt score.

• Collection accounts or legal

action serious negative impact. 

• Time distance from late 

payments reduce negative 

impact.



Credit Score

COMPONENTS

Utilization 30%

• Balances on Revolving Debt

Close to Credit Limit

• Correlation Between

Outstanding Balance and Credit

Limit

• More Credit Available Relative

to Actual Balance Positive

Length of Credit 15%

• Longer Dated Accounts

Favorable

Type of Credit 10%

• Variety to Boost Score

• Credit Cards

• Retail Accounts

• Direct Loan



Credit Score

COMPONENTS

New Credit 10%

• It’s OK to Use Credit!

• Number of Recently Opened Accounts

• Proportion of Recently Opened Accounts to All Accounts

• Inquiries

• New Accounts can Damage Your Score, Especially in Comparison to

Total Accounts



Credit Related Resources



Collateral / Market Value

Professional appraisal

• Supply & demand

• Inventory, location and marketing time

• Property features & amenities

• Comparable properties

• Transparency



Pre-Approval: What to Expect



Overview

• Timing

• Before you make an offer

• Valid for 120 days

• Purpose of pre-approval

• Buyer Guidance

• Qualification



Pre-Approval Information

• Online approval

• No cost – No obligation

• Automated underwriting

• Contacted by Loan Officer

• Discuss products with Loan Officer

• No need to re-apply if the terms of your loan change



How to Apply

Mortgages

• Online at alecu.org

• Products

• Lending

• Apply now!



Pre-Approval Information



Real Estate Center



Buying a Home



Real Estate Center

https://alecu.myhomeadvantage.com

• Free Service of ALEC
• Use it to Buy and/or Sell Real Estate
• Search online Listings
• Real Estate education tools
• Connect with a preferred HomeAdvantage Agent
• Save money with Cash Rewards



Home Advantage Program



Rebate
• Reduce Sales Commissions
• Lower Closing Costs

Cash Reward at Closing



ALEC Team

Jennifer Stoerp
Sr. Mortgage Loan Officer

NMLS # 743967
p: 847.249.9436
f: 847.599.0056

jstoerp@alecu.org
mortgages@alecu.org

Emily Smith
Mortgage Loan Officer

NMLS # 852386
p: 847.249.9438
f: 847.360.1614

esmith@alecu.org
mortgages@alecu.org

Sandy Schutt
Manager-Mortgage Loan Origination

NMLS # 743969
p: 847.249.9453
f: 847.599.0056

sschutt@alecu.org
mortgages@alecu.org

mailto:jstoerp@alecu.org
mailto:mortgages@alecu.org
mailto:esmith@alecu.org
mailto:mortgages@alecu.org
mailto:sschutt@alecu.org
mailto:mortgages@alecu.org


Questions?
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