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A Look at Closing Costs Limits and a Temporary Loan Buydown Example
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Calculating a Temporary Buydown

P & I  $3,882

 Buy down  4.25%

 P & I  $3,101 - $3,882 = $781 x 12 = $9,372

 2nd yr. 5.25%

P & I  $3,481 - $3,882 = $401 x 12 = $4,812

Total seller concession is $14,184, which is = to 2.18 points in this 
example.

The $14,184 goes into an escrow account and that pays for the 
reduction in payments for year one & two.

QUESTIONS?

The most common question in Lending was 
asking about How the 2/1 buy down works. 

Here is how a 2/1 temporary buy down work. 3/1 
is also available.

 Example: 2/1 buy down

 Purchase  $650,000

 3% down  $  19,500

 Loan Amount  $630,500

 Interest rate  6.25%
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Key Elements Regarding Lender Limits
 Relating to Seller Credits

Maximum Interested Party Financing Concessions Updated – 10-28-21
Financing Concessions: Financing concessions are funds that originate from an interested party to the transaction that are used to:−Reduce permanently the interest rate on the 
Mortgage−Fund a buydown plan to temporarily subsidize the Borrower’s monthly payment on the Mortgage−Make contributions in any way related to the Borrower’s Closing Costs, 
including up to twelve (12) months of HOA dues

Freddie Mac (FHLMC)

FHA: 

               

: 

VA: (Note: VA is the only one that allows seller to payoff borrowers credit balances)

Fannie Mae (FNMA)
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