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Temporary Buydown Options Now Available

Effective Immediately, FCM TPO is excited to announce expanded Temporary Buydown options across
multiple programs.

Prior to this deployment, Encompass workarounds were utilized to support temporary buydowns. This will
no longer be required.

Eligible Loan Programs

FHA & VA Loans
e 1/0 Buydown
e 1/1 Buydown
e 2/1 Buydown
e 3/2/1 Buydown

USDA Loans
e 1/0 Buydown
e 1/1 Buydown
e 2/1 Buydown

Fannie Mae and Freddie Mac Conforming and High Balance Loans
e 1/0 Buydown
e 1/1 Buydown
e 2/1 Buydown
e 3/2/1 Buydown




What is a Temporary Buydown?

A Temporary Buydown allows the borrower to reduce their interest rate for an initial period, lowering
monthly payments at the start of the loan. The difference between the actual note rate and the reduced
rate is funded upfront and held in a buydown escrow account, applied monthly to subsidize the borrower’s
payment.

Example: Calculating the Buydown Fee

Scenario:
e Loan Amount: $300,000
¢ Note Rate: 6.50%
e 2/1 Buydown

Step 1: Determine Year 1 and Year 2 Reduced Rates
e Year 1=4.50% (Note rate — 2.00%)
e Year 2=15.50% (Note rate — 1.00%)
e Year 3+ = 6.50% (Full note rate)

Step 2: Calculate Monthly Payments (P&l only)
e Year 1 Payment @ 4.50% = $1,520
e Year 2 Payment @ 5.50% = $1,703
« Standard Payment @ 6.50% = $1,896

Step 3: Determine Monthly Subsidy
e Year 1 Subsidy: $1,896 — $1,520 = $376
e Year 2 Subsidy: $1,896 — $1,703 = $193

Step 4: Multiply by Months
e Year 1:$376 x 12 = $4,512
e Year2:$193 x 12 = $2,316

Total Buydown Fee = $4,512 + $2,316 = $6,828

This fee is collected upfront (from seller, builder, or lender credits) and deposited into the buydown escrow
account.

Key Highlights
e Available on FHA, VA, and USDA loan programs.
e Lower initial monthly payments for borrowers.
e Buydown fee may be paid by seller, builder, or lender credits (per program rules).
e Fully amortizing loans — no negative amortization.




Pricing and Locking — FUEL

Temporary Buydown
types are available
in the dropdown field

in pricing.

Mortgage Type
FHA

Purpose

PURCHASE REFINANCE

Compensation Type

LENDER

Channel
Broker

BORROWER

Base Loan Amount

$ 500,000

1.75% UFMIP ($508,750)
Property Value

$ 526,316

Property Zip
30188

Woodstock, GA #

Buydown Type
None

Term 3-2-1
Term 2-1
Term 1-1
Term 1-0

FICO
750

LTV
95

Occupancy

Owner Occupied

[ Admin Buyout

Term

30 year

2nd Lien

% $

Property Type
v Detached

[ First-Time Homebuyer

Please contact your Account Executive should you have any questions.

We appreciate your business!

Amortization

Fixed

Lock Days

30 Days

Lock Expires 10/27
Units

1 unit
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