Short Sale & Foreclosure

EFFECTS ON CREDIT

Basics of a Short Sale;

Short 3alkes happen whean a lender agreas to accept less then the amount owed against the home becausethare is not
ancugh equity to sell and pay all costs of sale. Mot all lendars wall negotizta a Short Sale, and that is why a Real Estate agent
can be & trermendaus help by contacting the lendar's loss mitigation department ta find out.

You can't justwake up one maerming and decide you're going to sell your hame &t a loss by asking fiar 2 Short 5zle. Typically,
kenders won't even consider a Short Sale if vour payments are current, Lenders will be more agreeable to negotation it vour
paymments are inarrears. Flus, it you have cash assets, the kender might try to tap those accounts. Doing 8 Short Sale is not
for the faint of haart.

Howris the Selles”s Credit Aftectedy

According to Chriskopher Rockey, Oiractor of Education for Mortgage Resolution Services, sellers will taka a bigger hit on
their cradit report by going through foraclosure ar giving the lender a deed-in-lieu of foreckszure. Rockey says the points lost
an @ FICD seore {the forruka used to assess a borrower's risk factor] are as fol lows:

- Foreclosure or Oeed-in-Liew of Foreclosure:
Foth of these solutions affect credit Ehe same, Sallers will taks a hit of 250 t0 220 peints. This means ifa sellel's FICO
soore befom foreclosure, it could dip as low as 400,

- Short Sake
The affect of a shart szle on 2 seller's credit repart i much less damaging. The ding an credic will show g as a pre-
fareckssure in redemption status, Steep says, which will result inm & less of B0 te LOO paints. This means @ Short Sale with
a previous FICO of 880 will see it fall to 580 to 800,
“Importantly
Borrowsars must realize theze numbers are anby theory. They must continue to be responsible with their outside
Mortgage consurmer debt, Oftan f the hardzhip is financally refated, boarrovwers fzll behind an ather consumer
Fas ponsibilities.

Wailing Period Before Buying Another Home

- Foreclosure or Deed-in-Ligu of Fereclosure;
Recently Rockay said, Fannia Mae, Freddie Mac have changad thair guidelings. Foraclosure is a minimurm of 3 years
A raimirurn Fico of BEC and 10% down. & deed-in-lieu & four years, 580 mid Fica. 10% down.

- Shernt Saka:
2 Years, no minimum credit score and no reinirmal down gayrment. These numbers are excremely irmportant to know.

SYhort Sale f Foreclosure Deficlency ludsments

The bad news Is & seller could be subject to & deficlency judgrment far the difference betweaen the lean amountand the
amaunt peid. In Califarnia, purchase money loans are nok subject to deficiency judarments; however, hard money loans,
home equity loans and refinences are, Othar states have Bws regarding personal auarantess, which could also result inoa
deficiency judgment ifthe home owner iz personalby lisble for loan repaymant.

The lender has sole discration whether 1o pursue a deficiency judgrmant in those instances when the judgment is permitted.
fo detarmine whethar g pending faraclosura ar Short Sale s subject to @ deficiency judgrment, talk to 2 real estate lawyer.

Far zellers trying to decide whather to let & home go through forec kosure werses attempting & Short Sals, sahvaging their
cradit iz the main advantzge ta doing a Short Sale. Be sureto seek legal and tax advice befare making this decizion.

frticle Obtained from weee. zbout.com and autharzed by Elizabeth Weintraub whao has zn extensae background in real
estale spanning more than 30 vears.
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