Mortgage Refinance

What Is a Mortgage Refinance?

Mortgage refinancing involves taking out a new mortgage to replace your current one, often with
revised terms. Homeowners usually refinance to obtain a lower interest rate, adjust the length of
their loan, switch from an adjustable-rate mortgage to a fixed-rate mortgage, or access their

home’s equity for cash.
Can | Refinance Late Mortgage Payments?

Yes, you may be able to refinance your mortgage even if you're behind on payments, but it may
depend on the type of home loan you have, your creditworthiness, income, employment history,
and other factors. Qualifying for refinancing will likely be more challenging if your late

payments are recent and for a significant amount.

Understanding the guidelines for different mortgage types is crucial in determining whether you
can refinance with late payments. Here's what you might expect with some of the most common
mortgage types.

Conventional Mortgage Refinance

A conventional mortgage is a home loan from a private lender, not backed by the government.
You might be able to refinance even if you're behind on payments, but it depends on various

factors. Check with your lender for details.
FHA Refinances

Federal Housing Administration (FHA) loans are a popular mortgage option among borrowers.
You can do FHA streamline refinance also known as a rate-and-term refinance or a simple
refinance. An FHA streamline might be easier to qualify for than a refinance. You must have an
FHA loan currently to do an FHA streamline refinance. You may be able to refinance an FHA
mortgage if you are late on payments, but it depends on the type of refinance and your payment
history. Check with your lender for details.

VA Streamline Refinance
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Veterans Affairs (VA) home loans can be refinanced through a VA interest rate reduction
refinancing loan (IRRRL), also known as a VA streamline refinance. In addition to the VA's
requirements, individual lenders often set their own eligibility requirements. VA loans, or
Department of Veterans Affairs home loan, is a mortgage program that helps veterans, service
members, and eligible surviving spouses buy, build, or refinance homes. You can refinance a VA
mortgage if you are late on payments, but some requirements must be met. Check with your

lender for details.
USDA Streamlined Assist Refinance

The United States Department of Agriculture (USDA) offers three refinancing plans for
homeowners with existing USDA loans. These include the USDA streamlined refinance, the
streamlined-assist, and the non-streamlined refinance. You must currently have a USDA loan to
qualify. These loans are made available to help eligible buyers with low to moderate incomes

purchase homes in rural areas and small towns. Check with your lender for details.
What Can Disqualify You from Refinancing?

Before applying for a refinance, make sure you're putting your best foot forward by addressing

any issues that may lead to a loan denial, including the following:

High Debt

Carrying too much debt is one of the primary reasons lenders reject refinance applications.
Lenders consider your debt-to-income ratio (DTI), the percentage of your total monthly income

dedicated to your debt payments. Check with your lender for specifics.
Low Credit Score

You'll likely need to meet a minimum credit score requirement to qualify for refinancing.
Requirements can vary depending on the refinancing option you choose. Check with your lender

for specifics.

Too Many Late Payments
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Regardless of your credit score, debt load, and home equity, some lenders may deny your

refinance if you have too many late mortgage payments. Check with your lender for specifics.
Insufficient Home Equity

Lenders typically expect you to have some equity in your home, but the exact amount can vary
from one lender to another. It's important to check with your lender to understand their specific

equity requirements.
Low Income Or Unstable Employment

Lenders review your income and employment status to gauge your ability to make timely
payments on a new home loan. Consequently, they may deny your refinance application if your
employment history is spotty or if your income is deemed too low to meet your monthly
obligations, including your mortgage. If you've recently been out of work or changed jobs, a
lender may want you to provide your income history for two years. It's crucial to check with your

lender for specifics, as this will empower you to make informed decisions about your mortgage.
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