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House Swapping/Trading Homes – 

What You Need to Know

You may have heard the term “house swapping”.  It has been in the news lately and it’s a little-known way for people to trade homes with each other.   Fannie Mae and Freddie Mac have had this financing option on their books forever.  

Documentation & Details 
As with everything else in today’s mortgage world documentation is the name of the game.  Every aspect of the trade must be documented, from contracts to evidence of ownership, proof of the home’s value and evidence of the final trade.  

Here are some of the highlights that you should be familiar with:

· Trade equity must be supported by a current appraisal of the real estate being traded

· Title work must be provided on real estate to be traded to document ownership of the property as well as any existing liens

· Deed must be provided to provide evidence that the real estate was indeed traded (at close)

· Evidence that any existing mortgage(s) were paid 

· Settlement statement or other documentation to evidence trade equity

· Manufactured Home transactions have extra considerations

· Trade equity is determined by taking 90% of the NADA Appraisal for the property less any liens on the property if the home has been owned for 12 months or longer

· If owned less than 12 months, trade equity is based off the lower of the NADA Appraisal value or the lowest sales price the home has sold for in the last 12 months

· Fannie Mae – borrowers to have a minimum of 5% cash investment from their own funds before counting trade equity.  There are a couple of exceptions to this rule (call me for details).

· Freddie Mac – does not require an additional minimum down payment from borrowers own funds provided that the minimum down payment (5%) is met from the trade equity and/or other acceptable sources.

These transactions require a little more documentation and attention to detail to insure that they come together as planned.  I am more than happy to help you and your clients to insure your trade goes smoothly.  Don’t hesitate to call me for details on how I can best assist you.

  

"The information provided has been based on rules and regulations issued by Federal Agencies and interpreted for you by MortgageCurrentcy.com.  Interpretations are not guaranteed but we attempt to make them both easy to understand and help you sell more real estate.  Check with your local and state authorities to ensure that you meet all requirements and disclosures."
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