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Navigating stated income loans

BY PETER MILLER
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back. This is something of a financial mir
wele given their history and background
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thus leading to the term “liar loans
Aliar Joan.” explains Investopedia
loan that requires

a category of mortg

little or no documentation of income. B
cause the lender does not verify income
looking at W
rns and other records, such

and asset
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loans are said 1o be “liar loans™ because
lenders simply take the borrower at their
vord
Lon for their part. often did not
have enongh verified data to confirm  able rdard. “Know your borrower” is  “stated income” now means financing underwriters review tax returns every
by o applications. If a credit score  one of banking's most fundamental rules,  that substitutes various records fortaxin-  day. It's what they do.
looked good pplication could surely a lot better than “Howdy stranger,  formation. Documentation is required to Third, some borrowers worry about
rough the system - though maybe with — can 1 get you a sack of unmarked bills’ verify income and other information. privacy issues. That may well be a fair con-
) s it higher interest rate, Most im It's generally understood that borrow- Who uses stated-income financ-  cern, but it must be balanced against the
portant] neome borrowers were  ers must provide tax information when  ing? In some cases, it’s borrowers who  reality that borrowers are asking lenders
not require more information he applying for a mortgage loan. While thisis ~ feel their financial situation is not ad-  foraloan, a bigloan. You want the money,
fore a mortgige was « nated. common practice, it's not required equat reflected in their tax returns.  then you need to provide evidence of the
Huge ers of foreclosure notice Dodd-Fr Says. editor making  For example, a self-employed borrower  ability to repay.
vent out during the mortgage meltdown — a residential mortgage loan shall verify  might have deductions that lower their Every borrower should shop around
vhen borrowers could not repay their — amounts of income or assets that such  income but are not cash costs. Think of  for the best able price and terms.
debts. Many lenders also got into troubl creditor relies on to determine repay deductions for depreciation or the use  If you're worried about tax returns and
A total of 140 panks closed in 2000 and  ment ability, including expected income  of a home office. whether they fully reflect your financial
57 w hut in 2010. In comparison or ts, by reviewing the consumer’s Rather than tax returns, a lender who  situation, speak with loan officers and get
and despite the pandemic -« four bank Internal Revenue Service Form W-2, tax  uses stated-income financing might look  their responses. They likely have heard
failed in 2020, none were closed in 2021 returns. payroll receipts, financial insti-  at the borrower’s bank statements to  similar concerns before because self-
022, and five were shut in 2023 As  tution records, or other third-party docu-  track the ebb and flow of monthly income,  employment is common. According to
\| mly one US bank has closed  ments that provide reasonably reliable  to see what's really there - or isn't there. the IRS, more than 20 million people re-
in 2024 evidence of the consumer’s income or as- Is it worthwhile for borrowers to get  ported self-employment income in 2022
One result of the mortgage meltdown  set stated-income financing? There are sev-  and you can bet that many of them have
wass | ¢ of the Dodd-Frank reform Inotherwords, lendersare notrequired — eral issues to consider. mortgage financing.
le it 1 2010, 1t was designed to 1o use only tax records to verify borrower First. how do interest rates, fees, and
red rhetplace risk for borrowers, information. They can use alternative  charges for a stated-income mortgage Peter G. Miller is a nationally syndicated
lenders, and s investors locumentation compare with other mortgage options? real estate columnist, the author of seven
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2222 E Walker Lane, Holladay

2 5SF | 1AC | $7.495.000
idor. a never-lived-in 9,275 square foot mansion on a full acre of opulence.
ets, along with a total of 10 baths, this estate is tallored for the elite

364 N Tanner Lane, Mldway
7BD | BBA | 9.3155F 290,000
luxuriously Impeccable quality-built Rambler. walking
amenities distance to Homestead Resort & Golf Club.

S0 square foot
and a bevy of exquisit

850 S Donner Way #102, SLC
4137 SF \"‘399999 4BD 1 3BA | 2.505 SF | $999,995
y e modern sophistication Enjoy glonious sunsets and sparkling city
2 nallma on 0 24 acres of serenity. lights from this stunning condo.

1892E Ashley Mesa Lane, Sandy 9118 SMeadow Lily Lane, West Jordan 91W Ryker Lane, Midvale 1789 Wide River Drive, St. Geor:

580 22AC 1 $825.000 SBD | 3BA | 2981 SF | D33AC | $799.000 Unit8—4BD | 3BA | 1,684 SF | $469.900 50| 28A 1 1190SF | 006 AC '55‘90%3
y N aquiet and hi Welcome home to suburban i ,mg"‘"‘ S Unit6—4BD | 3BA | 1684 SF 15499.900 goranetost George with this incredibly dean
y neighborhood maculate West Jordan Rambler New C Street townhomes in a great Iocation. ang charming Sun River 55+ community home.
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