
100% RURAL DEVELOPMENT  
HOUSING UPDATE
One of the most affordable loans ever  
is about to get even more affordable.

Effective OCTOBER 1, 2016, the USDA will reduce the costs 
associated with its 100% Rural Development home loan — 
making an already economical mortgage program even 
more affordable for buyers looking to purchase a home in  
a designated USDA rural area.

A USDA Rural Development (RD) home loan has always been a great option for 
borrowers (particularly first-time buyers) because it provides up to 100% financing, 
meaning that no down payment is required. The program is also available for those with 
credit scores as low as 620. These low barriers-to-entry have allowed many borrowers to 
get the financing they need while only having to pay two additional fees on top of their 
monthly mortgage payment: the upfront guarantee fee and an annual fee.

These fees are similar to those charged by the Federal Housing Administration (FHA) on 
its home loan programs and are required in order to keep the home financing program 
operational. But as the housing market recovers, the costs of this program decrease, and 
the USDA is passing the savings onto borrowers. 

UPFRONT GUARANTEE FEE
This fee is typically added to the loan amount so borrowers don’t have to pay it with 
cash. While convenient, this still increases the overall loan amount. However, with the 
reduction, your clients will owe less upfront and have a lower monthly payment.

 ■ Current fee: 2.75% of the loan amount
 ■ New fee: 1% of the loan amount
 ■ Example: $200,000 loan: old fee = $5,500, new fee = $2,000

ANNUAL FEE
The annual fee is currently equal to 0.50% of the loan balance and is paid each year over 
twelve months. As the loan balance decreases, the fee paid each year decreases. The 
reduction means borrowers will enjoy lower annual fees and lower monthly payments.

 ■ Current fee: 0.50% of loan balance (on $200,000, 1st year fee = $83.33 p/month)
 ■ New fee: 0.35% of loan balance (on $200,000, 1st year fee = $58.33 p/month)

If you have clients that are looking for a low down payment loan option, please share 
my contact information with them. I’ll be happy to walk them through the program’s 
benefits and get them pre-qualified.

This piece is for professional realtor use only. It is not intended for consumers. All loans subject to underwriting approval. Certain restrictions apply. 
Call for details. First Financial Mortgage is a registered tradename of CrossCountry Mortgage, Inc. NMLS3029 (www.nmlsconsumeraccess.org). 
USDA Loans: Borrower income limited to 115% of median income for the area. Borrowers must have reasonable credit histories. 30-year loan term. 
Housing costs cannot exceed 29% of income; total debt payments cannot exceed 41% of income. Homes must meet state and HCFP building codes. 
Funding fee required. Available only in designated USDA rural areas.
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