
First American Title First American Title

How to Avoid Foreclosure

© 2007 First American Title    FI-001-07

Foreclosures are climbing. But there are options to explore before it’s too late.
As more hybrid ARMs (adjustable rate mortgages) move upward and housing prices begin to dip, many Americans are fi nding 
themselves trapped in too-high monthly payments.  This year, more than $300 billion worth of hybrid ARMs will readjust for 
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KEEPING THE PROPERTY VS. SELLING THE PROPERTY
If your monthly house payment (including property taxes and insurance) does not exceed 40% of your gross monthly income, it 
should be possible for you to keep the property. If the payment is greater than 40% of gross monthly income, consider selling 
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                1. Keeping the property if possible.
                2. Don’t give away equity if you can keep it or liquidate and put it in your pocket.
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                3. Minimize damage to your credit. You will need it later on.

LENDER WORKOUT
Before exploring new options, have you tried to come to terms with your existing lender? Lenders want the loan to be current 
- they don’t want to have to complete a foreclosure. Can you make up the defaulted amount over a period of months? Can 
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REFINANCING AND NEW JUNIOR LOANS
Basic lending guidelines require that all home loans total up to less than 75% of the current market value of the property. If 
you have more equity than that, you should have no diffi culty in obtaining a new refi nance or a 2nd Trust Deed to make your 
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LOANS TO GET YOU CURRENT
If you experienced a temporary fi nancial setback that has since been cured and are going to be able to keep the property, fi rst 
consider asking family and friends for a loan to get current. It’s much cheaper than hard money loans, but MAKE SURE you will 
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over 30 years to keep the payments lower and the balance will be due in 2 to 5 years.

BANKRUPTCY
This is a major step that will have lasting impact on credit reports. Seek appropriate legal advice. If the Notice of Default 
has just been fi led on your home, you have suffi cient time to explore the options for new loans or selling the property. If the 
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SEEK LEGAL ADVICE.
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