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Preparing for Growth in the
Mortgage Assumptions Market

Being able to assume a mortgage as part of a home purchase isn't a new idea; it's
an option on certain types of loans that has been available for decades. However,
it has attracted new attention in the current higher-interest, high-cost housing
market. Recently, we sat down with Nicole Upshur, Regulatory Counsel at Covius
Compliance Solutions, to discuss the “ins and outs” of assumable mortgages.

Why is there a renewed interest in mortgage assumptions?

Nicole: Historically, mortgage assumptions haven't played a major role in the home buying
process, but that's changing. With higher interest rates and affordability challenges, both buyers
and real estate professionals are taking a closer look at assumable mortgages as a way to secure

more favorable terms. Recent media coverage has brought additional visibility to this option. For
example, CNBC reported that FHA-backed mortgage assumptions rose 59% from 2021 to 2023,
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assumptions. The first step is to ensure lenders are knowledgeable and current on mortgage
assumption alternatives, options and compliance requirements.

What types of mortgages are assumable?

Nicole: Not all mortgages are assumable, so it's important to understand the specifics.

FHA loans are assumable with lender approval and have conditions such as occupancy
requirements, LTV restrictions and borrower qualification.

VA loans can be assumed by anyone who qualifies, including non-veterans. However, only a
veteran buyer with enough VA entitlement can fully release the seller from liability and restore the
seller's VA entitlement for future use. Therefore, it's usually better for veteran sellers to complete
assumptions with other veterans who have sufficient entitlement.

USDA loans are assumable with approval, provided the buyer meets USDA eligibility criteria and
the property remains in a qualified rural area. Fannie Mae and Freddie Mac loans are generally
not assumable due to “due-on-sale” clauses. However, there are limited exceptions — for example,
Fannie Mae's Qualifying Mortgage Assumption Workout Option or cases involving family transfers
where Freddie Mac may allow an assumption.



How can mortgage assumptions benefit distressed borrowers?

Nicole: In situations involving divorce, death or financial distress, mortgage assumptions can pro-
vide a faster, more affordable path to selling a home. Buyers may be drawn to lower interest rates
on existing loans, making the property more attractive. For lenders, assumptions may prevent
foreclosure and reduce loss exposure. They can also help in cases involving borrowers affected by
immmigration policy, where assumptions might be one of the few viable options.

What are the pros and cons of mortgage assumptions for
borrowers and sellers?

Nicole: Mortgage assumptions can offer meaningful advantages, especially in high rate
environments. For buyers, the biggest benefit is often the ability to take over a loan with a

lower interest rate than what's currently available, potentially reducing monthly payments and
increasing affordability. Closing costs for mortgage assumptions are typically lower than those
associated with new loans, and the process can be faster since you're not originating a mortgage
from scratch.

However, there are trade-offs. Assumable loans are generally limited to government-backed
programs, which may restrict borrower options. Qualification requirements can still be stringent,
depending on the loan type and lender policies. For sellers, it's important to understand that
unless a formal release of liability is granted, they could remain on the hook if the loan goes into
default—even after the property changes hands.

What should lenders be doing now to prepare?

Nicole: With borrower interest in mortgage assumptions growing, lenders should take steps now
to fully understand the process, benefits and the regulatory and investor-specific requirements
tied to different loan types. Each program—FHA, VA, USDA, and in limited cases Fannie Mae or
Freddie Mac—comes with its own set of eligibility criteria, documentation needs and compliance
obligations. Navigating these nuances can be challenging.

That's where Covius Compliance Solutions can help. Our team works closely with lenders to

break down the complexity of mortgage assumptions, offering guidance on loan-level eligibility,
entitlement considerations and investor servicing rules. We assist with document preparation,
regulatory interpretation and end-to-end compliance support—helping lenders confidently
respond to borrower inquiries and execute assumption transactions with accuracy and efficiency.

Whether you're fielding more questions from borrowers or building an internal playbook, Covius
is here to help you stay ahead of the curve.
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