
HAMP
HAMP – the Home Affordable 
Modification Program – is part 
of the US Treasury’s Home 
Affordability & Stability Plan, 
designed to help at-risk 
homeowners. A HAMP loan 
modification should be offered on 
every MGIC-insured loan that meets 
program criteria:

•	 The borrowers have missed 
mortgage payments or are in 
imminent risk of default.

•	 The property is owner-occupied.

•	 The mortgage was originated on 
or before Jan. 01, 2009, and the 
unpaid principal balance does 
not exceed eligibility limits.

Participating servicers must 
evaluate all delinquent loans for 
HAMP eligibility using set program 
criteria and the Waterfall process. 

For more information, refer to the 
following websites:

•	 US Treasury

•	 Fannie Mae

•	 Freddie Mac

HAMP Waterfall
The term “Waterfall” is used within the HAMP program to describe the 
sequence of steps taken to reach the target of a 31% housing debt-
to-income ratio. Before beginning the Waterfall process, it must be 
determined that the loan meets the eligibility criteria.

The following steps are taken, in order, until the 31% target is reached:

1.	 CAPITALIZE  
ARREARS 

Capitalize accrued interest and other eligible 
expenses to determine the modifed loan amount.

2.	 REDUCE INTEREST  
RATE 

Reduce the interest rate to reach the 31% 
target housing debt-to-income ratio in 
increments of 0.125%, subject to an interest 
rate floor of 2%.

3.	 EXTEND LOAN TERM If the 31% target housing ratio 
has not been reached, extend 
the term of the loan up to 
a maximum of 40 years.

4.	 FORBEAR PRINCIPAL If the 31% target 
housing ratio has not 
been reached, then 
reduce the principal 
through an agreement 
between the borrower 
and the servicer.
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http://www.hmpadmin.com/portal/programs/index.jsp
https://www.efanniemae.com/sf/mha/
http://www.freddiemac.com/singlefamily/service/mha_modification.html

