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Russell D. Reid, PLLC

• Full-service residential and commercial title company 

• Committed to helping realtors grow their business

• Offices in Colleyville and Coppell

• Accessible attorney on staff 

• Remote closings at no extra cost

• 30+ years of experience

• Complimentary check pick-up and delivery
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270 N. Denton Tap Road, Ste 120 
Colleyville, Texas 76034

972-462-1800

1704 Tennison Parkway, Suite 110 
Coppell, TX 75019

817-251-2440



Jason Ridley Agency 
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Started Nationwide Agency in 2011, Licensed agent 
since 2003, the agency Consists of myself & 5 
licensed P&C staff members (one that is bilingual)

• TEAM:
• Matt Wyant

Rebecca Hankins
Natasha Belle-Isle
Henry Swanson
Rosa Tamayo

• Life and Financial services agent
Greg Hier

• Office manager - Brian Hall

• Marketing Rep - Libby Harbin

• PRODUCTS OFFERED:
• Home, Auto, Boat, Motorcycle,

RV, Personal Umbrellas and 
specialize in High Value homes 
with Nationwide

Private client, Chubb and 
Fireman's Fund

•

•



◊ Red Diamond Home Loans is based in Southlake, 
soon to be located in our new office building at 165 S. 
Kimball Avenue in Southlake

◊ We are a Mortgage Banking Company approved with 
FHA, VA and many national mortgage investors

◊ The company is owned and operated by Mike Porter, 
who has 30 years of mortgage Banking experience

◊ We close and fund our loans through the companies 
warehouse lines which provides  excellent service 
levels for our clients
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Red Diamond Utilizes Great
Local & National Investors
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Mike Porter - Credentials

◊ Started working in Mortgage banking over 30 years ago

◊ Worked for large banks for 26 of those years

◊ Started Red Diamond to offer the best from a variety of banks (One bank can’t do it all)

◊ Traded Mortgage Backed Securities for many years

◊ Managed Wholesale, Retail and Correspondent Sales and Operations Teams

◊ Funded billions of dollars of purchase money loans through these operations

◊ Funded a billion dollars in residential construction loans through these operations



QM vs Non-QM
What’s the story?

Presentation Overview:

 Review the past 30 years in the mortgage business (quickly!)

 Follow Fannie Mae over the years 

 Follow the changes to mortgage technology

 How did we get where we are today

 Are we doing the right things today?



The early days:  (1987 – 1997)

• Have you seen the Movie “The Big Short”? We’ll try to make sense of the 
movie

• Late 80’s there was no credit scoring (No Fico Scores)

• There was no automated underwriting system (No Fannie Mae Automated 
System)

• Debt Ratios for borrowers were 36% for total debts

• No artificial intelligence for underwriting decision making

• Very low delinquency rates and default rates for mortgages

• The first Mortgage Backed Security was developed in the early 80’s
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Artificial Intelligence: (1998 – 2000)

• 1998 – 2000 the implementation of artificial intelligence

• Artificial Intelligence in Mortgage Banking was developed when Fico scores were 
rolled out in 1989

• Fannie Mae expanded their automated underwriting system in the  90’s on an 
artificial intelligence platform

• The systems started making the credit and underwriting decisions based upon the 
inputs from their creators

• The definition of a good credit score and a bad score was established by Fico

• The goal from these underwriting decision engines was to improve consistency and 
reduce lending costs

• We will see if this was accomplished…
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The housing bubble beginning:  1998 – 2003

• 1999 The Clinton Administration pushed to expand low to moderate income housing

• 1999 Regulators gave higher ratings to banks that met their low to moderate income goals

• There was a big push by Fannie Mae to expand homeownership

• Through the use of their artificial intelligence underwriting systems Fannie Mae expanded 
homeownership rates

• Loans were being approved that would not have been approved previously.  The volume of business that 
Fannie Mae was handling jumped with these changes

• From 1998 – 2003 Franklin Raines made CEO of Fannie Mae made $90 million 

• In 2008 he paid back $25 million to settle an accounting scandal suit from his time at Fannie Mae. 

• The accounting scandal pumped up bonus income to the top executives of Fannie Mae 
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2003 - 2005 - Stories in the press:
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https://georgewbush-whitehouse.archives.gov/news/releases/2008/10/20081009-10.html



Full on Housing Bubble  (2005-2007)
• Wall Street Expanded their reach in the mortgage business with Subprime Securities

• Fannie Mae’s volume started to decline as wall street expanded

• In 2003 the New York Times wrote that Fannie Mae’s risks were greater than reported

• There was a big expansion of stated income loans even for W-2 wage earners

• No-income no asset loans were developed for self employed borrowers

• Fico scores requirements were lowered significantly for all loan types

• The Ratings Agencies (Moody’s Fitch and S&P) did not set the correct risk profile on 
mortgage backed securities

• In 2006 Subprime Loans were 20% of the mortgage market, up from 5% in 1995

• Subprime loans were priced almost as good as Fannie Mae loans
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Homeownership Rates in the US
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2006



Dodd-Frank was adopted and signed into Law July 21, 2010 right 
at the peak of the foreclosure problem.
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More from 2007 & 2008

14

https://georgewbush-whitehouse.archives.gov/news/releases/2008/10/20081009-10.html



The “Oh Sh**” moment (2007-2009)

• Housing Prices Peaked in 2006

• With declining housing prices the market started to crumble

• In December 2008 home prices had their largest decline ever

• Many say the crisis began in 2008 but housing prices were the catalyst

• In 2007 over 50 subprime lenders declare bankruptcy (25 in February ‘07 alone)

• September 17 2008 Fed Chairman Greenspan said we had a “bubble” in housing

• The US Federal Reserve lowered rates from 6.25 to 4.25 over a 4 month period

• At the end of ’07 home price and home sale declines were accelerating

• June 18, 2008 Chris Dodd announced a bailout that would assist Countrywide

• Over $3 million foreclosures in ‘08 and almost $4 million in ‘09
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Qm vs. Non-QM
what is the story?
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Who are Chris Dodd and Barney Frank?

Dodd-Frank Wall Street Reform was 
effective July 21, 2010.  

Implementation would take place in 
phases over a number of years. 



Creating the qualified mortgage 
Background on the participants
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https://tjhancock.wordpress.com/housing-bubble-
financial-crisis-detailed-comprehensive-assessment/
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https://tjhancock.wordpress.com/housing-bubble-
financial-crisis-detailed-comprehensive-assessment/



QM Stands for Qualified Mortgage:
What is a QM loan?

 Mandatory Features: 

 Points and fees less than or equal to 3% (not a big deal the way loans are handled now)

 No Risky Features like Negative Amortization, interest only, balloon loans

 Maximum loan term is less than or equal to 30 years (no 40 year terms)

 Three Main Categories of QM Loans:

 Debt to income ratios of less than or equal to 43%

 GSE Eligible:  Conventional, FHA, VA or USDA are all QM Loans Only

 Small creditors/banks can also issue QM Loans in their portfolio

 The Dodd-Frank Act changed the landscape of the mortgage industry 

 Previously the control of loan product parameters was established by the agencies, now there 
is a FEDERAL LAW that restricts their flexibility
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Additional Dodd-Frank Changes
 A PART OF THE LAW IS called the Ability to Repay was implemented to establish QM Status

 Requires documentation to be verified…no more “Stated Income”

 Final Ability to Repay rule was issued January 10, 2014

 This part of the law defined 8 criteria for underwriting approval:

 Current Income & Assets

 Current Employment Status

 Monthly Payments on Covered Transactions (Fixed Rate Payments vs. Arm 
Payments)

 Monthly Payments on Simultaneous Loan (Second Lien/piggyback Loan)

 Monthly Payments on Mortgage related obligations (taxes, Insurance and HOA)

 Other debt obligations like Alimony and Child Support

 Debt to Income Ratios (max of 43% or the Automated Underwriter System results)

 Credit History (Minimum typically 620 credit score)
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Why is it so hard to get a QM loan today?
• VERIFICATION has now been established by FEDERAL LAW:

• Must verify everything for all 8 of these criteria to maintain your QM Status

 Verify all 8 criteria for underwriting approval:

 Borrowers Current Income & Assets

 Borrowers Current Employment Status

 Borrowers Monthly Payments on Covered Transactions (Fixed Rate Payments vs. Arm 
Payments)

 Borrowers Monthly Payments on Simultaneous Loan (Second Lien/piggyback Loan)

 Borrowers Monthly Payments on Mortgage related obligations (taxes, Insurance and HOA)

 Borrowers Other debt obligations like Alimony and Child Support

 Borrowers Debt to Income Ratios (max of 43% or the Automated Underwriter System 
results)

 Borrowers Credit History (Minimum typically 620 credit score)
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What happens if a loan becomes Losses QM Eligibility?

• Non QM Loans are sold to Non QM Investors:

• The value of the loan would immediately drop by anywhere 
from 25% to 40% of the loan amount

• A $300,000 loan would drop in value by $100,000 
potentially

• There currently may not be a cure for a QM violation

• That’s why it’s so hard to get a loan these days…
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QM Program Examples:

• Let’s review some Current QM Mortgage Info and Guidelines:

◊ Conventional Conforming Loans with Fannie Mae and 
Freddie Mac,  $424,100 with a minimum credit score of 
620 

◊ FHA loans maximum loan amount is $334,650 in DFW 
with a credit score down to 620

◊ VA Loans typically cap out at $424,100 with no down 
payment and a credit score down to 620

◊ USDA Program is a QM Program (100% Financing)

◊ Small Portfolio Investors:  Many provide QM Product
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What does it take to get a QM loan today?
• Typical Documentation Requirements for a Qualified Mortgage: 

 2 Years of Employment History

 2 years of residency

 Most recent 30 days of paystubs

 2 years W-2’s

 2 Years Tax Returns for Self Employed Borrowers or commission clients

 2 Months of bank statements with funds available to cover down payment, closing costs and 
reserves. 

 Minimum credit score for the program guideline

 Debt to Income Ratio not greater than 43% (let’s talk about this further)

 Other issues:  divorce decrees, alimony, other income, net income for self employed borrowers 
(big Issue)

24



What are the strengths and weaknesses of the QM law?

• Strengths:

• Good to have a law limiting risky features– too many loose aggressive 
product development people that created high risk products

• The law will limit the downside risk in the market when property values 
decline or job losses increase

• Weaknesses:

• Borrowers with significant cash reserves cannot get any benefit from their 
cash.  

• A borrower with 70% down payment but not enough monthly income will 
not qualify for a QM loan today

• The compliance requirements are too severe as things stand now.  There 
should be the ability to cure a mistake.  The current laws are not written 
with adequate cure provisions. 
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Examples of Non QM loan programs:

◊ Loans Programs with Risky Features like Interest Only, Negative Amortization, 
expanded debt ratios

◊ Non QM Loans can be originated soon after a Bankruptcy or Foreclosure

◊ Jumbo Loans over $424,100

◊ Expat Loans : (foreign citizens living and buying in the US)

◊ Foreign National:(foreign citizens buying investment properties and second homes 
in the US)

◊ Self Employed Bank Statement Programs based upon 12 or 24 months of personal 
or business bank statements (this has replaced stated income

◊ Non Owner Occupied Programs that do not verify income fully

◊ This market is alive and well, this is the replacement for the subprime mortgage 
market
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Non-QM - Bank statement program for 
Self Employed Borrowers 

• No Tax Returns Required

• 12 and 24 month bank statements

• Designed for self Employed Borrowers

• Credit scores down to 620

• Loan to Value Ratios up to 85%

• Income is calculated off the deposits into  the bank statements

• Rates for Non QM loans will be higher than QM Loans
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Non-QM (Expat & Foreign Nationals)

Expat Loan
◊ An Expat will be someone that is moving 

their primary residence to the united 
states

◊ An Expat will have a permanent position 
and typically be employed in the u.s. by a 
u.s. company

◊ An Expat will have an acceptable 
temporary or permanent work visa

◊ No U.S. Credit Score Required

◊ Up to 80% Loan to Value to $1.5 million 
on a single family primary residence

◊ Foreign assets can be considered for 
reserve requirements (12 month reserve 
requirement typically)

◊ Social Security Number needed

Foreign National Loan
◊ Investment Properties & Second Homes are 

the typical types of loans to foreign 
Nationals

◊ A Foreign National loan is a loan to 
someone that maintains their residence 
outside of the united states

◊ Loan to Value Ratios are in the 50% to 70% 
range

◊ Full documentation is required, all income 
and asset information must be translated 
into English.

◊ International credit can be used if available

◊ Noo properties are available with lower 
LTV’s

◊ Social Security Number or ITIN acceptable
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Non QM - Asset Depletion Loans

• Asset Depletion:  what does this mean and how does it 
work?

◊ We use the borrowers assets to establish an 
income stream

◊ There is a calculator that is used that converts 
the assets to income

◊ Loan Amounts up to $3 million

◊ 75% Loan to Value to $1.5 million

◊ No Active current work history is required (No 
current job is required)

◊ Social Security Income, Pension Income, 
Brokerage Statements all can contribute to the 
income stream for qualification purposes
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The Next 30 years?

• What changes are in store for the next 30 years?
• More aggressive Non-QM will be rolled out 

• Lenders and Investors have become more comfortable with the risk profiles

• More artificial intelligence (Hopefully it will be implemented correctly)

• Additional automation around the lending process to try and make it an easier process
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Thank you
• Thanks to all of you for your patience and attention today! 

• Thanks Russell & Whitney with Chicago Title!

• Thanks Jason and Libby with the Jason Ridley Agency!
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