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It was a year of firsts: In 2015, Kris-
tian and Michele Klein welcomed
their first child and bought their
first home — a four-bedroom Cape
Cod in Glen Head, N.Y.

But instead of making a 20 per-
cent down payment — the magic
amount often needed to avoid mort-
gage insurance — they put down 10
percent on their $685,000 house. Yet
they managed to circumvent the
insurance, saving more than $250 a
month.

How did they do it? They took out
one loan equal to 80 percent of the
purchase price, and another loan for
10 percent — something traditional-
ly called a piggyback loan.

With home prices on the rise,
coming up with 20 percent can seem
daunting for prospective homeown-
ers. Last year, 1.9 million borrow-
ers put down less than 20 percent,
according to an analysis by Inside
Mortgage Finance.

Although most lenders require
mortgage insurance on loans with
smaller down payments to compen-
sate for their extra risk, several do
not. A few new programs have be-
come available, while some older
strategies have been resurrected.
All allow borrowers to avoid the
added monthly expense of insur-
ance, which generally costs from
0.3 percent to more than 1 percent
of the loan amount annually. But
borrowers may pay a slightly high-
er interest rate. Avoiding mortgage
insurance won’t always be possible.
But the good news is that prospec-
tive home buyers have options.

The Kleins said that having the
extra cash on hand gave them a
stronger sense of security, particu-
larly with a baby.

“We would have some more wig-

gle room as opposed to giving and
using all of your savings for the
home,” said Mr. Klein, 34.

The 20 percent down payment
requirement is etched into the char-
ters of both Fannie Mae and Freddie
Mac, which back or buy most mort-
gages in the United States up to
$417,000 (or $625,500 in higher-cost
areas). Home buyers who want to
borrow more than 80 percent need
to buy insurance to protect the
agencies, or another party must
provide it for them.

Most commonly, the borrower
pays the insurance in the form of a
monthly premium. Mortgages from
the Federal Housing Administration
continue to charge insurance for the
life of the loan.

Alternatively, lenders may pay
for the insurance, though that gen-

erally raises interest rates for the
borrowers — perhaps by 0.375 to
0.5 percentage points, loan officers
said, depending on the borrowers’
credit history, down payment and
other factors. The downside is that
the higher rate is for the life of the
loan.

A new program from Bank of
America, in partnership with Fred-
die Mac and a group called Self-
Help, avoids the insurance alto-
gether, even though it permits down
payments as low as 3 percent. But
there are limitations on income, and
the mortgage amount cannot ex-
ceed $417,000.

At the opposite end of the spec-
trum is Social Finance, the lender
known as SoFi. Eligible home buy-
ers can put down as little as 10 per-
cent on amounts of up to $3 million

— without mortgage insurance —
though those loans will command a
slightly higher interest rate.

The thousands of credit unions
across the country have a little
more leeway in offering low-down-
payment loans without insurance,
largely because they retain their
loans.

“They can listen to the story of
the borrower,” said Bill Hampel of
the Credit Union National Associa-
tion. “That doesn’t mean they make
riskier loans.”

SoFi factors its costs into one in-
terest rate and uses nontraditional
means to vet borrowers, forgoing
credit scores. It reviews prospec-
tive borrowers’ debt load in relation
to their ability to pay the debt under
consideration. SoFi likes to see at
least $1,500 left over each month

after all debts, including the mort-
gage, are paid.

“We don’t focus so much on ratios
as we do dollars of cushion,” said
Mike Tannenbaum, who oversees
SoFi’s mortgage business. “We un-
derwrite mainly on free cash flow.”

Nicole Armstrong and her hus-
band recently bought a three-bed-
room home in a costly market just
outside San Francisco.

Although they have two healthy
incomes, a good portion of their as-
sets is locked up in privately held
companies. But SoFi let the family
make a down payment of 15 percent
and charged a competitive interest
rate of 3.75 percent.

“It allowed us to put a little less
down compared to what the market
trend was,” she said. “And we didn’t
need mortgage insurance.”
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Expanding Options
Home prices are on the rise in
many parts of the country. Although
most lenders require mortgage
insurance on loans with smaller
down payments, there are other
financing options.

1.9 million
The number of United States home
buyers who provide a down payment
below 20 percent, equal to about 65
percent of all home buyers.

$417,000
Mortgage cost limit for a new program
from Bank of America in partnership
with Freddie Mac and Self-Help. The
program allows certain home buyers
to avoid mortgage insurance and
permits down payments as low as 3
percent.

$3,000,000
Mortgage cost limit for Social Finance,
or SoFi, a lender that allows eligible
home buyers to put down as little
as 10 percent without mortgage
insurance, although interest rates are
slightly higher.
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BIG MOVES Michele and Kristian Klein put down 10 percent on their $685,000 house and did not have to pay mortgage
insurance. Banks, credit unions and alternative lenders are providing prospective homeowners with more options.
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New mortgage programs
do not require a 20
percent down payment.

Coverage for illness can
be combined with life
insurance.

Q & A

¶ What is the deadline for
making a 2015 contribution to
a health savings account?
You can make contributions
until the April tax filing dead-
line, said Jonathan Horn of the
American Institute of Certified
Public Accountants.

¶ Can I still make a 2015
contribution to a 529 college
savings account?
Contributions to 529 plans are
not deductible for federal tax
purposes, but 33 states and
the District of Columbia allow
a state tax deduction. Most
states set a Dec. 31 deadline
for 529 plan contributions, al-
though a handful have April fil-
ing deadlines. In other states,
the contribution will apply for
2016.

Easing the Burden of Buying a Home

Still Time
To Reduce
Tax Bills

Long-Term Care
In a Hybrid Policy

The Benefits of Getting an Icy Start to Your Day

Consider long-term care coverage
in your wealth management plan
for a good reason. If you need to
go to a nursing home, it can cost
more than $90,000 a year for a pri-
vate room, according to a survey by
Genworth Financial, an insurance
company. The costs can deplete
your estate.

The financial impact of prolonged
long-term care expenses concerned
Brian Cassell, 55, a veterinarian
in Denver, and his wife, Linda. Al-
though they had looked at several
policies, they didn’t like them be-
cause they were expensive and
the premiums could rise. Working
with financial planners, the Cassells
looked at a new option, hybrid poli-
cies that package coverage for long-
term care with a universal life insur-
ance policy or a fixed annuity. Such
products can be tapped for reasons
other than long-term care and may
be passed on to heirs.

The Cassells decided on a uni-
versal life policy that included
long-term care coverage. They paid
a $97,000 lump sum with a fixed
$4,800 annual premium. Unlike con-
ventional policies, theirs allowed
them to tap into all the money paid
in after seven years for any reason.
The money grows with interest and
is invested.

Sales of such hybrid or combina-
tion products have more than dou-
bled since 2008 to more than $2.4
billion last year, according to Lim-
ra, an insurance industry research
group. In comparison, annual sales
total $300 million in stand-alone pol-
icies for long-term care, which are
sold by only 16 insurers as compa-
nies face higher costs and drop out
of the market.

A hybrid policy for long-term care
works by keeping a certain amount
of cash within the policy. The cash
can later be used to pay for long-
term care benefits. For a hybrid life

plan, for example, you may pay a
single premium of $100,000 and be
entitled to $400,000 in payments for
long-term care after a certain peri-
od. A penalty is imposed if the mon-
ey is withdrawn during that period.

Kevin Couper, a certified finan-
cial planner with Sontag Advisory
in New York, says he recommends
hybrid policies for clients with $3
million to $4 million in total assets.
Once you pay into a policy, the in-
surance company will be holding
and managing the money, and it
may be difficult to get it out in the
short term because of fees.

Kristi Sullivan, a certified finan-
cial planner in Denver, said clients
with $500,000 to $2 million in assets
should consider the policies. Above
those thresholds, it’s possible to
self-insure, or cover the costs out
of pocket. Below that range, clients
could spend down their assets to
eventually qualify for Medicaid.

Hybrid long-term care plans can
become complicated and, given
their varying features, it is hard to
compare their value with tradition-
al long-term care coverage. And you
can be denied coverage — a differ-
ence from standard health insur-
ance. Insurers will carefully review
your medical history for chronic
diseases like diabetes and acute
events like strokes. Such so-called
health underwriting is an obstacle
for those who may need long-term
care insurance the most, particular-
ly those with a family history of de-
mentia or Alzheimer’s disease.

Before deciding on a hybrid poli-
cy, you’ll need to consider: Do you
need monthly income? If so, you
should lean toward an annuity. Does
a spouse or partner need coverage?
Do you need a death benefit for sur-
vivors? How long must you wait for
access to the money in the policy?

Many insurance products may
have riders that provide features
like accelerated benefits, which al-
low policyholders to tap the cash in
the policy before death, or coverage
for chronic ailments. But you will
certainly pay more for policies with
riders than for conventional stand-
alone life or annuity products.

When surveying the policies,
work with a fee-only financial plan-
ner who doesn’t make a commis-
sion on selling the plans. You want
objective advice and need to know
how such a policy will fit into your
overall financial or estate plan — or
if you need it at all.

YOUR MONEY
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There’s still time to make contribu-
tions to tax-favored accounts that
may help reduce your tax bill.

Contributions for the 2015 tax
year can be made to individual re-
tirement accounts until April 18 in
most states, and a day later in Mas-
sachusetts and Maine. Those under
50 can contribute up to $5,500 to a
traditional Individual Retirement
Account; the limit rises to $6,500 for
those 50 or older.

Whether the contribution is
tax-deductible depends on your
income and whether you have a
retirement plan through your em-
ployer. A single person with no
workplace retirement plan can take
the full deduction. But those who
are single with an employer plan
may take the full deduction only if
they make $61,000 a year or less.
Those earning $61,000 to $71,000
can take a partial deduction. No de-
duction is available for those mak-
ing more than $71,000.

You can also make a 2015 con-
tribution to a Roth I.R.A., if you
qualify, until the tax filing deadline.
But contributions to a Roth are not
tax-deductible.

For those who are self-employed,
the Simplified Employee Pension
I.R.A. can offer a significant tax de-
duction, said Stephen W. DeFilippis,
a tax preparer in Wheaton, Ill. The
money can be contributed as late as
the extended tax deadline, Oct. 17.
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SKETCH GUY
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It’s 6 a.m. in Park City, Utah. I’m in
the shower. I go through all the typi-
cal shower rituals until I’m ready to
get out. I grab the handle for the wa-
ter, pause, take a deep breath, then
turn it to all-the-way cold. Then I
stand there shivering for two min-
utes.

It’s the 23rd day in a row that
I’ve done this. I’ve known about
the benefits of taking cold show-
ers for a long time — weight loss
stimulation, increased circulation
and stress reduction. Taking a cold
shower may even serve as a poten-
tial antidepressant, according to a
2008 study by the National Insti-
tutes of Health.

But the thing that most draws me
to the cold water is also the thing
that most repels me: It’s really hard

to do.
Both from the scientific work I’ve

read and from my own experience,
I know it will be beneficial. I even
know that I’ll be glad I did it right
afterward. And yet, there is still this
daunting gap between knowing I
should take the cold shower and ac-
tually doing it.

And that, in a nut-
shell, is the biggest
reason to do it. It re-
minds me a little bit
of that Mark Twain
saying, “Eat a live frog
first thing in the morn-
ing, and nothing worse
will happen to you the
rest of the day.” I’m not
suggesting that tak-
ing a cold shower in
the morning will make
sticking to your budget
in the afternoon trivial
by comparison.

The point is that starting your
morning by tackling challenges
head-on will help encourage similar
behavior throughout the day. And,
it turns out, a wealth of research
backs up this idea as well. People
who do hard things first tend to pro-
crastinate less and get more done,
according to Brian Tracy’s book,

“Eat That Frog.”
As the Florida State University

psychology researcher Roy Bau-
meister, a leading expert on will-
power, said, “The longer people
have been awake, the more self-con-
trol problems happen.”

In other words, if you wait until
the evening to take your cold show-
er, there’s a greater chance you just
won’t do it. Not to mention that it
nullifies the whole idea of getting
your day started on the right foot.

The world is full of hard and scary
things. We are at our best when we
can tackle them bravely and confi-
dently, not when we are accustomed
to shying away. Set your alarm for
two minutes earlier, get in the show-
er and before you turn it off, put it
on cold.

Think of it, quite literally, as step-
ping out of your comfort zone. It
may be really hard, but just remem-
ber that most good things are.


