
Private Mortgage Insurance:
Definition & Types
What is Private Mortgage Insurance?
Private Mortgage Insurance provides protection for the lenders if the buyer 
defaults on their loan. This type of insurance does not always last the lifetime of 
the loan and can be eliminated, overtime, as the buyer pays down their mortgage.

When is it required?
Private Mortgage Insurance is required when a homebuyer puts down less than 
20% for their down payment. 

What are the 5 Types of PMI?
1. Borrower-Paid Mortgage Insurance. This type of insurance is 
required until you have 22% equity in your home based on the 
purchase price or appraised value when you take out your loan.

2. Single-Premium Mortgage Insurance. This type of insurance 
is paid by the borrower upfront, in one lump sum. This can be 
done at closing or �nanced into your mortgage. Because of this, 
there is NO monthly PMI payment at all, and this could help you 
qualify for a higher loan amount.

3. Lender-Paid Mortgage Insurance. Lender-paid mortgage 
insurance means your lender pays your mortgage insurance 
premium. In this case, you will end up paying for it over the life of 
the loan, but with a slightly higher interest rate. One bene�t of this 
type of insurance is that, though you will pay a higher interest rate, 
your monthly payments could still be lower than making monthly 
PMI payments, which means you could qualify to borrow more.

4. Split-Premium Mortgage Insurance. A hybrid of BPMI and 
SPMI, split-premium mortgage insurance requires borrowers to 
pay part upfront in a lump sum at closing and part monthly. This is 
perfect for borrowers with a high debt-to-income ratio who could 
bene�t from lower monthly payments.

5. Federal Home Loan Mortgage Program. FHA Mortgage 
insurance is only used with loans written by the Federal Housing 
Administration and is required for all FHA loans, regardless of the 
amount you put towards your down payment.

To learn more about PMI and
the bene�ts of each, contact me today!
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