
No matter how you slice it,
MI is a wise choice.
Especially now that
it’s tax-deductible!
Mortgage insurance (MI) has always been an easy, safe and affordable way
for homebuyers to purchase a home with less than the traditional 20%
downpayment. Now, it’s even more appealing thanks to a new federal law
that allows eligible borrowers with adjusted gross incomes up to $100,000
to deduct 100% of their 2007 borrower-paid MI premiums on their federal
tax returns*.

The law is effective for transactions closed after December 31, 2006.  MI
premiums paid between January 1 and December 31, 2007 may qualify for
tax deductibility on borrowers’ federal tax returns as follows:

Borrowers with adjusted gross incomes up to $100,000 may
deduct 100% of their 2007 MI premiums.

Deductions are phased out in 10% increments for borrowers
with adjusted gross incomes between $100,000 and $109,000.

When determining loan options that best meet your borrowers’ individual
needs, make sure to consider the following benefits of a single loan with MI
versus a piggyback loan:

MI premium payments are fixed and unaffected by rising interest rates
MI is cancellable if borrower-paid**
MI payment period is typically shorter than term of 2nd lien
Helps preserve access to future home equity
Only one loan – typically results in faster homebuying process
MI is now tax-deductible!

(01.07)

* Based on transactions closed after December 31, 2006, and MI premiums paid between January 1 and 
December 31, 2007 and allocable to 2007. Deductions are phased out in 10% increments for borrowers 
with adjusted gross incomes between $100,000 and $109,000.

** Subject to federal Homeowner’s Protection Act and applicable state law.

PMI cannot provide tax advice. Taxpayers should consult their own tax advisors concerning applicability of 
this new deduction to their particular circumstances under the Internal Revenue Code and the laws of any 
other taxing jurisdiction. This information is not intended or written to be used, and it cannot be used, for 
the purpose of avoiding U.S. federal, state or local tax penalties.
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Please see the reverse side
for a detailed comparison of loans

with standard MI coverage to
piggyback loans with closed-end second mortgages.



866.770.2464
www.pmi-us.com/tax

© 2007 PMI Mortgage Insurance Co. (01.07)

Standard MI Coverage versus Piggyback
with Closed-End Second Mortgage

Purchase Price
Downpayment
Mortgage Insurance Coverage

1st Mortgage
1st Mortgage Loan Amount
1st Mortgage Loan Term (Year)
1st Mortgage Interest Rate
1st Mortgage Monthly Payment

2nd Mortgage*
2nd Mortgage Loan Amount
2nd Mortgage Loan Term (Year)
2nd Mortgage Interest Rate
2nd Mortgage Monthly Payment

Mortgage Insurance
Premium Rate
Monthly Payment

Total Pre-Tax Monthly Payment

Federal Tax Rate

1st Mortgage Interest Deduction
2nd Mortgage Interest Deduction
Mortgage Insurance Deduction
Total Federal Tax Savings

After-Tax Monthly Payment

* Second mortgage is often adjustable even if the first mortgage is fixed. If the 
interest rate rises, the borrower’s total pre-tax monthly payment will increase.

With
MI Coverage

Piggyback with
Closed-End

2nd Mortgage

With
MI Coverage

Piggyback with
Closed-End

2nd Mortgage

With
MI Coverage

Piggyback with
Closed-End

2nd Mortgage

MI vs Piggyback 80-20
(100% Combined LTV)

MI vs Piggyback 80-15-5
(95% Combined LTV)

MI vs Piggyback 80-10-10
(90% Combined LTV)

$200,000 $200,000 $200,000 $200,000 $200,000 $200,000
$0 $0 $10,000 $10,000 $20,000 $20,000

35% 30% 25%

$200,000 $160,000 $190,000 $160,000 $180,000 $160,000
30 30 30 30 30 30

6.50% 6.50% 6.50% 6.50% 6.50% 6.50%
$1,264 $1,011 $1,201 $1,011 $1,138 $1,011

$40,000 $30,000 $20,000
15 15 15

8.75% 8.75% 8.75%
$400 $300 $200

0.96% 0.78% 0.52%
$160 $124 $78

$1,424 $1,411 $1,325 $1,311 $1,216 $1,211

25% 25% 25% 25% 25% 25%

$269 $216 $256 $216 $243 $216
$0 $72 $0 $54 $0 $36

$40 $0 $31 $0 $20 $0
$309 $288 $287 $270 $263 $252

$1,115 $1,123 $1,038 $1,041 $953 $959
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