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While the buying option has become more attractive in recent years, rental costs have
risen. With fewer vacancies it should come as no surprise that rental rates are rising,
while at the same time rental options have become more limited.
When the value of real estate goes up, owners benefit from higher prices and increased
equity. Tenants, on the other hand, have no ownership interest in the units they
occupy. If values go up, it's good news for their landlords. But even if the home price
appreciation is modest, owning a home is an excellent way for families to build their
savings by paying down the mortgage loan.
Homeownership remains cheaper than renting nationally and in all of the 100 largest
metro areas. Rising mortgage rates and home prices have narrowed the gap over the
past year, though rates have recently dropped and price gains are slowing.
When considering homeownership, don’t overlook expenses like the down payment,
closing costs, mortgage interest, insurance, maintenance, association fees and property
taxes. Renters do not incur any of these costs.

Ask Yourself These Questions?
• Do you have a stable source of income that can be documented with
2 years filed tax returns?
• Do you have a two+ year employment history?
• Do you have a record for paying bills on time?
• Do you have money saved or can you get a gift for your down
payment and closing costs?
• Have the funds been seasoned for 60 days or longer in a bank
account?
• Do you have the ability to pay a mortgage payment every month, plus
additional expenses?

If you answered yes to these questions, it looks like you may be ready
to buy your dream home!

Owning a home is a big responsibility that comes with great rewards. Budgeting is
important, so plan for sudden expenses that may arise in addition to your regular monthly
expenses. Don’t forget to include all costs in your monthly budget including:
1.
2.
3.
4.

Property taxes and special assessments
Home/hazard insurance
Property maintenance
Association and membership fees (for condominiums, townhomes and some
developments)

Some of the fees mentioned above are part of your monthly mortgage payment while
others are not – be sure to ask about how these fees are to be paid.
There are several online mortgage calculators:
http://www.bankrate.com/calculators/mortgages/mortgage-calculator.aspx
http://www.zillow.com/mortgage-calculator/

About 90 days prior to applying you should review what is on your
credit file with all three credit bureaus. You can receive a free
report one time a year. Visit annualcreditreport.com to get your
free credit report.
A credit report includes information on where you live, how you
pay your bills, and whether you’ve been sued or arrested, or have
filed for bankruptcy. Nationwide consumer reporting companies
sell the information in your report to creditors, insurers,
employers, and other businesses that use it to evaluate your
applications for credit, insurance, employment, or renting a home.
Dispute any discrepancies with all three bureaus and pay down any
credit cards under 30% of the limit 90 days before you request a
mortgage loan pre-approval. Every 20 points you raise your score
could be .25% or more in interest rate savings, which could be
thousands of dollars in savings. A prime borrower has a mid score
of 680+.

Here are some of 3% Down Payment Assistance Programs (DPA) with a
FHA 96.5% First Loan Program
ACCESS FHA Loan Program
580 Minimum Fico Required
4343-47% Maximum Debt Ratio
2nd Mortgage Payment is Required @
8.25% rate on a 15 Year Fixed Amortization
Access admin fee is $350
Must meet county income limits (ex. LA County income limit is $85,680 combined household income)
Manual Underwriting Allowed
No score with Non-Traditional credit allowed
CHADAP FHA Loan Program
640 Minimum Fico Required
3% towards closing costs/pre-paid expense
Up to 43% Maximum DTI Ratio
No 2nd Mortgage Payment
DPA is Forgiven as long as they don’t refinance or sell in the first 9 years
CHDAP admin fee is $350
No min. down payment required from borrowers funds (.5% can gifted funds)
Must meet county income limits (ex. LA County income limit is $102,480 for 1-2 people in household or $119,560
for 3-4 people in household)
PLATINUM FHA Loan Program
620 Minimum Fico Required
3% towards closing costs/pre-paid expense
Up to 50% DTI
4.5% rate (no buy down available)
No 2nd mortgage payment
DPA is forgiven as long as they don’t refinance or sell in the first 9 years
No non-occupant co-borrowers allowed
No min. down payment required from borrowers funds (.5% can be gifted funds)
Must meet county income limits (ex. LA County income limit is $85,680 combined household income)

Pre-qualifying can be an easy way to determine how much you may be able to borrow. Every firsttime home buyer can benefit from the pre-approval process. It will help you identify any qualification problems
you have (such as a low credit score), and it also helps you establish parameters for your housing search. Real
estate agents won’t take you seriously until you get pre-approved by lender. Put yourself in their shoes and
you’ll understand why. They don’t want to spend a lot of their time working with a buyer who might not even
be qualified for financing. Would you? The same goes for sellers. They will take you more seriously if you’ve
been pre-approved for a mortgage loan. A pre-approval letter tells the seller that you have been screened by a
mortgage lender and will likely receive financing. Obviously, this is something the seller wants to know.
Don’t apply for a home loan until you have a budget on paper. We talked about the importance of a
housing budget in the previous section of first-time home buyer tips. You need to have a maximum monthly
budget in mind before you apply for a home loan. Here’s why… Believe it or not, it’s possible to be overapproved for a mortgage loan. This is when the lender approves you for an amount that stretches your budget
to the limit. You’ve probably heard the term “house poor” before. This is when your monthly mortgage
payment uses up so much of your income that you have little to no money left over. Nobody wants to be in this
position.
Get offers from a few lenders. First-time home buyers often go with the first lender they speak to.
This limits your ability to spot the best deal. How do you know if you’re getting the best terms if you only have
one offer? If you get offers from two or three lenders, you’ll have an easier time spotting the best deal. Firsttime home buyers need to understand that pre-approval does not guarantee financing. It is a conditional form
of approval that can be taken away just as easily as it was given. Pre-approval is helpful, and I highly
recommend that you go through the process. But you must realize that it’s not a commitment to lend. We will
talk about some of the things that can go wrong between pre-approval and final approval later in this tutorial.
When shopping for the best mortgage deal, consider small banks, local lenders and credit unions. Don’t limit
yourself to the “BIG NAMER mortgage lenders (Bank of America, Wells Fargo and Chase). We have heard
numerous stories from first-time home buyers who were turned down by a major lender, but later approved by
a smaller bank — and vice versa. So don’t limit yourself to the larger lenders. Get quotes from a range of
different banks and mortgage companies.

From the moment you decide to pursue homeownership until the day you receive the keys
to your new home, you will take part in a series of meetings and will be asked to sign many
documents. It may be intimidating, but remember to work closely with your mortgage loan
officer to ensure you understand the documents before you sign.
Most people ask a lot of questions about the legal terminology in closing documents. Don’t
be afraid to ask as many questions as you need to ensure that you clearly understand the
process and the paperwork. The documents in the mortgage process are the same for
everybody, regardless of ethnic origin, language, gender, or income. Federal law requires
that you sign English language versions of all forms as your final, legally binding contract.
Take your time reviewing and signing documents at the closing and avoid feeling rushed by
reading all the documents that will be sent to you prior to this meeting. Many first-time
home buyers feel like they’re holding the entire process up by examining the documents
closely. You should never feel this way. Take as long as you need. Do not sign anything
unless you fully understand the information it contains. This is your process. A good
escrow/settlement agent will go over each document with you to ensure you understand
them.


















2012 AVERAGE HOME PRICE IN THE U.S. WAS $220,000
HOME PRICES AND INTEREST RATES ARE AT THEIR ALL TIME LOW
MANY PEOPLE ARE UNDER THE ASSUMPTION THAT THEY NEED A LARGE DOWN PAYMENT
THERE ARE MANY LOAN PROGRAMS AND DOWN PAYMENT ASSISTANCE PROGRAMS THAT AVAILABLE
DO THE RESEARCH TO SEE WHAT LOAN PROGRAMS YOU QUALIFY FOR:
 CONVENTIONAL 3-5% DOWN
 HOME PATH 3% DOWN NO APPRAISAL OR MI
 FHA .5% WITH DPA, 3.5% DOWN, 5% DOWN WITH LOWER MI
 FHA 203K
 USDA
 VA NO MONEY DOWN
 REVERSE MORTGAGE
FHA RATES TEND TO BE LOWER THAN CONVENTIOAL TO MAKE UP FOR SOME OF THE COST OF THE PRIVATE
MORTAGE INSURANCE PREMIUMS
ON JUMBO LOANS IT USUALLY COSTS YOU LESS OVERALL TO DO A FHA LOAN WITH MI THAN A CONVENTIONAL
LOAN WITH MI (MAKE SURE TO ASK FOR A COMPARISON AND REVIEW THE TRUTH IN LENDING DISCLOSURE)
BE MODEST ON OUR 1ST HOME AND GO WITH A GREAT DEAL, CONDO, TOWNHOME OR FIXER UPPER
HOMES WITH MONTHLY HOA DUES CAN HAVE ADVANTAGES AND DISADVANTAGES (AVE HOA DUE IS ABOUT
$250 AND USUALLY COVERS EXTERIOR INSURANCE COVERAGE, MAINTENANCE OF THE YARD FRONT OF THE
UNIT, EXTERIOR MAINTENANCE SUCH AS PAINT AND ROOF)
IT IS BEST TO ALWAYS HAVE AT LEAST 2-4 MONTHS OF MORTGAGE PAYMENTS SAVED UP AS AN EMERGENCY
FUND TO PREVENT BEING LATE ON YOUR MORTGAGE OR ANY UNEXPECTED EXPENSE
HAVE YOUR DOWN PAYMENT IN THE BANK FOR 2 MONTHS OR LONGER
PAYDOWN YOUR CREDIT CARD BALANCES AND ANY COLLECTIONS LESS THAN A YEAR OLD AT LEAST 90 DAYS
BEFORE YOU APPLY FOR A LOAN
KNOW WHAT YOU CREDIT SCORE IS AND TRY TO IMPROVE IT THE SCORE THE BEST YOU CAN; EVERY 20 POINTS
YOU GAIN COULD SAVE YOU .25% ON AVERAGE WHICH AMOUNTS TO $3-4K DOLLARS IN INTEREST SAVINGS
GET PRE-APPROVED WELL IN ADVANCE BEFORE YOU START YOUR HOME SEARCH



Save Gas! Know the difference between your wants and your needs and keep track of the homes you
see that come closest to meeting your needs.



Ask your real estate agent to narrow your search by emailing you MLS listings with photos ahead of
time.



Know if it is for sale by owner, if the agent is acting as a dual agent and if it is a foreclosure, short sale
or regular sale.



Ask if there is any seller credit towards closing costs and pre-paids (up to 6%)



Concentrate on a few neighborhoods. Decide what's most important to you about the neighborhood
you want. This can greatly narrow down your search.



It is always best to make sure there is a grocery store, gas station and school close by to add value to
the home and in the future could make it easier to rent out.



Bring a spouse, family member, or friend for another opinion.



Stick to your monthly housing budget and make sure to ask if there are any HOA dues.



Consider commuting time and gas & auto maintenance costs.



Can you afford the renovations and maintenance that you may need to do?



Don't make a spur of the moment decisions.



Take pictures inside and outside the home to remember the pros & cons of each home.



Compare homes - Make sure you know what you would get and what you would miss in each house
before you make a decision



Check Online for other listings that may not show up on MLS
 www.forsalebyowner.com
 www.Zillow.com
















Start packing! Staying organized will make your move much easier. If you do your own packing, it is a
good idea to use boxes that can be easily carried. Label them with the contents and where they go in
your new home. Pack a lot of filler in boxes to protect fragile items.
Contact the local utility companies to hook up electricity, gas, and water to your new home. Contact
the phone company to hook up phone service lines and to receive your new phone number. Notify the
cable television company or satellite provider. While some providers may need as little notice as a day
to activate your services, it’s best to give them a few weeks.
Touch up paint or repaint before you move your furniture in.
Measure the door frames to be certain that larger pieces of furniture will fit.
Notify the post office of your address change and request that your mail be forwarded.
Notify your creditors, business associates, friends, employer, and child’s school or caregiver of your
new address and phone number.
Update your bank checks with your new address.
Update the address on your drivers license within 30 days of moving.
Change the locks on the doors of your new home.
You should have received a payment coupon for your first house payment at closing. Do not be
surprised if you receive a letter from the lender telling you that the loan has been sold. This is a very
common practice. The lender will tell you where to mail your payments if your loan was sold, and you
should receive a coupon booklet in the mail from the new lender, which is now your loan servicer. Even
if you don’t receive a payment coupon, you need to make your payments on time. Contact the loan
servicer for payment information. You are protected by the FTC for any late payments that may occur
during the transaction.
Your payment may increase in the future if a higher escrow balance is needed to meet rising real estate
tax or insurance costs. The loan servicer will provide a year-end interest statement and account
analysis so that you can monitor this. You will also need this information when you file your taxes to
ensure you take the appropriate deductions for the interest and real estate taxes you have paid.
Consult your tax adviser with any questions.
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