
Home Buying Process
Most people dream of the day that they are able to buy their own home; this can be

considered one of the biggest milestone’s in a person’s life. The process of buying a home
must be approached with caution and understanding, as it impacts your cash �ow in a

major way.

The following are things to consider when looking to
purchase a home:
 
 

Determine Affordability – Your mortgage payment, including all associated fees should not

exceed 28% of your gross income, so when thinking about how much you can afford—take this

into consideration. Also remember that 28% is not the goal, so if you are able to �nd a home that

will cost you less than 28% of your gross income, that’s a great position to be in. Also, keep in

mind and account for other monthly expenses, such as your gym membership, gas, dining out,

traveling and entertainment, to ensure that you can afford the estimated monthly mortgage

payment in addition to your lifestyle and other obligations. The last thing you want to be is “house

poor”—what fun is having a nice house when you’re unable to enjoy life and maintain your

established lifestyle?

Securing Financing – Provide your income information to prospective lenders and have your

credit reviewed, you’ll be given a pre-approval letter, which provides an estimate of how much

home you can afford and be �nanced for. Getting preapproved for a loan shows a seller that you

are serious about buying a home. The interest rate that you receive is contingent upon the

amount of the purchase price/loan amount, down payment, loan term, loan type, location and

your credit scores. The higher the credit scores—the better, most lenders will use your middle

score. The average credit score is 700, but in order to get the best interest rate, you should aim to

have a credit score of 720 or better. Would you rather pay $5.00 or $2.00 for a soda? This is the

impact credit has on your interest rate—the better the credit score, the lower the overall cost will

be.

Down Payment - There are various loan options, all of which require different down payment

amounts. Depending on which loan you choose, you may be required to put down 3%-20%--with

the average down payment being 10% of the home purchase price. For certain loans, borrowers

are required to also purchase Private Mortgage Insurance (PMI), which usually costs between

0.5%-1.0% of the total loan balance annually. In a competitive market, the buyer with the most

cash on the table will usually have their offer accepted.

Build a Winning Team - Having the right people on your team when searching for a home will

make a huge difference in how smoothly the process goes. Be sure to team up with an

experienced real estate agent that is familiar with the local market and has built strong

relationships with other local agents. The right real estate agent will also be able to refer you to a

good home inspector. When considering home inspectors, look for experience and a person that

is vested in spending as much time as it takes to �nd out everything that he/she can about your

prospective home; someone that is able to put in context the condition of the home you are

buying. When done right, the home inspection process should leave you feeling more educated

and empowered about your decision

Shop Around - Look at multiple properties and explore all of your options. Try not to make

decisions that are based purely on emotions and fall in love with any property. Real estate is a

business transaction and the time to fall in love is after you’ve closed, and you are able to make it

your own. Most people can think of a time when they made a decision based on emotions that

later resulted in regret; cooler heads prevail in real estate

Think Ahead - Whether it’s getting married, having kids, or changing careers, you must keep

future life changes in mind when deciding on the home that you’d like to purchase. Also, don’t

purchase for the life you have today. Depending on the market and the terms of your mortgage,

you may not actually pay down any real equity for at least �ve to seven years. If you aren’t sure

that the house you’re seeking to purchase is the house that you will stay in for a while, you may

want to keep looking.
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