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Why is this stuff
so complicated?
One of the biggest anxieties associated with buying a new
home is the process of getting a mortgage. With what feels
like insider lingo and jargon, it’s an intimidating experience
for most people. It can take the joy out of finding the home
that you have been dreaming of.
After speaking with thousands of clients, the most common
sentiment we hear is, “I don’t even know the questions to
ask.” Mortgage lending just seems too complex to the normal
person.
So let’s make this simple.
You don’t need to be intimidated by this process. We are
going to explain some of the things that can be confusing,
but we will do it in plain language. That way you can
confidently know what you are walking into.

How much do I REALLY need
to buy a home?

This is the question that looms for those looking to buy their
first home. For peace of mind, you need clarity on two things:
#1 -how much you need for a down payment and #2 -how
much you need for closing costs.
DO I NEED TO PUT 20% DOWN?
One of the most common misconceptions people have with
regards to getting a mortgage is how much they need to put
down to purchase a home. The fear of PMI (Private Mortgage
Insurance) is enough to convince many that purchasing a
home is out of reach.
You do not need 20% down to purchase a home. In fact, there
are many practical advantages to putting down less.
UNDERSTANDING PMI
PMI is not bad. PMI allows potential homeowners to put as
little as 3% down when purchasing a home. This may be the
key to getting you into a home to build your life in.
The purpose of PMI is to ensure that lenders will be protected
when homeowners come to the table with less than 20%
down. This protection comes in the form of an additional fee
added to your monthly payment, but that isn’t as bad as it
might sound. In fact, there are many benefits.

The benefits of Private Mortgage Insurance:
• For one, it allows many people to purchase a home now rather
than waiting for years to save.
• Purchasing now means that, rather than paying down your
landlord’s mortgage, your monthly payment is paying your own.
• As home values appreciate, you will own an asset that is growing in
value.
• In the time it takes to save for a 20% down payment, you will have
significantly paid down your loan.
• PMI allows you to have funds remaining to make your house a
home. Homeowners need to keep in mind upgrades and furnishing
when they purchase a home.
• You will own your own home. The pride of ownership that comes
with your house being YOURS is just different than when you are
renting.

The cost of Private Mortgage Insurance changes depending on
how much you can put down at the time of purchase. The
more you have available to put down, the less your monthly
payment will be impacted.
For an accurate calculation, contact a mortgage lender who
can personally understand your financial standing.
The bottomline is you do NOT need 20% down to purchase
a home.

Mortgage Made Simple

WHAT DO I NEED AT CLOSING?
Nobody likes hidden fees. It is stressful to come to the end of
a long process only to be surprised by unknown costs. It can
sour an experience.
Transparency is the best policy.
The following is a breakdown of what costs you can expect at
closing:
• Appraisal: $520
• Credit Report: $70
• Title Insurance: $325
• Buyer Agency Commission: $200-$500 (varies based on real estate broker)
• County Recording Fee: $365
• Lender Fee: $700-$1,800 (Fairway Independent Mortgage $1,295)
• Other: $60

As shown here you can anticipate around $2.5k-$3.5k in
closing costs. There is very little variation when it comes to
these costs.
WHAT IN THE WORLD IS ESCROW (OR PREPAIDS)?
Escrow is another term most people don’t deal with in their
everyday lives. To understand escrow, you first need to
understand that insurance & taxes must be paid forward on
the purchase of a new property.
At closing you pay a lump sum to cover the first year of
insurance & your portion of the first year of taxes. This

usually comes out about to about 1% of the sale price of your
purchase. After this initial payment, your taxes and insurance
are divided out and bundled into your monthly payment.
The combination of the costs explained above & escrow will
give you a firm grasp of the amount you will need to have to
close on your home.

Real Life Example

Home Cost: $225k
5% Down Payment: $11,250
(You as the buyer can choose to put down more or less.)

Closing Costs: $3.3k
(This cost doesn’t vary from house to house.)

Prepaids: $2k
(Insurance & Taxes)

Total: $16.5k

(Total money needed including everything)

Pre-qualified vs. Pre-approved

In the early stages of house hunting, you quickly learn that
you need to begin a relationship with a mortgage lender in
order to make an offer on a home. You soon find that there
are all sorts of qualification levels that from the outside look
a bit convoluted.
You just want to buy a home. So let’s do a breakdown to bring
some clarity.
PRE-QUALIFIED ALLOWS YOU TO MAKE AN OFFER
The first step of qualification is the easiest. For our team,
pre-qualification is done online in about 10 minutes. We have
an online form that will ask you some basic questions
establishing your financial situation and permission to check
you credit.
Upon completion, you will be sent your pre-qualification
letter. With this in hand, you will be able to make an offer on
a home. It is important to understand what pre-qualification
is saying. Pre-qualification communicates that you have
verbally stated your financial situation, but without
verification beyond your credit score. Verification will be
important to any seller that you approach.
Considering this, it often makes sense to go a step further
and get pre-approved, especially in a market where you need
your offer to be as attractive as possible to a seller.

PRE-APPROVAL GOES A STEP FURTHER
After the pre-qualification process, one of our loan officers
will reach out to you to further the qualification process. The
goal is two-fold. First, we will verify all the financial
information by asking for things like W2’s, paycheck stubs,
and bank statements. Second, we will explain your loan
options based on the information we gather.
This is an important step in the process of purchasing a
home. A pre-approval letter is a stronger letter. It tells the
seller that your financial standing has been documented and
verified.

Our hope is that this simple document will take some of the
common fears out of the lending process. We completely
understand these are not concepts people deal with in their
day-to-day lives. Now that you understand the basics, you can
move forward with confidence.

The fact of the matter is you don’t buy a home very often, so it is easy
to get overwhelmed when it comes to the mortgage process. We are
here to guide the process and make your life easier.
With 20 years of experience & thousands of satisfied customers, you
can rely on us to handle your next home loan.
You find a home to build a life in, and we help you get the right loan.

Contact Us Today

