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Write Your Top 
Home Buying Question



Overview

• Benefits / Liabilities
• What’s in a house payment
• Rent versus buy
• Finding home values
• Can you qualify
• What lender
• Loan types
• Choosing a Realtor
• Selecting your home
• Home inspection
• Completing the purchase



Benefits/Liabilities to Ownership?
• Benefits

– Equity accumulation
– Tax benefits

• Subtract interest and taxes from
gross income, calculate the 
difference in tax liability

– Valuation
– Pride in ownership
– Do what you want, when you want to do it!

• Liabilities
– Buying and Selling Costs
– Lack of liquidity **
– Time factors in selling
– Maintenance and repairs



What’s Home Ownership Like?

• Base housing vs owning
• New homes
• Custom homes
• Used homes
• Maintenance and repairs
• Being house poor
• Unexpected costs
• Financial obligation
• Buying and selling costs

Pre Paid

Contract

Fees

EscrowSeller

Attorney

Lender

BuyerRealtor



What’s in a House Payment?
Principle: The amount your loan is paid down per month
Interest: The amount of interest you pay to the lender
Taxes: State property taxes, county taxes
Insurance: Home owner’s hazard insurance (fire, theft, \

liability, flood insurance)
Bonds: Depending on State/County/Township, fire, 

school, infrastructure
Assessments: Home Owners’ Association (HOA), membership

in community assets (health club, golf course, etc.)
PMI/MIP Insurance policy when less than 20% equity
Mortgage Amount: $385,000 P&I $2,339

Taxes 361
Insurance 95
Mello-Roos Bond Act 110
School, Fire Bonds            25 
PMI 115 Monthly Payment: $3,045



Rent versus Buy
http://www.dinkytown.net/java/MortgageRentvsBuy.html



Tracking Individual Home Values
Don’t get ripped off by paying too much!

A home is an investment – they increase and decrease in value
What did the prior owner pay?
How much have neighboring homes sold for?
What is the average price per square foot?
Are values increasing or decreasing?

Definition: Comps are the value of homes 
that have sold and closed escrow that are of 
comparable age, condition, size and in the 
same neighborhood



Do Some Research
Don’t get ripped off

http://www.zillow.com/



Qualification
• Income (Can you afford it?)

– Run your budget first
– Reduce installment/revolving debt
– Clean up your credit

• Debt
– You will have to show estimates
– Be honest

• Credit History 
www.annualcreditreport.com

Look Your Best
• Ratios (not set in stone)

– 33 front end, 38 back end ratios 
• Be ready to pay up-front costs

– appraisals, inspections, earnest money, lenders fees ,title company 
fees, and attorney fees 

http://www.dinkytown.com/java/MortgageLoan.html

http://afrc.avianoab.info/programs-finance.html
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501-700350-619Bad

701-800620-699Fair

801-900700-719Good

901-990720-850Excellent

VANTAGESCOREFICO SCORE

www.myfico.com
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What’s Your Score?



Score and Finance % Rates

http://www.myfico.com/



What Lenders Look At
Criteria For Loan Applications

Lenders consider many things in deciding whether to extend a loan. 
Not all lenders use the same factors. But there are some common 
guidelines that lenders use when evaluating loan applications: 
– Capacity - Lenders will review your employment history to determine if you

have the capacity to repay your debt obligations. How long have you been 
working at your current job? How much do you earn? What is your future 
earning potential? 

– Credit - Lenders will review your credit history, consider how much debt you 
have incurred, and how you manage your debt responsibilities. How much do 
you owe? Do you pay your monthly bills on time? Are you consistently late in 
paying bills? 

– Character - Lenders will look at how you pay your bills. They will also take 
into consideration any history of lawsuits or bankruptcies. 

– Collateral - Lenders will evaluate the value of the property, a source of 
protection for the money they lend. The lenders want a guaranty that they will 
get back the money they lend. Is the property worth the risk? What are the 
chances that the property will decrease in value? 

http://www.ginniemae.gov/



Choosing a Lender 
http://www.bankrate.com/brm/rate/mtg_home.asp

• Conventional

• Government
• Specialized

• Builder’s preferred lender
• Your bank/credit union

• Mortgage lenders
• Mortgage brokers

• Internet sources

http://www.bos.frb.org/consumer/knowbeforeyougo/mortgage/mortgage.htm



Selecting a Loan

• Conventional/conforming
– Fannie Mae, Freddie Mac
– Down payment requirement
– Private mortgage insurance (PMI)

• Government (FHA,VA, Look for State Vet Programs)
– Easier qualification
– Smaller or no down payment options
– Price limits and income restrictions



Veterans Administration Home Loans
http://www.homeloans.va.gov

Certificate of Eligibility: Submit form 26-1880 and proof of military service (from MPF) to:
Check the VA website for regional office closest to the area you plan to buy

http://www.homeloans.va.gov/rlcweb.htm
Automated Certificate of Eligibility: ACE program from lenders

VA funding fee: 

Qualified veterans could get a no down payment purchase loan 
of up to $417,000 effective January 1, 2006



• Fixed Rate Mortgage (30, 20, 15, 10)
• Adjustable Rate Mortgages (normal or negative 

amortizing)
– Index, margin, initial rate, long-term rate, max rate, annual 

adjustment cap, lifetime cap

• Interest Only Mortgages
• Hybrid or Piggyback Loans

http://www.dinkytown.com/java/MortgageLoan.html

Types of Loans



What to Watch For
• Points versus Loan Origination Fees
• Avoid Prepayment Penalties
• Avoid Balloon Payments
• Don’t Accept Negative Amortization
• Junk fees

– Processing Fee
– Administration Fee
– Courier Fees (above a reasonable amount)
– Underwriting Fee
– Overpriced credit report fee
– Funding and review fee
– Closing Fee



Choosing a Realtor®

• Real estate salesperson/agent
• Broker
• Realtor®

– Realtors are like investment brokers
Car salesman, Lawyers etc.. 

You have good ones and bad ones
http://www.fool.com/homecenter/find/find10.htm

http://www.realtor.com/Default.aspx



The FiSBO

• FSBO (For Sale By Owner)
• Nobody to protect you
• Nobody to guide you through the process
• No guarantee contracts are complete and legal
• Must know title issues, mortgage issues well
• Most FSBOs are overpriced
• Can negotiate directly with owner
• More room for negotiation
• No pressure to buy



Selecting a Home – Overview
• Know your needs
• Choose your neighborhood

• New vs. Existing

http://www.bestplaces.net/default.aspx



Selecting Your New Home
• Consider your lifestyle

• Look at your needs
• House poor

• Single story vs. multi floor
• Bedrooms, baths & office 

space

• Hobbies, garage & storage
• Lawn size & configuration



Selecting a Home – Neighborhood

• Location, location, location
http://www.realestateabc.com/homebuying/location1.htm

• Schools, shopping, transit time to work
• Economic health
• Crime
• Stability
• Property values

– Check local assessors office
home sale prices are a matter
of public record



Selecting a Home – New or Existing

• Resale
• Energy Efficiency

• Plumbing
• Sewer

• Electric (grounded)
• Construction quality

• Repairs/Maintenance



Home Inspections

• Professional inspection, depending on location 
typical range $300-$500 

• Make sure they are reputable, check local 
Better Business Bureau
– American Society of Home Inspectors (ASHI) certified

• Don’t necessarily go with the recommendation 
from the Realtor

Ten questions to ask the home inspector
http://www.hud.gov/offices/hsg/sfh/insp/inspfaq.cfm

American Society of Home Inspectors (ASHI)
http://www.ashi.org/



Home Inspections
• What they should look for

– Evaluate the physical condition: the structure, construction 
and mechanical systems. 

– Identify items that should be repaired or replaced. 
– Estimate the remaining useful life of the major systems 

(such as electrical, plumbing, heating, air conditioning 
equipment), structure and finishes Purchase Home 
Warranty

– used home/ask seller to buy

Home Inspections
http://www.pueblo.gsa.gov/cic_text/housing/inspection/home.htm

Home Inspection Cost and Home Inspection Service Questions 
http://www.ashi.org/customers/faq.asp



Completing the Purchase - Overview
• Negotiating Contract
• Surviving Escrow



Making an Offer – The Contract

• Price
• Terms

• Contingencies
• Condition

• Occupancy
• Everything is negotiable



Completing the Purchase – Escrow

• Deposit/Receipt

• Letter of Credit Worthiness
• Appraisal

• Inspection Results
• Repairs Done

• Loan Approved
• Signing

• Recordation



Summary

• Benefits / Liabilities
• What’s in a house payment
• Rent versus buy
• Finding home values
• Can you qualify
• What lender
• Loan types
• Choosing a Realtor
• Selecting your home
• Home inspection
• Completing the purchase

Pre Paid

Contract

Fees

EscrowSeller

Attorney

Lender

BuyerRealtor



Yet Another Resource

• http://extension.usu.edu/hbe/htm/lessons


