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Iit's QUESTION TIME !!

Write Your Top
Home Buying Question



Overview

Benefits / Liabilities
What's in a house paymen -
Rent versus buy

Finding home values
Can you qualify

What lender

Loan types

Choosing a Realtor
Selecting your home
Home inspection
Completing the purchase
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Benefits/Liabilities to Ownership

e 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!
e Liabilities

— Buying and Selling Costs

— Lack of liquidity **

— Time factors in selling

— Maintenance and repairs




What's Home Ownership Like?

‘)

e Base housing vs owning

« New homes

e Custom homes

 Used homes

e Maintenance and repairs F
 Being house poor
e Unexpected costs
* Financial obligation




What's in a House Payment?

Principle: The amount your loan is paid down pentho

Interest: The amount of interest you pay to theléen

Taxes: State property taxes, county taxes

Insurance: Home owner’s hazard insurance (firdt,the
liability, flood insurance)

Bonds: Depending on State/County/Township, fire,

school, infrastructure
Assessments: Home Owners’ Association (HOA), memigersh
In community assets (health club, golf course) etc.

PMI/MIP Insurance policy when less than 20% equity
Mortgage Amount:  $385,000 P&l $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. htm

0 Rent vs. Buy
WJ-.
Price of home: | $100 000 Cash on hand: | $10 000
Interest rate: (& 290% Term : | 30 years T
FProperty t== rate: | 1.000%%: = &1 000 Home insurance rate: |0,.500%: = $500.00
Loan originaton: | 1.000%: = R25. 55 Paoints paid: |(1.00 = P25 55
Cither closing costs: | &S00 Assoc. & mantenance fees: (0 per month
Morngage amount: $22 653 Total monthly payment: $734.09
Monthly rent paymnent: | a0 After-t== investrnent return: | 7.00%%
Income ta= rate: | 25.00% E=pected inflation: |5 10%%
Home appreciates at: | S.00%%: Future sales commission: | F.00%%
Chart selection: Monthly Payment Breakdown
-:f}} kM onthly paym ent brealsdown
; HwEOO - O Rent payment $7 50
() Projected monthly payments B House payment $754
) Home equity ws. investment =EHEly O Initial tac< savings $140 o
i O Initial principal payment =
() Use of cash on hand 500 M MNet house payment $894
Other options: Fa=00
[ ] Limit downpayment to 203 $400 -
(%) Show schedule b ar
~ ¥ ye $E00 -
{1 Showe schedule by month
$F200
F100
d0 -

Should you rent or should you buy your home? It takes mare than looking at your mortgage payment to answer this question. This calculator helps you weed through the fees, taxes, and monthly
payments to help you make a decision between these two options. This report is based on the original purchase price, fees and taxes payable at that time. Insurance and tax costs can fluctuate from
year to year. Click the "View Report” button for a detailed look at the results.



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

A home is an investment — they increase and decreasdue
What did the prior owner pay?

How much have neighboring homes sold for?
What is the average price per square fooi
Are values increasing or decreasing?
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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

7= Zillow.com”

Welcome! Sign In or Register
Your Edge in Real Estate

Map & Search “ﬁlﬁ;rtgage Real Estate Guide Discussions My Zillow T e
Find homes: (15459 west sunvise drve | [secdyesr Az, a3338 =
4 Back to Search Results US ¥ Arizona ** Goodvear Real Estate Wiews: 22 ad
ek 18459 W Sunrise Dr coodyear a7z 35338
Photos

-- beds, 2.75 baths, 2,424 =g ft

Home Info Zestimate®: $202,500 2
Zestimate & Charts

My Estimate: [create
Home Q&A

S = 4 Is this home for sale? Tell us it's for sale
Bird's Eye View & Map
Tools

Home Info
4 Tell us it's for sale

18459 West Sunrise Drive, Goodyear, AZ
4 Set Make Me Move

Public Facts: Neighborhood & School:
# Edit heme info & Single family Meighborhood: --
{ s 2.75 bath School District: --

<, Claim your home
- s 2,424 sqft

M this h N LCt. .r,IEBD = How this home stacks up
Q =P fs eme e fBoilt i1 ooy This home $ per =g ft: $120

Comps avg $ per sq ft: 5138
S ~ ¥ See all home info How to use these comps

[ < ] Create an estimate

¥ Edit home info

P Save as favorite Comparable Homes

Ask a guestion

4}'& Get Home Report Recent comparable sales

(=] Send to a friend ] fBD-l‘—dBBD]'-v{'ll‘ajci?z?ls‘;tSLSljag
: Charts & Data 10200 VW Monell ot
@ Print page

ZESTIMATE®: $292,500 (2 © Sold 03/10/2008: $410,000
18349 W Piedmont Rd # 60

Value Range: $236,925 - $318,825

. ©r Sold 03/07/2008: $320,000
30-day change: -$10,000 iy HeEn =

500k - 18411 W Verdin Rd
Services for this Home Fe 28k - et 6/ 20 @ Sold 02/29/2008: $369,990
g Last sale and tax info 18487 W Desert View Ln
Sold 02/01/2006: $355
$300k -

L=
2006 Property Tax: 41,7 See all comparable homes

72 Zillow.com ¥ Refine Comparables
$202k 4 o 2 P See all charts & data

| 1
Janod Janlg Jan0s

The Part Cent
e Partner Center Nearby search results

Home Ownership

L Are you the owner? As the owner, you can: [ 4] 2"“
? Claim your home » Set a Make Me Move™ price —l ?

» Edit your home facts » Create your own estimate

E

http://www.zillow.com/




e Credit History

Look Your Best

Qualification

Income(Can you afford it?)
— Run your budget first _
— Reduce installment/revolving deb
— Clean up your credit

Debt

— You will have to show estimates
— Be honest

fmhigwi(me  Personal Financial Management Program
g

|| == Individual Financial Plan

Hame

:Date of Separation
| Ciffice Syrabol
|Family Zize Including Ivlember

Fank

Date of Femlistment

Dty Phone

Spouse's Mare

www.annualcreditreport.com

Ratios(not set in stone)
— 33 front end, 38 back end ratios

Surplus or (Deficit)
Dehi Eepay to Net Income Eato

Hore &ddress Mext Pay Increase
City, State and Zip Code
|Supervisor's Mare Dty Phone
| Unit Coreanander Dty Phone
|Counselor Dty Phone
Personal Budget Summary Income
| Service [ncore
|Total Income Bage Pay
|Total Expenses BAS
Total Deht Sexvice

SpecialHazard Pay

* Be ready to pay up-front costs
— appraisals, inspections, earnest money, lendess tide company

fees, and attorney fees

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

http://afrc.avianoab.info/programs-finance.html




Score Break Down

' At
10%
0
35% 10%
30% 15%

Source: Fair, Isaac



What's Your Score~

L.

www.myfico.com e
FICO SCORE VANTAGESCORE
Excellent 720-850 901-990
Good /700-719 801-900
Fair 620-699 701-800
Bad 350-619 501-700
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Score and Finance % Rates

Good credit scores About
Save you money FICO® =cores

my FICO® i= the industny's
mo=t trusted =ource

The higher your FICO® credit score, the lower your payments!
See for yourself. Interest rates accurate as of May 2, 2008:
20 ¥r fixed mortgage

15 % r home equity loan 35 month auto loan

FICOE score APR 7 Monthly payment
f60-850 0. 648% 31,731
F00-759 2.870% 31,774
GE60-699 G.154% 51,828
G620-659 G.964% 31,8989
280-619 9. 312% 52,482
500-579 10.276% 52,694

Location Loan amount
Mational Avg. * | |5300,000 Recalculate |

http://www.myfico.com/




Criteria For Loan Applications

Lenders consider many things in deciding whethe&xtend a loan.
Not all lenders use the same factors. But thers@me common
guidelines that lenders use when evaluating lo@hcgtions:

Capacity - Lenders will review your employment history to eenine if you
have the capacity to repay your debt obligatior®syitbng have you been
working at your current job? How much do you eaniat is your future
earning potential?

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

Character - Lenders will look at how you pay your bills. Theyll also take
Into consideration any history of lawsuits or banicies.

Collateral - Lenders will evaluate the value of the propertgparce of
protection for the money they lend. The lenderstaaguaranty that they will
get back the money they lend. Is the property wibrthrisk? What are the
chances that the property will decrease in value?

http://www.ginniemae.qgov/




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 & TanmisMas
Internet sources

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




Selecting a Loan
= 9 =
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e Conventional/conforming
— Fannie Mae, Freddie Mac
— Down payment requirement
— Private mortgage insurance (PMI)

« Government (FHA,VALook for State Vet Program Freddie
— Easier qualification Mac
— Smaller or no down payment options —
— Price limits and income restrictions

"’ﬂ FannieMae
e FOUNDATTON



Veterans Administration Home Loans

http://www.homeloans.va.gov

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

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

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

VA funding fee:

Tvpe of ![}mrn FPavment First Timme | Subsequent Use
Veteran Use for loans from
1’1704 to 9/30/2011
Eegular ITone 2. 15%0 450 *
Idalitary 5% or more (up to 10%0) 1.50% 1.50%q
10%0 or more 1.25% 1.25%




Types of Loans

Fixed Rate Mortgage (30, 20, 15, 10)

Adjustable Rate Mortgages (normal or negati
amortizing)

— Index, margin, initial rate, long-term rate, maxe;, annual
adjustment cap, lifetime cap

Interest Only Mortgages
Hybrid or Piggyback Loans

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




What to Watch For

Pomts versus Loan Orlglnatlon Fees




Choosing a Realtér

 Real estate salesperson/agent E
» Broker

e RealtoP
— Realtors are like investment brokers=—
Car salesman, Lawyers etc..

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




The FISBO

Must know title issues, mc
e Most FSBOs are overpric'
e Can negotiate directly with
e More room for negotiation
 No pressure to buy



Selecting a Home — Overview

Know your needs
e Choose your neighborhood
New vs. Existing




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

e | ocation, location, location
http://www.realestateabc.com/homebuying/locatiotmi.h

e Schools, shopping, transit time to work
e Economic health

e Crime

o Stability

e Property values
— Check local assessors office
home sale prices are a matter
of public record




Selecting a Home — New or EXxisting

 Resale

 Energy Efficiency

* Plumbing

e Sewer

* Electric (grounded)

e Construction guality
 Repairs/Maintenance



Home Inspections

* Professional insBection, depending on I0Cation
typical range $300-$500

 Make sure they are reputable, check local
Better Business Bureau

— American Society of Home Inspectors (ASHI) cestfi

 Don’t necessarily go with the recommendation
from the Realtor

Ten questions to ask the home inspector
http.//www.hud.qgov/offices/hsg/sfh/insp/inspfag.cfm
American Society of Home Inspectors (ASHI)

http://www.ashi.org/




Home Inspections
 \What they should look for

— Evaluate the physical condition: the structure&staiction
and mechanical systems.

— ldentify items that should be repaired or replaced

— Estimate the remaining useful life of the majostens
(such as electrical, plumbing, heating, air condimng
equipment), structure and finishes Purchase Home
Warranty

— used home/ask seller to buy

Home Inspections
http://www.pueblo.gsa.gov/cic_text/housing/inspaatinome.htm
Home Inspection Cost and Home Inspection Servioesans

http://www.ashi.org/customers/fag.asp




Completing the Purchase - Overview

* Negotiating Contract
e Surviving Escrow

—
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Making an Offer — The Contract

Price

Terms

Contingencies
Condition

Occupancy

Everything is negotiable



Completing the Purchase — Escrow

Deposit/Recelpt

Letter of Credit Worthiness
Appraisal

e |Inspection Results
 Repairs Done

e Loan Approved

Signing

Recordation




Summary
2N

Benefits / Liablilities
What's in a house payment
Rent versus buy

Finding home values

Can you qualify ( ) ( }
What lender © () Lender ,’( C-
Loan types YRERTAN NS |
Choosing a Realtor S l/ - Prf Pl
Selecting your home )| , (
Home inspection womey (| -

Completing the purchase ( ( § (



A Al e
E\ . )Yet Another Resourc, |
S

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

mﬂ

Happy House Hunting



