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House of howard

Owning your own home is fantastic. This is your castle, your place. And one of the biggest advantages of home ownership is that you can create wealth for yourself. But you scratch your head wondering exactly how to buy a house? After years of providing advice to home buyers, money expert Clark Howard and clark staff come up with
an easy-to-understand process. 9 steps to buying a new home Let's face it: Buying a house can be tricky whether you're buying an experienced home or for the first time, and there are a lot of mistakes you'll want to avoid. In this article, we take a look at the process of buying a house step by step. Table of Contents 1. Getting your
finances okay to own a home is probably the biggest financial move you'll ever make in your life. But before you can start the process, you have some homework to do. Within this first step, there are four main issues we need to tackle: Save for a down payment and build an emergency fund ideally, you should aim to have a down payment
worth 20% of the purchase price of the type of home you want to buy. But if you can't come up with that amount, there are other options. For example, the Federal Housing Administration's (FHA) lending program requires only a 3.5% down payment of the purchase price. The drawbacks to sniping it down a bit is that you're usually locked
into a lifetime mortgage insurance premium (MIP) of the loan. MIP protects the FHA in case you default. Contrast this with putting less than 20% down on a conventional loan. You'll pay private mortgage insurance (PMI) — which protects the lender just like MIP — but the purchasing managers' index can be thrown away when the loan-to-
value ratio reaches 80%. Either way, it's best to avoid an MIP or PMI by coming up with a 20% down payment! Start by looking at the home buying timeline to help you do the math. If you have 24 months until you're likely to buy a house, try assessing what 20% will look like and split it by 24. For example, if you plan to buy a house for
$200,000, 20% down will be $40,000. That's a pretty big chunk of cash. Divided by 24, you'll need to save about $1,666 a month if you want to avoid a PMI. Here are some more examples: Purchase price of the 12-month home timeline to build a 20% down payment 24 months timeline 36 months timeline $150,000 You must save $2,500
per month save $1,250/month save $833/month $250,000 $4,000 $4,000 $4,000 $4,000 4,000 $4,000 $4,000 $4,000 166/month $2,083/month $1,388/month $350,000 $5,833/month $2,916/month $1,944/month The money you build for a down payment is best saved in a safe parking space like an online savings account or CD. In
addition to saving for a down payment, you also want to build an emergency fund when you're getting ready to buy a home. The costs of buying a home go beyond taking out a mortgage. When you have a home, no landlord to call when you need to Water heater or you need a new HVAC system. So, you have to be prepared for these
expenses by building money a rainy day. You want to keep this liquid in cash so you can access it at a moment's notice. That's why it's best stored in an online savings account. Another part of your homework is withdrawing your annual credit reports. You should also check (and, if necessary, rehabilitate) your credit score. Checking your
credit reports you can withdraw a free copy of your credit reports AnnualCreditReport.com. Be sure to check the Equifax, Experian, and TransUnion reports. Go over the reports thoroughly. You're looking for two things in particular: errors you'll need to dispute the unpaid collection you'll have to pay related to: how to get free credit report
errors should take 30 days to fix once you inform the bureau and the creditor of their mistake. But in practice, the process can take up to three or four months. That's why you need to start this step at least four to six months before you're really ready to apply for a mortgage loan. Here's our guide to the dispute over an error in your credit
report. Unpaid collections you want to make sure there is no surprising delinquency affecting your credit. If there are, many times they will be small bills that you have simply forgotten about or lost in the mail. Get these things paid for as soon as possible before you apply for a mortgage. Now that you've referred to your credit profile, you
need to start tracking your credit score - continually. This will ensure he continues to maintain stability or even improves as you get closer to applying for a mortgage loan. CreditKarma.com CreditSesame.com are some sites Clark likes that will allow you to check your credit scores for free. They both train you on how to raise your scoring
over time, and they're very sophisticated with how they do it, says Clark. So if the goal is to get lower interest rates, start working on it nine months ago with these sites. You should be able to see a significant impact on your score so many months out. We have comprehensive guides on CreditCarma here and CreditSom here. Related:
What credit score do you need to buy a house? Pay off your debt-income ratio Your debt-to-income ratio is a financial term used in mortgages and other related industries to determine how much risk you are as a whole. The debt-to-income index is basically a measuring stick where the lender can decide if you're making enough money to
cover your future mortgage debt. Your debt-to-income ratio is calculated by dividing all the money you owe each month (credit card bills, other monthly bills, student loans, other monthly debts, etc.) based on your monthly income. According to the Consumer Protection Authority, lenders don't want to see this ratio above 43%: you want it to
be As low as possible. To reduce your debt-to-income ratio, you'll need to pay off debts such as credit cards, car notes and other personal loans. Collecting your paperwork applying for a mortgage means a lot of paperwork. Your lender may ask you several times to send the same paperwork. You want to be sure you have it useful to fulfill
the requests. At the very least, you'll want to collect the following documents and prepare them: two current pay slips two to three months of the last two bank accounts in the last two years of tax returns 2. Getting pre-approval for a mortgage getting pre-approved for a mortgage is in-depth and typically includes three steps. First, the
lender digs through all your financial documents, then there's a credit check, and if all goes well, you'll get conditional approval to buy a house up to a certain price at an initial interest rate. It's a critical step in learning how to buy a house. In this section, we're going to take a look at four key pieces of information: look at non-bank lenders
for pre-approval and Clark says there are any number of places you can get pre-approved when you start buying a house. But there's one place he never wants you to get that letter -- in a big bank! What has changed over the years is that banks today are highly uncompetitive in the mortgage market, he notes. All the action is credit
unions and non-bank lenders like Rocket Mortgages or Quicken Loans. As a rule, credit unions will offer the lowest rates. But Clark is quick to remind people that not all credit unions are equal. So you've got to make sure you're satisfied with the level of customer service in a credit union before you take your mortgage business there.
Fortunately, you're not locked in to make a loan with the lender that approves you in advance. So it gives you time to shop around a little longer if you decide you don't like the lender for any reason. Shopping with a mortgage broker Another type of non-bank lender you might want to consider is a mortgage broker. A mortgage broker is
basically a salesperson who stores your mortgage application to multiple lenders on your behalf. The benefits of using a mortgage broker include the fact that they can buy unusual loan situations for lenders. It could be, for example, self-employed whose annual income varies. Behind the scenes, a mortgage broker tells lenders, 'Look, I
know this client doesn't fit your typical client profile, but here's why I think they fit your portfolio...'. Clark says. They basically offer your loan to different people and market you as a fur. If you're interested in working with a mortgage broker, get a referral from your real estate agent. You can also ask friends and family who have gone through
the home purchase process if they turn you into one. 90% of Clark's total mortgages are odds Be pre-approved for a higher house purchase price than would make sense for you. It's up to you to think through what it translates into as a reasonable monthly fee. Don't forget to add monthly taxes and insurance to this amount, along with
possible repairs and maintenance that you wouldn't have to pay if you rented. This has led Clarke over the years to invent his mortgage law by 90%: when it comes to a mortgage, you have to step back by 10% of what your lender says you're entitled to, he says. Start by seeing what you're entitled to on a traditional 30-year fixed-rate loan.
Then back off and go shopping for 90% of that dollar. Here are some examples: Clark's pre-approval amount of 90% cap included $150,000 $135,000 $200,000 $180,000 $250,000 $300,000 $270,000 by following this rule, You will help create more financial breathing room in your life, Clark says. The expenditure of housing is like a
rubber band — stretch it too far and it will break. Stay 90% or lower and your wallet will smile. Clark says another way to think about it is this: base what you pay for the house on what you were comfortable paying for rent. Your rent is already a well-known expense in your life, so try to stick as close as possible to that goal. Get multiple
quotes for 14 days to limit the pain to your credit score Every time the lender withdraws your credit to give you a quote for mortgage interest, it will be ding your credit file. You can minimize the damage by receiving all citations within a 14-day period. That way you don't seem to apply for multiple loans from multiple lenders. Technically,
you have 30 days to shop before it hits your credit. But Clark prefers you to keep yourself in this short timeline so two weeks doesn't bleed for a month. Don't make big purchases once you're pre-approved and Clark has a solid rule for the pre-approval process: once you get a pre-approval letter, don't apply for any other credit within six
months of when you expect to buy your home. That's not so much what the credit card request will do to your credit score, though that's a concern, he says. It's more that it hurts your debt-to-income ratio, which could put you in the category of more risky loans. This may mean that your mortgage request is rejected in a worst-case
scenario or that you find yourself pushing you to higher interest rates. Once you're confirmed in advance, it's time to start looking for the house you're going to live in! The process of learning how to buy a home is different today because of the unprecedented online access to information about homes, neighborhoods and more. Download
the right apps like Redfin and Zillow let you look like you're driving through the neighborhood and explore homes for sale based on your phone's geo-location capabilities. You Get so much information — about Mr., the number of bedrooms, the number of bathrooms, the age of the house, the price per square foot, and so on — right there
in the palm of your hand. The more you shop the windshield like this, the more you can focus your home buying efforts. I have what I like to call my House Hundred Rule. The idea is that you have to look at a minimum of 100 homes in person or online to get a sense of what the real estate market and inventory is at the moment, Clark
says. Today it's so easy to do online. You can look at a lot more than that in a few days. Concentrate on identifying areas once you get a sense of what you want and what the market offers, it's all about being thorough and not focusing on just one home. It's more about identifying areas — streets, neighborhoods, and areas where you'll be
comfortable living — and then deciding on 10 or 20 destination homes. The last time I bought a house, after all the web searches, we arrived with 18 destination houses. And we ended up buying one of those 18, Clark says. 4. Find the right real estate agent and you've already lyed off the mountain by following Clark's 100-house rule and
collecting up to two dozen target homes. The next step is to hire a buyer's agent. The real estate agent you choose should be more than a man who drives you to see houses. This person should be able to help you keep emotion out of the buying process. You know what to look for in an agent as a, you don't pay commission. The seller is
and is how the agent receives compensation. So what should you be looking for in an agent? It all comes down to two things: expertise and experience. If there's a particular neighborhood you want to buy in, you're going to need an agent who's a big seller in that area. In the professional scare, you want to know that they process your
desired neighborhood. That means they'll have the inside scoop on available properties and they can make the house-buying process much easier. For example, an agent who experiences the areas you're interested in can tell you why you shouldn't shop on a particular street. They will have neighborhood-specific knowledge to help you
find the right home at the best price. Identifying the agents who are processing space is easy. You'll see their sales signs over and over again as you drive through the neighborhood. If you find an agent who regularly works in your target neighborhood, you should ask family and friends to refer you to someone they enjoyed working with.
Another important factor to consider in finding the right real estate agent is experience. Especially if you're buying a house for the first time, you don't want to work with a person who sells their first home! Look for someone who's been in the field for a number of years. 5. Negotiations A real estate agent price can help you greatly with
negotiating your purchase price as you navigate the process of buying a home. Take a look at the neighborhood comps to establish your suggestion your agent will have access to what is known as comps — the recent selling prices of similar homes in the neighborhood. You can also get the same information from the county tax
assessor's office. And thanks to technology, websites like Redfin and Zillow make this information very easy, too. Send your offer again, your realtor will help you submit your offer. Because they need to know the area, they'll guide you to make sure you don't overpay for the house you want. The question of how long a house has been on
the market is making a decision on your offer, according to Clark. The longer the house sits on the market, the more likely you are to come up with an aggressive price. The seller is not hungry for the first 45 days after their home goes on sale, clark says. Then the market wears them out. They're tired of the uncertainty and they may have
committed to buying another house. Clark says the tipping point starts sometime around six to seven weeks. That's when the seller usually becomes more trustworthy to make a deal. But even then, you will reach a natural point of resistance. If a house has been on the market for a very long time, sellers may be willing to bargain for a
price. So the time on the market is not automatically a note that you can make a low ball offer, but there tend to be a sweet spot once you hit six weeks or more. Prepare for closing costs and point closing costs are fees you'll pay the lender and the company for your real estate purchase. They typically average around 3% of the purchase
price, but can sometimes be as high as 5% depending on your location. If market conditions are right (i.e. it's a buyer's market), you can ask the seller to contribute to closing costs. However, Clarke says don't dwell on 3% or 5%. Instead, he prefers that you look holistically at what types of fees you are going to pay according to each
lender. Each proposal you receive should have three columns: the costs of closing interest points interest rate is the bright and shiny object that most people tend to focus all their attention on. But that's just part of how you compare one loan offer to another. You should also consider points, if any, and closing costs. Points are pre-charges
for taking out a loan. Each point is 1% of the amount you borrow. So one point on a $200,000 loan is a $2,000 fee you have to pay at closing. Points usually come in two types: starting points and discount points. The first is a commission to the lender for making the loan. I-I let you buy the interest. The best way to choose a loan is to
choose zero zero One with no starting points with no discount points, Clark says. Finally, take a look at your closing costs. Lenders now have to give you an estimate of the maximum you will have to pay. This makes it much easier for you to figure out which loan is actually your best deal. 6. Locking in interest on interest mortgages varies
constantly based on greater market conditions. Locking in mortgage interest keeps interest rates stable, usually for 30, 45 or 60 days. Clark says the decision on when to lock in your rate should be based on whether you're buying new construction or purchasing an existing home. If you buy a house that was built, you never want to apply
and lock too early because the contractors' schedules are notorious for being late, Clark says. You have to be sure that most of everything is done by the contractor before you lock in your rate when you buy new construction. Deciding when to lock in your mortgage interest is much easier when you buy an existing home. With a used
house, it's easy, notes Clark. You already have your closing date, so it's easy to know when to lock up because you're just counting down that number of days. 7. Deal with bylaws now is the time to deal with options in the home purchase process, which are things like inspections and orders. Hire the right house inspector not to buy a
house without getting it checked first! The inspector will be looking for structural problems and costly repairs that need to be done. I'm a big believer in finding a 'deal killer supervisor' who wouldn't be brilliant about things just to get more agent referrals, Clark says. You want someone who tells you what you need to know, not what you
want to hear. If the home inspector finds something wrong with the house, now is the time to ask the seller to address the problem or ask them to reduce the price by the amount you expect the repairs to go up. For this reason supervisors with engineering backgrounds are great. You can ask your real estate agent for a referral, or you can
find one through the American Association of House Inspectors. ASHI requires its members to adhere to an ethical code and standard of practice. Another good resource is the National Institute of Building Inspectors. The NIBI requires that its inspectors bear errors and omitted liability insurance, which means they accept responsibility for
any oversight. You'll want to be present at the inspection, which you'll have to pay in advance - not at closing. Expect to pay somewhere around $300 to $500, according to the U.S. Department of Housing and Urban Development. However, this cost may vary by the square of the house and its location. Finally, you may also want to
consider paying for a special home inspection. This may include To address pesticide concerns or to detect the presence of radon or mold. Get verified receiving an onoy of a property that you are preparing to buy is the best way and yourself from the possibility of paying too much. With Onoy, you get a realistic sense of what the property
is worth. If you get a home loan, your lender will require an onoy. You as a first-timer typically pay upfront for the cost of Ommoy, often $300 or $400. And there's a very good reason for that.  As mentioned above, the purpose of the consultation is to protect you from overpayment. So what happens if the deal breaks down because of the
results of the talks? The buyer is still responsible for paying the imaging fee. After all, the work was done by the assessor — regardless of the outcome of the transaction — and the assessor must be compensated for his time. Unlike a home inspection, there is no need for you to be present for the revert. 8. Organizing your home
insurance is an important step in the process. In fact, many lenders ask you to prepay for a year of home insurance before you can close on your mortgage. Research quality companies When it comes to home insurance, you want to consider the reputation of an insurance company reflected in both customer complaints and customer
satisfaction ratings. Clark trusts the views of several sources like Consumer Reports and J.D. Power when it comes to identifying the best home insurance companies. But there's no need to go to these sites and read their data: we've already done it for you! Our guide to the best and worst home insurance companies allows you to see all
the top insurers at a glance, along with Clark's choices for his three favorite home insurers. Take a high deductible when you take up your home insurance policy, you want to be sure to take the highest deductibles you can handle and your mortgage break will allow. Do this will also lower your premium and discourage you from having to
make small claims. That last part is very important, according to Clark. You have to think of homeowners insurance as a 'use it and lose it' kind of offer, he says. It's not for use but in the case of catastrophe. Choose a reputation over low premiums And remember, when it comes to choosing the right home insurance, it's not just about
getting the lowest premium. You want to make sure the company is there to make you pay when there's a big problem. Customer satisfaction is a key metric. Going hand in hand with this is the number of complaints an insurance company has from customers. All insurance is regulated at the state level. So before deciding on an insurer,
be sure to contact the insurance commissioner's office in your country. Ask how many consumer complaints have been filed against a particular company Considering. The results can be enlightening! 9. Close the deal okay, you've reached the last big hurdle you need to cross before getting the keys to your new home! Before closing in
the days before closing, you'll get the final numbers you'll see how much money you need to close on the house of your dreams. Be sure to review the numbers carefully and ask questions about unfamiliar terms. Remember, buying a house may be the biggest financial deal you make in your life, so you want to get into it with a full
understanding of everything! On closing day when the big day finally arrives, you'll go to the main company, the office of a closing lawyer or maybe even your lender's office. It's the last step when you learn how to buy a house. Be prepared to sign a lot of papers. The seller may not be there, but you'll get the keys to your new home.
Imagine how good that would feel! The last thought buying a house represents so many things to us as Americans. First and foremost, home ownership is a dream, one of the greatest achievements in a person's life. More practically, it's a place to live. Building equity by paying the mortgage as the value of the house rises is one of the
main ways to build wealth for most people. I call real estate a method of 'getting rich slowly', says Clark. Housing prices typically raise only one or two percent more than the rate of inflation. Housing is rising a little faster than inflation, because over time it's harder to find land, and as the population grows, housing becomes rarer. The
bottom line is that paying rent puts money in someone else's pocket. So when you're ready to own your own home, we hope you'll keep this guide with you every step of the way! If you have more questions about how to buy a home or if you need more detailed advice specific to your situation, contact the Clark Consumer Action Center.
Center.
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