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It’s Time to Have the Talk: About Homeownership

Hey parents, it’s time to have that talk with your kids!  The talk about whether they should buy their first home.  Certainly, economic challenges and uncertainty linger.  Yet parents, you have the perspective to help your adult children see that opportunities exist in this current market.  

Before getting overly gleeful, let’s be honest: buying a home at any time is a significant financial decision.  All markets require weighing opportunities and risks.  Nonetheless, today’s market presents a chance for first-time homebuyers to start their lives as homeowners.

Prices on homes are at a 9-year low.  In 2003, the median price for a single-family home was $210,000. (Information from Northern New England Real Estate Network (NNEREN).  In 2011 the median price for a single family home was $196,000.  This means two things.  First, this market presents an opportunity.  Second, homebuyers must view their house as a place to live, not as a short-term investment.   

While home prices have come down, apartment rental costs have increased.  In 2003, the statewide median gross rent (rent plus utilities) for a two-bedroom apartment was $932.  Today, the median gross rent is $1,085.  So, rents are up and prices are down.  This could be the time to move from renting to homeownership.

Even lower sales prices can be found with “distressed properties,” meaning short-sales or foreclosures that make up 25 -30% of today’s market.  Clearly, each distressed sale is a major setback for the family losing their home.  These homes, however, must be sold back into the market, which could help a new family afford their first home.  Opportunity knocks, and a distressed sale may be the right match.  Be forewarned: oftentimes distressed properties need repairs and maintenance.  So, get the home professionally inspected before committing to the purchase.  Homebuyers should also know that there are loan programs that help with purchase and rehabilitation.

In addition to reduced prices, mortgage rates are at historic lows—currently as low as 3.25% for a 30-year fixed rate, low downpayment mortgage.  In 2003, the average mortgage rate was 5.83%.  If you financed $150,000 in 2003, the estimated payment would be $1,235 (principle, interest, taxes and insurance).  Today, with a 3.25% rate, that payment would be about $1,060, which is equal to the current median rent.

Therefore, two primary indicators of housing affordability—price and mortgage rate—are down, which should nudge more people to buy their first home.  Nonetheless, economic uncertainties are holding many people back from jumping into homeownership.  Caution is a good initial instinct.  Yet, young people should consider if this is the time to buy their first home.

The first step for any homebuyer is to become fully informed about the home-buying process, including whether homeownership is the right option.  New Hampshire has several organizations that offer no-cost or low-cost homebuyer education and counseling.  For a complete list of HUD-approved homebuyer education providers visit www.gonewhampshirehousing.com/learn-how/seminars.
One of the biggest barriers to first-time homebuyers is having the funds for closing costs and down payment.  Working with a knowledgeable and professional lender, such as a member of the Mortgage Bankers and Brokers Association of New Hampshire (www.mbba-nh.org), is one way many homebuyers are introduced to special programs that offer cash assistance for downpayment and closing costs and/or other targeted assistance programs.  Assistance programs like these can go a long way when combined with today’s great rates and affordable loan products.

So, parents, with mindfulness and prudence, it is a good time to encourage your adult children who have secure employment to look at buying their first home.  At some point, the economy will improve, home prices will rise and mortgage rates will rise.  You don’t want your children looking back and asking, “Why didn’t you tell me to buy a house in 2012 when it was affordable?!”  Don’t miss out on what could a great opportunity to afford a home.
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