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There Are a Few Things You Should Know with Regard to Financing, Before You Buy a Home.
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You should determine how much financing you are qualified to obtain and are comfortable with.  One way to determine the amount of financing you may qualify for, is by contacting a licensed, or registered, mortgage loan officer who can educate and assist you in the types of financing available and the qualification requirements.    Unless you are paying cash, before even shopping for a home, it is important to obtain a pre-qualification, or pre-approval, letter for financing.   A “pre-qualification” letter is often issued directly by a loan officer and is their opinion of your qualifications, based on a basic interview and perhaps review of your credit report, paystubs and W2s.  A “pre-approval” letter is issued by a mortgage lender and is a commitment to lend if you meet the criteria identified in the pre-approval letter. Most Realtors will want to know you are qualified before they will take you out to look at a house.   Most Sellers will not consider an offer without such a pre-qualification, or preapproval, letter. 

Hand-in-hand with knowing what you qualify for, is understanding your options and the costs involved.   Most people have more than one option available to them.  Determining what the options are and what is best for you is imperative to making an informed decision.   If you are a first-time homebuyer, you may qualify for a VA loan (if you are an eligible Veteran), Rural Development (RD) loan, an FHA loan, a NH Housing loan, a “Home Possible Loan” or  Fannie Mae “My Community” loan or even a combination of some of these and others, besides!    Being aware of the options available allows you to make an informed decision about what is best for you.  

What is the cost of obtaining a mortgage?  That is a big, open-ended question.   In very vague terms, it might be the down payment plus about 4% of the sales price.  But, for various reasons, it may be more or less than that.   Your mortgage loan officer should provide a quote in writing for you — a “worksheet” or “Good Faith Estimate” to show you the costs.   The amount needed to purchase a home is equal to the total of three things:  the down payment plus the closing costs plus the prepaid expenses.   The kinds of things you are buying when you pay closing costs include the home inspection and appraisal, State of NH transfer tax, credit report, certification the home is not in a flood zone, administrative fees and the fee to have a title attorney obtain a history of the title (deed record) for the property, issue an opinion on it, issue title insurance, conduct the closing, record the documents, and take care of other post-closing details.  This list may not be comprehensive, but it is representative of the kinds of things that make up closing costs.   Prepaid items consist of prepayment of taxes, insurance and interest.   When you work with a loan officer, they will explain all of this in more detail.   Please note that many of the costs would also be associated with a “cash” sale. 

When shopping for a home, you may want to determine if the seller can help pay your closing costs.   In many cases, the seller can pay some, or all, of your closing costs.  It varies from program to program.  The important thing is to determine is how much to ask the seller for before you put in your offer.  The time to negotiate for a seller concession is when you are making your offer.   It is important to have three-way communication with your loan officer and Realtor on this important issue.

Even with a pre-qualification or pre-approval, the property will still need an appraisal for the loan type you are seeking.   For residential loans, the lesser of the appraised value of the property, or the agreed-upon sales price will determine what financing is available.  Once again, three-way communication with you, your Realtor and your loan officer are important.

Remember, the time to determine what financing is available to you is before you shop for a home.  Contacting a licensed mortgage loan originator is great place to start!

This information has been provided by the Mortgage Bankers and Brokers Association of New Hampshire (MBBA-NH) in conjunction with the New Hampshire Union Leader.  Any questions about the content should be directed to the MBBA-NH at 6 Garvins Falls Road, Suite 106, Concord, NH 03301, e-mail at info@mbba-nh.org, website mbba-nh.org.  Written by Renee Duval, CMP, Branch Manager, Merrimack Mortgage Company, NMLS #97937, Company NMLS#2561.
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