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First-Time Homebuyer's Guide

Introduction

Buying your first home is an exciting milestone, but it can also be overwhelming. This
comprehensive guide will walk you through the entire process, from budgeting to closing, to
help make your first home purchase a success.
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1. Preparing Your Finances

Assess Your Financial Readiness

Before you start looking at properties, take a close look at your financial situation:

» Check your credit score: Aim for a score of at least 620, though 700+ will get you better
rates

« Calculate your debt-to-income ratio: Lenders typically prefer a DTl of 43% or less
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» Save for a down payment: While 20% is ideal to avoid PMI, many first-time buyer
programs accept 3-5%

» Budget for closing costs: Typically 2-5% of the loan amount

« Establish an emergency fund: Have 3-6 months of expenses saved separately from your
down payment

Create a Housing Budget

Determine how much house you can afford: - Use the 28/36 rule: Housing costs shouldn't
exceed 28% of your gross monthly income, and total debt payments shouldn't exceed 36% -
Include property taxes, insurance, HOA fees, and maintenance in your calculations - Get pre-
approved for a mortgage to understand your price range

2. Understanding Mortgage Options

Conventional Loans

« Typically require higher credit scores (620+)
» Down payments as low as 3% for first-time buyers

« Private mortgage insurance (PMI) required for down payments under 20%

FHA Loans

« More flexible credit requirements (580+)
e Down payments as low as 3.5%

» Mortgage insurance premium required for the life of the loan in most cases

VA Loans

« For eligible veterans and service members
* No down payment required

« No private mortgage insurance
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o Competitive interest rates

USDA Loans

e For rural and some suburban properties
* No down payment required

 Income limitations apply

Seller Financing

e The seller acts as the lender
» Often more flexible qualification requirements
» May have higher interest rates but fewer closing costs

» Great option for self-employed buyers or those with credit challenges

3. House Hunting Tips

Define Your Needs vs. Wants

e Create a list of must-haves and nice-to-haves
» Consider location, size, layout, and amenities

» Think about your future needs (planning for family growth, aging in place, etc.)

Research Neighborhoods

e School districts (even if you don't have children, for resale value)
e Crime rates and safety

» Proximity to work, shopping, and recreation

» Future development plans

o Property tax rates
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Working with Real Estate Professionals

« Interview multiple agents to find a good fit
» Look for someone with experience helping first-time buyers

» Consider using a buyer's agent who represents only your interests

4. Making an Offer

Determining Your Offer Price

» Research comparable sales in the area
» Consider the property's condition and needed repairs

 Factor in market conditions (buyer's vs. seller's market)

Contingencies to Include

» Home inspection contingency
e Financing contingency
» Appraisal contingency

» Title contingency

Negotiation Strategies

» Be prepared to counter-offer
» Consider requesting seller concessions for repairs or closing costs

» Know your walk-away point
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5. The Closing Process

The Home Inspection

« Hire a qualified inspector
 Attend the inspection if possible
» Understand which issues are major concerns vs. minor repairs

» Negotiate repairs or credits based on findings

The Appraisal

» Required by lenders to verify the property's value

e If it comes in low, you may need to renegotiate or increase your down payment

Final Mortgage Approval

» Submit all required documentation promptly
» Avoid making major purchases or opening new credit accounts

» Be prepared for additional requests from the underwriter

Closing Day

» Review the Closing Disclosure at least 3 days before closing
« Bring photo ID and certified funds for closing costs

« Plan for the signing process to take 1-2 hours
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6. After You Buy

Setting Up Your New Home

» Change locks
 Set up utilities
e Create a maintenance schedule

» Meet your neighbors

Financial Considerations

» Set up a home maintenance fund (budget 1-3% of home value annually)
» Consider refinancing if interest rates drop
» Review your homeowner's insurance annually

» Understand tax benefits of homeownership

Conclusion

Buying your first home is a significant achievement and a major financial decision. By
understanding the process and preparing adequately, you can navigate the journey with
confidence. Remember that Trinity Northwest is here to help you every step of the way,
especially if you're considering creative financing options like seller financing or lease options.

For personalized guidance on your homebuying journey, contact our team at Trinity Northwest
today.
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