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NDING and selecting the mortgage that fits both your
Fpocket book and housing needs is becoming increasingly
difficult. Here are some tips that will help you find the

right home loan for you:

Figure out if you can afford to buy

Explore any opportunity to get the tax and investment
benefits of homeowners by finding out how much home you
can afford to buy. You can find calculators and other online
resources to help you estimate your affordability, but you
should consult carefully with a mortgage consultant to help
identify options that calculators simply can’t consider.

Do your homework

When considering adjustable rate or interest-only loans, it is
important to look at both current and future income. The
monthly payment on these loans will rise, but will your salary?
See the accompanying chart to determine pros and cons of
common mortgage options; but be sure to consult with your
mortgage professional to carefully weigh all available options
against your specific needs.

Consider all the costs

A lender will review costs like fees, closing costs, points,
homeowner insurance, etc. But consumers should also
consider repairs and maintenance costs.As a homeowner, you
are responsible for those additional costs; but, also consider
that as a homeowner many of these costs may be tax
deductible. Consult with your mortgage consultant or tax
advisor about tax benefits of homeownership.

Organize your finances before you apply
While each loan source may require different

documentation, here are some of the basic items you should

gather to prepare for your loan application:

° Pay stubs

* Tax returns

¢ Financial statements (one that is less than 60 days old),

e Copies of additional monthly payments such as car loans,
credit cards, student loans, etc.

* Any additional information - like proof of additional income
— that you think will help a lender to positively evaluate your
credit request

Contact your mortgage consultant for help in gathering the
information you need to facilitate a fast and easy close.
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Consider whether you should pay off or pay down

other loans

The American Banker’s Association advises some borrowers
to consider paying down or paying off credit cards, auto loans
or other small loans before looking for a mortgage.“This can
help increase your credit score and qualify you for a larger
mortgage or lower interest rates”, says MBA.To determine
whether this strategy can work for you, ask with your

mortgage consultant. &

Mortgage Comparison Sheet

Type of Mortgage

Pros

Cons

Adjustable Rate Mortgages .

° Rate and term adjusts after an
initial fixed term (typically I+, 3-,
5, or T-year terms)and a fixed
initial monthly payment.

If you don't plan on being in
a house longer than the initial
period, ARMs can allow you to
get into a home and take
advantage of the tax breaks

* Rate will go up after the
initial period is over

e Can take longer to build
equity in your home

leed Rate .
Rate and payment remain fixed
for the entire term of the foan,
typically 15 or 30 years. Some
40 year terms are becoming
available in some markets

You will know exactly what
your monthly mortgage
payment will be

Payment will not change as
interest rates change

¢ {an be initially more costly
than ARMs or other options
> Reduced buying power

Interest only mortgage
e You pay down only the interest,
there is no reduction in principal

Borrow more
Keep payments low

e Can lose money if market
drops or if you sell before
building equity

Hisc. mortgages .
¢ Balloon mortgages, shared-equity
mortgages, hiweekly mortgages,

reverse mortgages, and buydowns

Typically all of these types of
mortgages are available to fit
certain needs

< {Costs can be higher

Source: Aadapted from Mortgage
Bankers Association
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