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Residential Mortgage Financing

Homebridge Mortgage Bankers
specialize in helping consumers
of all credit types. Whether your
looking to lower your monthly
mortgage payment, need cash in
a hurry or you are looking to pur-
chase that dream house, we have
the program to meet your needs.
Homebridge can close your loan
in as few as seven days, remem-
ber, we're the bank, we make the
decisions and we cut the check.
Call us for a free loan analysis and
see why Homebridge is a leader
in the home financing industry.

350 Fairway Drive « Suite 110 - Deerfield Beach, FL 33441 - 954-335-3700

Congratulations on taking this important step to a brighter financial
future. Consolidated Credit Counseling Services, Inc. has been
helping Americans across the country solve their credit and debt
problems for more than a decade.

Our Educational Team has created over twenty publications
to help you improve your personal finances. By logging on to
www.ConsolidatedCredit.org you can access all of our publications
free of charge. We have the tools to help you become debt free,
use your money wisely, plan for the future, and build wealth. The
topics Consolidated Credit addresses range from identity theft
and building a better credit rating to how to buy a home and pay
for college. On our web site you will also find interactive credit
courses, a “Best of the Web” debt calculator, a personalized
budgeting tool, and much more.

We are dedicated to personal financial literacy and providing
a debt-free life for Americans. If you are overburden by high
interest rate credit card debt then I invite you to speak with one of
our certified counselors free of charge by calling 1-800-210-3481
for free professional advice. We also have partnership programs
available where groups, businesses, and communities can hold
financial workshops and receive free money management guides
and workbooks like the one you are reading now. Please call
1-800-210-3481 if you would like to discuss pursuing a personal
financial literacy program.

Sincerely,

Borgy A Mlrmmor—

Gary Herman
President
Consolidated Credit Counseling Services, Inc.




Buying A Home

With interest rates low, many renters would find that the monthly
payment on a home would be similar to what they are now pay-
ing for rent — or even less. But many people still don’t buy a home
because they find the whole process intimidating. In this brochure,
we answer three of the most common questions people ask when they

are thinking about buying their first home:

I.What price home can | afford to buy?
2. How much will it cost?

3. Can | qualify for a loan?

Our goal is to help you feel more confident, and get you ready to buy

a home if that’s right for you.
How Much Can | Afford?

The general rule of thumb is that you can afford a home that’s about
two to three times your annual income. So if you make $50,000 a year,
you may be able to buy a home for $100,000 -- $150,000. But that’s
just a rough rule of thumb. The last thing you want to do when you
buy is to stretch yourself so thin that you can’t afford to do anything

outside your home!

Lenders will look at your housing and debt ratios in determining how

much they think you can afford.

How Much Do You Really Earn?

Before you can figure your housing and debt ratios, you must be clear

about how much you earn, in terms of your gross monthly income.
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Gross monthly income is your income before taxes. If you are paid an
annual salary then take that salary before taxes,
health insurance premiums or retirement plans are taken out.

Divide it by 12, and that will give you your monthly income.

Your annual income $
Divide by

Equals your gross monthly income
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If you are paid hourly:
Your hourly pay $

Multiply it by the number
of base (or regular) hours
you work each week X

Then multiply your answer by 52
(the number of weeks in a year) x 52

=Your annual salary

Divide that by 12 =12

= Your monthly income
Let’s say you earn $20/hour and you normally work 25 hours a week.

* You'll take 20 and multiply it by 25 = 500 to get a weekly figure.
* You'll then multiply 500 x 52 = 26,000 to get an annual figure.
¢ Then divide 26,000 by twelve to get a monthly income of $2166.

In calculating your income, a lender must allow you to include:

* Child support or alimony, usually if it will continue for at least
another 3 -5 years
* Retirement income, including Social Security benefits or a pension

as long as it will continue.

If you have income from a side business or if you are self-employed, you'll
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need a lender that has programs for the self-employed. If you receive
overtime or bonuses, the lender will generally need to document that

pay is regular and likely to continue.
Housing Ratio

Now that you have your monthly income, you can calculate your hous-
ing ratio.The housing ratio is the amount of your monthly income that
goes to pay your housing payment. A housing ratio of 28% or less is

considered ideal.

Multiply your monthly income by .28 (or 28%). That’s the amount a

lender would generally say should go toward your total monthly hous-

ing expense.

Your monthly income: $
x .28

In our example, the lender would want to see a total monthly payment
of no more than $606.48. ($2166 in monthly income x .28 = $606.48)

Keep in mind that monthly housing expense doesn’t just include the
loan payment. It should also include taxes and insurance, and condo
fees if there are any.You can ask a real estate agent to estimate those

costs for you in your price range.
Summary of housing ratio:

Monthly income x .28 = Monthly Housing Payment
Your Monthly Payment is

With most loans, the lender will escrow your taxes and insurance.

That means they’ll collect a portion of them with each monthly
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payment. That results in a monthly payment often referred to as
“PITI” — principal, interest, taxes, and insurance.

Principal — the amount that goes toward paying off the loan balance.
Interest -- interest on the balance

Real estate Taxes -- taxes required by local governments

Property Insurance -- insurance required by the lender in case

the property is damaged by fire, hurricanes, flooding, etc. Lenders will
generally charge a slightly higher interest rate if you want to “waive”

escrows, or pay them yourself.
Debt Ratio

In addition to your housing ratio, lenders will look at your total debt
ratio. Here, they want to see that your total debts, including your
monthly housing ratio plus your payments on your other debts, don’t

exceed 36% of your monthly income.

To calculate your total debt ratio, you'll need to add up your monthly

debt payments including:

e Car payments $
* Minimum required payments on credit cards $
* Minimum payments on student loans $
* Child support or alimony you pay $

* Minimum payment on any other debt that appears
on your credit report $
Total: $

Add these to your monthly housing expense to get your total monthly
debt payment and check that it doesn’t take up more than 36% of your

monthly income. If it does, you may need to pay down debts or aim
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for a less expensive home to reduce the housing portion of the ratio.

If your ratios are higher than 28%-36% that doesn’t mean you can’t buy
a home. Some lenders will lend to borrowers with debt ratios of 55%
or higher! It does mean that you will likely pay a higher interest rate

because the loan is considered more risky.

A word to the wise: homeownership is always more expensive than
people realize.When you rent, the landlord is responsible for most
of the minor — and all of the major — repairs to your home.When you
own a home, it’s up to you to pay for any repairs. Whether it’s

a leaky toilet or roof, or a fridge that goes on the blink you’ll have

to take care of it yourself. That can get very expensive very quickly. It’s
a good idea to get your debt under control and buy a home that will

remain affordable.

How Much Will It Cost?

There are usually two major expenses when you buy a home: a down

payment and closing costs. Let’s look at each of these.

Down Payment

Gone are the days when you needed to put down 20% on a house.

Now there are lenders who will lend up to 107% of the sales price
of a home (the extra is to cover closing costs!) Low down payment
loans are considered more risky, however, so they may carry a higher
interest rate and/or you may have to pay extra each month for Private
Mortgage Insurance (PMI) which protects the lender in case you
default. PMI can add $50 -- $150 or more to the monthly payment, so

make sure you figure that cost into your housing ratio if needed.

@_

Another option is down payment assistance through a non-profit
organization. These programs will provide a down payment of up to
5% if the seller of the home participates. The program doesn’t cost the

buyer anything, and the down payment never needs to be repaid.

Other down payment assistance programs may be available through
local agencies. Contact your local housing authority or a real estate
professional for more information. You'll usually be required to take a
homebuyer’s education course, which may be offered in a classroom or

at http://mirage.towerauction.net/homebuyer/coursehud.html
Closing Costs

You can expect to pay about 4-5% of the sales price in closing costs
— sometimes more, sometimes less. If you are short on cash, your real
estate agent may help you write an offer that includes the seller paying

for some of your closing costs.

Ask the lender or broker about each closing cost or fee. Some may be

negotiable, while others may not be.
Typical closing costs include:

 Application fee (find out what the refund policy is), processing fee,
lender’s underwriting fee, and/or a mortgage broker fee.

* Appraisal, survey, and flood certification fee (to show whether
your home is in a flood zone)

* Title charges including the title search, a title policy (lender’s
and/or owner’s policies) as protection if there is a problem with
the title, and in some states, attorney fees.

* Two month’s worth of homeowner’s insurance and/or property

taxes to be held by the lender, if they will be collecting your
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insurance and taxes with your monthly payment.

* Miscellaneous charges such as courier or wire transfer fees.

Within three business days of applying for your mortgage, you'll get a
Good Faith Estimate of closing costs. Go over it carefully and discuss
it with your lender or broker. Take a copy with you to closing to check

for any new surprises that show up when you close.
Do | Need A Mortgage Broker?

You can borrow directly from a bank or credit union that lends money
for purchasing a home, or you can use a mortgage broker to do the
shopping for you. A mortgage broker usually acts as a middleman
between you and the lender. A mortgage broker usually works with
numerous lenders to find the right program for the borrower. A mortgage
broker is usually essential if you have past credit problems, are

self-employed or aren’t going to put much money down on your loan,

simply because of the wider range of programs available to him or her.
Can | Qualify For a Loan?

There’s no doubt that getting your first mortgage can be intimidating.
But keep in mind that there are literally thousands of lenders with
many different programs available. If you can’t qualify with one, you

may with another!

Lenders will consider the following to determine if you qualify for your

loan:

I. Your income. You'll need to provide copies of your two most
recent paystubs and W-2s, or if you are self-employed, your tax
returns (not always needed on loans for the self-employed) to

verify your income. If you receive income from investments, rent,
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. Your debts. The lender will check your credit report with all three

. Your credit history. The lender will usually also obtain a credit

. The property. The lender will require an independent appraisal of

or other sources, you may have to provide documentation such

as cancelled checks.

major credit reporting agencies — Equifax, Experian, and Trans Union —
to make sure it has a complete list of your debts. The minimum
payments listed on your credit report will be used to calculate
your debt ratio. Keep in mind that if you have a credit card that
you use, but pay in full, your credit report may show a monthly

payment that the lender will then include in calculating your debt ratio.

score from all three credit reporting agencies. (See Consolidated

Credit’s publication, Make the Most of Your Credit Score, for more

information on credit scores). They will then look at the middle of
those three scores to determine which program you qualify for.
For example, if your credit scores are 650, 675 and 700, they’ll use

the 675 credit score to decide the rates and fees you'll pay.

the property to make sure it is worth the sales price. (You'll pay
for the appraisal but the lender will usually order it from a list of
its approved appraisers.) A survey will be conducted to make sure
the property lines are correctly established and a title search will
be conducted to make sure there are no liens on the property. If
a flood certification shows you are in a flood zone, the lender

will require you to purchase flood insurance.

For a Free Consultation with
a Certified Credit Counselor

call 1-800-210-3481
—0©




What If | Have
Credit Problems?

Bad credit doesn’t have to prevent you from buying a home.There are
many loan programs out there that may be able to help. In fact, you may
even be able to buy a home if you've completed a Chapter 7 (straight)

bankruptcy, or are still in a Chapter |13 (repayment plan) bankruptcy.

If you have had credit problems consider
the following:

I. Order your credit report at www.ConsoldiatedCredit.org to find

out exactly where your credit stands now.

2. Talk with a mortgage broker who works with multiple lenders.
If you have extenuating circumstances that led to your credit
problems — such as a small business failure or large medical bills
— the broker may be able to find a program that will allow you to

get a mortgage with proper documentation of the problem.

3. Make sure you are actively rebuilding your credit with positive
credit references. See Consolidated’s publication, Rebuilding Your

Credit for more information.

4. Look for a “rent to own” home where some of your monthly
rent will be credited toward your down payment or closing costs

if you buy.

5. Look for “owner financing” where the qualifications may be more
lenient. Keep in mind, though, that the owner who will be

financing the home will want to see that you are able to make
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your monthly payments. He or she doesn’t want to have to foreclose

on a borrower!

Home Shopping Tips

* Ask a mortgage broker or lender to pre-approve you in writing
for a loan before you start home shopping. A pre-approval letter
may save you money since a seller usually prefers a buyer who has
been pre-approved.

* Consider working with a real estate buyer’s agent who will
represent your interests. The real estate agent who sells a property
usually represents the seller.

* Budget for furniture, window coverings, and renovations. It’s very
frustrating to buy a home and have it sit half empty. If you
haven’t set aside money for those items, however, you may find
yourself running up additional debt to pay for them.

* Don’t wait for the perfect home — it may not exist. But do choose
a home that will be comfortable and affordable for at least the
next five years.

* Pay for a professional home inspection from an inspector who
is a member of the American Society of Home Inspectors
(www.ashi.com). If possible, go along during the inspection.
Not spending the money for an inspection can be far more
costly later on!

* Shop around for your homeowner’s insurance when you start
shopping for your home. Don’t just look at price, but also look
at the stability of the insurance company. You want to make sure

they can afford to pay claims promptly in the case of a disaster.
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Final Words

If you're having trouble saving money
toward a home because of debts,
contact a professional counselor at
Consolidated Credit Counseling

Services, Inc.

About the author and Consolidated Credit Counseling Services, Inc.
Consolidated Credit Counseling Services, Inc. is a consumer-oriented,
nonprofit, public education organization. We are an industry leader in
providing credit counseling and debt management services throughout
the United States. Our mission is to help families end financial crisis
and solve money management problems through education and profes-

sional counseling.

Gerri Detweiler is Consolidated’s educational director and author of
this publication. She has written numerous books including The Ultimate
Credit Handbook, which was featured in Money magazine as one of the
five best new personal finance books of the year when it was released.
Ms. Detweiler has been quoted in thousands of publications including
The New York Times and The Wall Street Journal. She co-hosted an
award-winning syndicated financial radio program, and has been a guest
on The Today Show, Dateline NBC, the CBS Evening News, and CNN.
She has testified before Congress and lobbied on behalf of consumers
protection measures. She is the former executive director of Bankcard
Holders of America, as well as a policy director for the National Council
of Individual Investors. She has also served on the Board of Directors
for the National Coalition for Consumer Education as well as Experian’s

Consumer Advisory Council.
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NOTES

Now you can find

FREEDOM
FROM DEBT!

Consolidated Credit Counseling Services,
a nationally recognized non-profit organization,
will provide you with professional financial
education, counseling and resources.

In addition, you can benefit from customized
Debt Management Programs, which incorporate
a bill consolidation plan to help you regain your

financial freedom.

Our professionally trained
Certified Public Accountants
will negotiate directly with
your creditors to:

¢ Reduce or even eliminate
interest rates!

* Lower monthly payments by
up to 50%.

¢ Eliminate late charges and
over-limit fees.

¢ Consolidate debts into
one lower payment.

* Help you pay off debt faster.
* Rebuild your credit rating.
* Save you thousands of dollars.

* Get you on a plan to
be debt free!

Call today, and take your first step
toward financial freedom!

1-800-210-3481

or visit www.ConsolidatedCredit.org



There is help waiting for you now.

* Reduce or eliminate interest charges.

* Consolidate credit card bills into one
lower monthly payment.

* Pay off your debt in half the time.
» Save thousands of dollars.

w- CONSOLIDATED
REDIT COUNSELING SERVICES, INC,

When debt is the problem, we are the solution.

Consolidated Credit Counseling Services, Inc.
5701 West Sunrise Boulevard ¢ Fort Lauderdale, FL 33313
[-800-210-348I
www.ConsolidatedCredit.org ¢ Email: counselor@ConsolidatedCredit.org




