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Preface

 


My experience, of 12 years, in the Real
Estate industry drove an interest in trying to find ways to bring
to light what one should expect when buying a house. By and large,
there is scanty if any information on the topic. And for many years
the most preeminent sources of such information, even for us in the
industry, has always been famous one topic pamphlets titled “How to
insure your home” not to mention others. Since there has been no
significant movement towards availing such information much less
any complete guide to buying a house, I took up a new challenge. I
decided to write this book and make it affordable to
everyone.

 


In the years that I have been working in
Real Estate, I have been able to observe the progressive changes in
the market; from the very traditional sales era where sellers had
equity on their properties, so at closing they actually walked away
with some leverage from the sale of their houses, to the declining
prices of the market, and then, recently I was able to witness how
prices hit rock bottom. However, I have never seen interest rates
dip as low as the current ones we are having at the moment, perhaps
this is the main reason why we, Realtors, are as busy as were a few
years ago.

Prospective clients keep calling my office
requesting for more and more information on the procedures as well
as the logistics involved in the purchase of a house, even though
every individual has diverse preferences and interests, the steps
to buying a house are more or less similar. Indeed, enclosed you
will find a short, summarized guide to help those who are
interested in taking advantage of these rates that, I honestly
believe, are here only for a short while. Time will pass before we
experience the same situation.






Legal Disclaimer

The materials available on this book are for
informational purposes only and not for the purpose of providing
legal advice. You should contact your attorney to obtain advice
with respect to any particular issue or problem.


The best way to approach a
topic in writing is through a simple and easy to
understand presentation, for this reason I chose the
“Questionnaire” format to introduce this material. Keeping things
simple and as short as possible is always the best, so here we
go…

Are you ready to buy?

Knowledge and experience are the keys to successful
real estate transactions.

One of the keys to making the home-buying process
easier and more understandable is planning. In doing so, you'll be
able to anticipate requests from lenders, lawyers and a host of
other professionals. Furthermore, planning will help you discover
valuable shortcuts in the home-buying process.

Do You Know What You Want?

Whether you are a first-time home buyer or entering
the marketplace as a repeat buyer, you need to ask why you want to
buy. Are you planning to move to a new community due to a lifestyle
change or is buying an option and not a requirement? What would you
like in terms of real estate that you do not now have? Do you have
a purchasing timeframe?

Whatever your answers, the more you know about the
real estate marketplace, the more likely you are to effectively
define your goals. As an interesting exercise, it can be worthwhile
to look at the questions above and to then discuss them in detail
when meeting with local Realtors.

Do You Have The Money?

Homes and financing are closely intertwined.
(Financing is the difference between the purchase price and the
down payment, commonly referred to as debt or the mortgage.) The
good news is that over the years new and innovative loan programs
have evolved which require a 5 percent down payment or less.

In addition to a down payment, purchasers also need
cash for closing costs (the final costs associated with closing the
loan). Several newly emerging loan programs not only allow the
purchase of a home with no money down, but also underwrite closing
costs.

Not everyone, however, elects to purchase with
little or no money down. Less money down means higher monthly
mortgage payments, so most home buyers choose to buy with some cash
up front.

As to closing costs, in markets where buyers have
leverage, it may be possible to negotiate an offer for a home that
requires the owner to pay some or all of your settlement expenses.
Speak with local Realtors for details.

Is Your Financial House in Order?

Those great loans with little or nothing down are
not available to everyone: You need good credit. For at least one
year prior to purchasing a home, you should assure that every
credit card bill, rent check, car payment and other debt is paid in
full and on time.


Get a Realtor

More than 2 million people in the United States have
earned real estate licenses. However, real estate is a tough
business with a steep dropout rate, and the result is that only a
small percentage of those with licenses actively help buyers and
sellers.

The National Association of Realtors (NAR) includes
1 million brokers and salespeople, individuals bound together with
a strong Code of Ethics, extensive training opportunities and a
wealth of community information. NAR members are routinely active
in PTAs, local government committees and a variety of neighborhood
organizations. Being actively involved in community affairs
provides Realtors with a better understanding of the area in which
they are selling.

Why do I need a Realtor?

Buying and selling real estate is a complex matter.
At first it might seem that by checking local picture books or
online sites you could quickly find the right home at the right
price.

But a basic rule in real estate is that all
properties are unique. No two properties -- even two identical
models on the same street -- are precisely and exactly alike. Homes
differ and so do contract terms, financing options, inspection
requirements and closing costs. Also, no two transactions are
alike.

In this maze of forms, financing, inspections,
marketing, pricing and negotiating, it makes sense to work with
professionals who know the community and much more. Those
professionals are the local Realtors who serve your area.

How do you choose?

In every community you're likely to find a number of
realty brokerages. Because there is heated competition, local
Realtors must fight hard to succeed in your community.

The best place to find a local Realtor is from
REALTOR.com's extensive listing of community professionals and
properties. Other sources include open houses, local advertising,
Web sites, referrals from other Realtors, recommendations from
neighbors and suggestions from lenders, attorneys, financial
planners and CPAs. The experiences and recommendations of past
clients can be invaluable.

In many cases buyers will interview several real
estate agents before selecting one professional with whom to work.
These interviews represent a good opportunity to consider such
issues as training, experience, representation and professional
certifications.

What should you expect when you work with a
Realtor?

Once you select a Realtor you will want to establish
a proper business relationship. You likely know that some Realtors
represent sellers while others represent buyers. Each Realtor will
explain the options available describe how he or she typically
works with individuals and provide you with complete agency
disclosures (the ins and outs of your relationship with the agent)
as required in your state.







Once hired for the job, the Realtor will provide you
with information detailing current market conditions, financing
options and negotiating issues that might apply to a given
situation. Remember: Because market conditions can change and the
strategies that apply in one negotiation may be inappropriate in
another, this information should not be set in stone. During your
time in the marketplace real estate agents will keep you updated
and alert you to each step in the transaction process.


Get Loan Pre approval

Few people can buy a home for cash. According to the
National Association of REALTORS® (NAR), nearly nine out of 10
buyers finance their purchase, which means that virtually all
buyers -especially first-time purchasers- required a loan.

The real issue with real estate financing is not
getting a loan (virtually anyone willing to pay lofty interest
rates can find a mortgage). Instead, the idea is to get the loan
that's right for you -- the mortgage with the lowest cost and best
terms.

Realtors routinely suggest that consumers start the
mortgage process well before bidding on a home. Many lenders (the
sources of money) and programs, for example, are available right
here in the finance section of Realtor.com as well as through
recommendations from local realtors. By meeting with lenders --
either online or face to face -- and looking at loan options, you
will find which programs best meet your needs and how much you can
afford.

Real estate agents also recommend pre approvals for
another reason: Purchase forms often require buyers to apply for
financing within a given time period, in many cases, seven to 10
days. By meeting with loan officers in advance and identifying
mortgage programs, it won't be necessary to quickly find a lender,
check credit, and rush into a financing decision that may not be
the best option.

What is it?

"Pre-approval" means you have met with a loan
officer, your credit files have been reviewed and the loan officer
believes you can readily qualify for a given loan amount with one
or more specific mortgage programs. Based on this information, the
lender will provide a pre-approval letter, which shows your
borrowing power. You can visit as many lenders as you like and get
several pre-approvals, but keep in mind that each one carries with
it a new credit check, which will show up on future credit
reports.

Although not a final loan commitment, the
pre-approval letter can be shown to listing brokers when bidding on
a home. It demonstrates your financial strength and shows that you
have the ability to go through with a purchase. This information is
important to owners since they do not want to accept an offer that
is likely to fail because financing cannot be obtained.

How do you get pre-approval?

Real estate financing is available from numerous
sources, including lenders here in the finance section of
Realtor.com, mortgage companies that have worked with local
realtors and in some cases, individual Realtors themselves. Based
on his or her experience, the Realtor may suggest one or more
lenders with a history of offering competitive programs and
delivering promised rates and terms.

The loan officer will carefully review your
financial situation, including your credit report and other
information. The lender will then suggest programs which
most-closely meet your needs. For instance, a first-time buyer may
qualify for state-backed mortgage programs with little money down
and low interest rates, while a repeat purchaser (someone who has
bought a home before) with more
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