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When buying a home, 
  it is help ful to de-
  termine the type of 

home you'd like and how much 
you can af ford, be fore be gin ning 
your search. Most lend ers al lo cate 
ap prox i mate ly 28% of your gross 
month ly in come to hous ing ex-
 pense. Hous ing ex pense in cludes 
prin ci pal, interest, tax es, and in sur -
ance (PITI). To get an idea of how 
much you can af ford to pay each 
month for a house, mul ti ply your 
gross month ly in come by 28%.
    When coupled with cur rent 
out stand ing loans, the to tal for 
your debt service should not ex-
 ceed 36% of your gross month ly 
in come. Some lend ers may have 
slight ly more lib er al re quire ments 
or low er in ter est rates which may 
in crease your pur chas ing power.
    Lenders price ARM’s to work 
for certain customers.  They make 
sense if you plan to live in a house 
for only a couple of years, for 
ex am ple.  If you’re staying longer, 
fi xed-rate loans are better for lock-
 ing in a low rate.

Preapproval
Some mortgage lenders take the 
guesswork out of applying for a loan 
by fi guring out for you the amount 
you can afford to bor row. They then 
give you a print ed doc u ment stat ing 
the maximum mort gage amount you 
qual i fy for.
    Mortgage preapproval es tab lish es 
your price range and strength ens 
your buying po si tion by letting the 
seller know that you have already 
been ap proved for the loan.

Current Tax Laws
Mortgage interest, property tax es, 
and loan fees, or "points," are 
cur rent ly tax deductible. Points 
are gen er al ly deductible in the 
year paid.  A point equals 1% of the 
mort gage amount. If you are in the 
28% tax bracket, this is equiv a lent 
to re ceiv ing a 28% dis count on 
your mort gage in ter est and prop-
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 er ty tax es. Dur ing the fi rst years of 
the mort gage your tax sav ings are 
es pe cial ly high be cause most of 
your month ly pay ment goes to ward 
loan interest.

Closing Costs
Some lenders today can now of fer 
fi rst mort gag es at no clos ing cost. 
Out of pocket ex pense is lim it ed to 
the down pay ment and be gin ning 
es crow ac counts for tax es and 
in sur ance. Some lim i ta tions may 
ap ply. 
    You can usually improve your 
interest rate by paying a point or 
two at the closing.  This is a good 
idea if you plan on staying at least 
4-5 years in your home.
    To determine your monthly 
mort gage payment, find your in-
 ter est rate in the rate col umn. Then 
move across to the col umn that in-
 di cates the term of your loan. That 

num ber is the in ter est rate factor.  
Mul ti ply that num ber by the num ber 
of 1000’s you plan to fi  nance. (If 
you're fi  nanc ing $100,000, mul ti ply 
by 100.)

Here's an example:
Current interest rate: ........... 6.5%
Term of loan:.................. 30 years
Mortgage Amount: ........ $100,000
100 x 6.33 = $633
Your mortgage payment is $665.


