What Every First-Time
Homebuyer Needs to Know

Your complete guide to navigating the home buying journey with confidence
and clarity




FINANCIAL FOUNDATION

Understanding Your Financial Foundation

True Affordability

The listing price is just the beginning.
Factor in monthly mortgage
payments, property taxes,
homeowners insurance, HOA fees,
utilities, and ongoing maintenance.
Lenders typically recommend keeping
housing costs below 30% of your
gross monthly income.

Debt-to-Income Ratio (DTI)

This crucial metric compares your
monthly debt payments to your gross
income. Most lenders prefer a DTI
below 43%, though some loan
programs allow higher ratios. Lower
DTI often means better interest rates
and loan terms.

Credit Score Impact

Your credit score directly affects your
mortgage rate. Even a small
difference in interest rates can cost
thousands over the life of your loan.
Review your credit report from all
three bureaus, dispute errors, pay
down balances, and avoid new credit
inquiries before applying.



‘ SAVINGS STRATEGY

Saving for Your Down Payment & Upfront Costs

Down Payment Options

Down payment requirementsvaryby loan type. Conventional loans may

require as little as 3% down for first-time buyers, while FHA loans start at 3.5%.
VA and USDA loans offer zero-down options for qualified buyers. A 20% down
payment eliminates private mortgage insurance (PMI), reducing monthly
costs.

Beyond the Down Payment

Budgetfor additional upfront costs including home inspection ($300-500),
appraisal ($400-600), closing costs (2-5% of purchase price), and cash
reserves. Lenders often require 2-6 months of mortgage payments in reserve
to ensure you can handle unexpected expenses.

Accelerate Your Savings

« Openadedicated high-yield savings account

« Automate monthly deposits from each
paycheck

o Review and cut unnecessary subscriptions

« Consider a side hustle or overtime
opportunities

« Save windfalls like tax refunds and bonuses



Benefits of Homeownership
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Wealth Building

Your home can be a significant asset,
typically appreciating in value over
time and building long-term equity.
Each mortgage payment increases
your ownership stake.
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Tax Advantages

Benefit from potential tax deductions
on mortgage interest and property
taxes, which can significantly reduce

your overall taxable income each year.
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Stability & Freedom

Gain control over your living
environment. Personalize your space
and enjoy protection from rising rents,
providing long-term housing cost
stability.



Quantifying the Financial Upside of Homeownership

Beyond stability,homeownership offerssignificantfinancialadvantagesoverrenting,buildingwealthandprovidingtaxbenefits.Let's
look at the numbers for a typical first-time homebuyer.

$12K $3K $5K

Annual Appreciation Principal Paydown
Potential Tax Savings

Based on a 4% average annual home value In the first year of a typical mortgage, you Through deductions for mortgage interest

increase on a $300,000 home, your could pay down roughly this amount of and property taxes, homeowners can often
property could gain this much in value your loan's principal, increasing your equity save this amount or more annually,
each year, contributing directly to your net and reducing your debt. reducing their overall tax burden.
worth.

In total, a homeowner could see an average annual financial benefit of $20,000 from appreciation, principal paydown, and tax savings
—money that is typically not gained when renting.



[ MORTGAGE ESSENTIALS

Mortgage Basics:

I
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Pre-Qualification vs. Pre-
Approval

Pre-qualification is an informal
estimate based on self-reported
information. Pre-approval involves a
thorough review of your finances,
credit check, and documentation.
Sellers take pre-approved buyers
seriously—it shows you're a qualified,
motivated buyer ready to close.

What You Need to Know

®

First-Time Buyer Loan
Options

FHA loans:3.5% down, flexible credit
requirements. Conventional 97: 3%
down for qualified first-time buyers.
VA loans: Zero down for veterans and
active military. USDA loans: Zero down
for rural properties. Each has unique
benefits and eligibility requirements.
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Interest Rates & Amortization

Even a 0.5% difference in interest rate
significantly impacts your monthly
payment and total cost over 30 years.
Amortization schedules show how early
payments are mostly interest, while
later payments build equity faster.
Understanding this helps you decide
between loan terms and payment
strategies.



The Role of Real Estate
Professionals
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Market Expertise

REALTORS® provide invaluable knowledge of local markets, neighborhood
trends, pricing strategies, and upcoming developments that affect property
values.

02
Skilled Negotiation

Experienced agentsnegotiate on your behalf, handling counteroffers, repair
requests, and contingencies to protect your interests and investment.

03
Transaction Management

Your agent coordinates inspections, appraisals, paperwork, and
communications between all parties, ensuring deadlines are met and nothing
falls through the cracks.

04
Finding Your Agent

Make sure your agent is an expert in the field, someone who has a lot of
experience as this is the largest transaction you will ever have financially in
your life. Key factors to look for in an agent are?

*Experience
* Availability
*Customer Service
*Negociation Skills

*Systems and staff to provide you the best experience




Navigating the Home Search & Evaluation

MLS Listings Strategy

Multiple Listing Service (MLS) platforms offer powerful search
tools. Be careful using places like realtor.com or zillow.com as
they sell leads to realtors and aren't required to keep their
websites up to date. So you may find homes that sold years ago
but are still there to help them generate lead from potential clients
they can sell. Create filters for your must-haves: location, price
range, bedrooms, bathrooms, and square footage. Set up alerts
for new listings matching your criteria. Prioritize needs over
wants, but remain flexible—the perfect home may surprise you.
Your agent should be able to walk you through each step of this.

What to Watch During Showings

e Foundation cracks, roof condition, and water damage signs
e HVAC age, plumbing issues, and electrical system capacity

o Neighborhood noise levels, traffic patterns, and amenities

« School districts, commute times, and future development
plans

Understanding HOAs

Homeowners Associations charge monthly or annual fees
covering maintenance, amenities, and insurance. Review HOA
rules carefully—they may restrict renovations, rentals, or parking.
Professionally managed HOAs typically maintain properties
better than self-managed communities.


http://realtor.com/
http://zillow.com/
http://zillow.com/

PURCHASE PROCESS

Making an Offer & The Purchase Process

Crafting Your Offer

Work with your agent to determine a
competitive price based on comparable
sales. Include contingencies for
inspection, appraisal, and financing.
Earnest money (typically 1-3% of
purchase price) shows seller
commitment. In competitive markets,
consider escalation clauses or flexible
closing dates.

Inspection & Appraisal

Professional home inspections reveal
hidden issues before you commit.
Remember inspectors are paid to find
things that are wrong with the property
so there will be a 60+ page report on
each property. We will review the report
thoroughly and negotiate repairs or
credits on the major items found in the
inspection. The lender-required appraisal
ensures the home's value supports the
loan amount. Low appraisals may
require renegotiation or additional cash.

Escrow & Closing

During escrow, title searches verify
ownership, and final paperwork is
prepared. Review closing disclosures
carefully—they detail all costs and loan
terms. The final walkthrough confirms
the home's condition. At closing, you'll
sign documents, transfer funds, and
receive the keys to your new home!



First-Time Buyer Assistance & Resources

Down Payment Assistance

Numerous national and state programs
offer grants, forgivable loans, and
matched savings for qualified first-time
buyers. Colorado Housing and Finance
Authority (CHFA) provides down payment
assistance and competitive rates. Many
cities and counties offer local programs—
research options in your target area.

FHA/VA Loans

Government-backed loans, like FHA and
VA loans, offer more flexible qualification
criteria, lower down payments, and
competitive interest rates for eligible first-
time homebuyers and veterans. These
programs are designed to make
homeownership more accessible by
reducing financial barriers.

Tax Credits & Incentives

First-time homebuyers may qualify for
various tax credits and incentives at both
federal and state levels. These benefits
can reduce your tax liability, making
homeownership more affordable. Consult
with a tax professional to understand all
available deductions and credits for which
you may be eligible.



Your Path to
Homeownership
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Starts Here

Prepare Financially

Connect with a knowledgeable
REALTOR®), trusted lender,and
experienced home inspector.The
right team makes the process
smoother and protectsyour
investment.

Stay Informed

Partner with Experts

Review your credit,calculate
yourbudget, and start saving
aggressively. Understanding your
financial position gives you
confidence and negotiating
power.

Leverage educational resources, attend workshops, and ask questions at
every stage. Knowledge empowers better decisions throughout your

homebuying journey.

Take action today: Get pre-approved, start your home search with

confidence, and use trusted resources to guide your decisions. Buying your

first home is an incredible milestone—celebrate the journey and embrace

your new beginning!



Ready to Take the Next Step?

Connect with Carter Pettit for personalized guidance on your
home ownership journey. Your dream home is closer than you think!
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Call Carter Directly
801-529-7517
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Email Carter®

carterpettit1@gmail.com



