How to Buy Your First Home

Purchasing a home is one of the most significant financial and emotional decisions

you will ever make. Whether you are just beginning to dream about homeownership
or you are ready to take the first concrete steps, this guide will walk you through
every stage of the process, from getting your finances in order to holding the keys

to your new front door.

This guide is designhed specifically for first-time home buyers navigating the

American real estate market. You will find practical advice, clear explanations of key

terms, and a realistic timeline to help you plan your journey with confidence. The
process can feel overwhelming at first, but broken down into manageable steps, it

becomes far more approachable.
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Financial Preparation Know Your Market Get Pre-Approved

Save for your down Research neighborhoods, Choose a lender, explore
payment, improve your meet an agent, and define loan options, and start
credit, and understand your must-haves. scheduling showings.
your budget.
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Make an Offer Escrow & Closing

Submit your offer, negotiate, and sign Complete inspections, appraisals, and

the purchase contract. finalize your loan before closing day.



Step 1: Start Your Financial Preparation

Before you tour a single property or compare mortgage rates, you need to build a
solid financial foundation. Buying a home is not just a purchase; it is a long-term
commitment that comes with ongoing costs far beyond your monthly mortgage
payment. Starting your financial preparation early, ideally 12 or more months before
you plan to buy, gives you the best possible chance of qualifying for favorable loan
terms and entering the process with confidence.

The first priority is saving for your down payment, which is typically 20% of the
purchase price. While a full 20% down payment is not always required, putting
down more reduces your monthly payment, lowers your interest rate, and helps you
avoid private mortgage insurance (PMI). Additionally, you will need to save 2-5% of
the purchase price to cover closing costs at least six months before you begin
shopping. These costs are easy to overlook, but they are real and non-negotiable.

Beyond savings, take a hard look at your complete financial picture. Review your
debt-to-income ratio (DTI), check your credit reports for errors, and begin paying
down outstanding balances. Also factor in recurring costs of homeownership that
renters typically do not face, including property taxes, homeowners insurance, and
ongoing maintenance expenses. Knowing these numbers upfront helps you set a
realistic home price range before you fall in love with a home you cannot afford.

Key Savings Targets Smart Habits to Start Now

e Down payment: 3% - 20% of ¢ Automate monthly transfers to a
purchase price dedicated savings account

Closing costs: 2% - 6% of e Avoid opening new lines of credit
purchase price e Pay all bills on time, every time

Emergency fund: 3-6 months of « Reduce your credit utilization below
expenses 30%

Moving costs: $1,000 - $5,000+ « Review your credit report at
AnnualCreditReport.com




Understanding Down Payments, Closing
Costs & Key Financial Terms

One of the most persistent myths in home buying is that you must have a 20% down
payment. While putting down 20% has real advantages; lower monthly payments, better
rates, no PMI, it is far from the only path to homeownership. Many first-time buyers
successfully purchase homes with as little as 3% down on a conventional loan, 3.5%
with an FHA loan, or even 0% down with VA or USDA loans.

Closing costs are another area that surprises many buyers. These are the fees and
charges you pay at the end of the transaction to finalize the loan and transfer ownership.
They typically range from 3% to 6% of the total home value. On a $200,000 home, that
could mean paying anywhere from $6,000 to $12,000 at closing. Before closing day, your
lender is required to provide a Closing Disclosure, a document that itemizes every cost.
Read it carefully and ask questions about anything that is unclear.
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Down Payment Closing Costs

A large one-time payment toward the Fees paid to finalize your loan. Usually

home purchase. Ranges from 0% -
20%+ depending on loan type. Larger
down payments typically mean better
rates and no PMI requirement.
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PMI

Private Mortgage Insurance is
required on conventional loans when
you put less than 20% down. It
protects the lender, not you. It can be
removed once you reach 20% equity
in the home.

3% - 6% of purchase price. Includes
appraisal fees, title insurance, lender
fees, and more. Itemized in your
Closing Disclosure.
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DTI Ratio

Debt-to-Income Ratio compares your

monthly debts to your gross monthly
income. Most lenders require a DTI of
50% or less. Lower is better - aim for

under 36% for the best terms.



Your Credit Score: The Foundation of Your
Mortgage

Your credit score is one of the most powerful numbers in the home-buying process. It signals
to lenders how reliably you manage debt, and it directly influences which loans you qualify
for, what interest rate you receive, and how much you will ultimately pay over the life of your
mortgage. Even a small improvement in your credit score - say, from 680 to 720 - can translate
into thousands of dollars in savings over a 30-year loan.

Most lenders require a minimum credit score of at least 620 to qualify for the majority of loan
types. However, a score above 720 will generally unlock the best available rates and terms. If
your score is currently below where you would like it to be, take heart, you can improve it
with consistent effort over 6 to 12 months. Pay down credit card balances, make all payments
on time, avoid opening new accounts, and dispute any errors you find on your credit reports.

It is also critical to avoid making any major financial moves during the home-buying process.
Taking out a new car loan, financing furniture, or even applying for a new credit card can
temporarily drop your score and disrupt your mortgage approval. Stay the course financially
until the ink is dry on your closing documents.

What Makes Up Your Credit Score Credit Score Benchmarks
o,
- 35% Below 580 580 - 619
Payment History Poor — limited Fair — FHA may be
options, higher available

— 30% rates

Amounts Owed

620 - 719 720+
o,
- 15% Good — qualifies Excellent — best
Length of Credit History for most loans rates and terms
O 10%
Types of Credit
O 10%

New Credit Inquiries



Step 2: Get to Know Your Market

Once your finances are in order, it is time to turn your attention outward, to the neighborhoods,
property types, and market conditions that will shape your search. This phase of the process is
equal parts research and intuition. You want to gather data, but you also want to spend time in the
places you are considering so you can develop a real feel for where you might be happy living for

years to come.

Start browsing homes online through sites like Zillow, Realtor.com, or Redfin. Save listings that
appeal to you and pay attention to patterns - what price ranges are you seeing for homes that
match your wish list? How long are homes sitting on the market before going under contract? Are
prices trending up or down in your target areas? Attending open houses is one of the most
valuable things you can do at this stage, even if you are not ready to make an offer. It gives you a
tangible sense of what your budget will buy in different neighborhoods.

This is also the time to find a real estate agent you trust. A great agent is far more than a door
opener; they are your guide, advocate, negotiator, and connector throughout the entire buying
process. Look for someone with deep knowledge of your target market, strong communication
skills, and a track record of working with first-time buyers. Ask for referrals from friends and family,
read online reviews, and interview at least two or three candidates before committing.
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Browse Homes Online

Set up saved searches and listing alerts so you
are notified the moment new homes matching
your criteria hit the market. Study price trends
and days-on-market data to understand supply
and demand.

Hire a Real Estate Agent

Find an experienced local agent who specializes
in working with first-time buyers. They will
connect you with inspectors, lenders, and
attorneys while guiding you through every step
of the process.

Visit Open Houses

Walk through as many homes as possible to
calibrate your expectations. You will quickly
learn what your budget gets you in different
neighborhoods and refine your must-have list
accordingly.
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Define Your Must-Haves

Make a ranked list of priorities: number of
bedrooms, school district, commute time, yard
size, and more. Share this list with your agent so
they can focus your search on the homes that
truly fit your life.

) ' Timeline: Begin this phase 4-5 months before your target purchase date. Keep a close
eye on your spending and avoid any major financial changes during this window.



Step 3: Get Pre-Approved & Explore Your Loan
Options

Getting pre-approved for a mortgage is one of the most important steps in the home-
buying journey. A pre-approval letter from a lender tells sellers that you are a
serious, qualified buyer who has already been vetted financially. In competitive
markets, making an offer without a pre-approval letter can put you at a serious
disadvantage. Most pre-approval letters are valid for 60 to 90 days, so time your
application accordingly.

To get pre-approved, you will typically need to provide bank statements, recent pay
stubs, W-2 forms, and tax returns. If you are self-employed, expect to submit
additional documentation including two years of tax returns and profit-and-loss
statements. Your lender will pull your credit report and evaluate your DTI, income
stability, and overall financial health before issuing the letter.

Choosing the right loan type is just as important as choosing the right home. The
mortgage landscape offers several distinct options, each tailored to different buyer
profiles and financial situations. Understanding the differences will help you have
more productive conversations with your lender and ensure you select the loan that
best fits your circumstances.

=% Conventional &« FHA Loans .2 VA Loans «=-- USDA Loans
Loans Insured by the Exclusively for Designed for
Backed by Fannie Federal Housing veterans, active- buyers in eligible
Mae or Freddie Administration, duty military rural and
Mac, conventional FHA loans have members, and suburban areas,
loans are the most more flexible qualifying USDA loans offer
common mortgage credit surviving 0% down payment
type in the U.S. requirements and spouses. VA loans options. Income
They are available a minimum down require no down and location
with as little as 5% payment of just payment and are eligibility rules
- 20% down and 3.5%. A popular insured by the apply, but for
offer flexible choice for first- Department of those who qualify,
terms. Best for time buyers with Veterans Affairs, this is an
buyers with strong lower credit one of the most exceptional
credit and stable scores or limited powerful home- program.
income. savings. buying benefits

available.



Step 4: Make an Offer & Negotiate

You have done your research, toured dozens of homes, and finally found the one
that feels right. Now comes one of the most exciting - and nerve-wracking - parts of
the entire process: making your offer. Working closely with your real estate agent,
you will craft a written offer letter that includes your proposed purchase price, your
name and contact information, the terms of the sale, and a deadline for the seller to
respond. Your agent will submit this letter directly to the seller's agent on your
behalf.

Most offers include an earnest money deposit - typically 2% to 3% of the purchase
price, which demonstrates that you are a serious buyer. If the sale proceeds, this
money goes toward your down payment and closing costs. If you back out without
a valid contingency, you generally forfeit the deposit. This is why making sure your
offer includes appropriate contingencies is so important.

Negotiations may take multiple rounds. Do not be discouraged if your first offer is
countered or even rejected - this is entirely hormal, especially in competitive
markets. Trust your agent's guidance on pricing strategy and negotiating tactics.
Know your limits, stay calm, and be willing to walk away if the numbers do not
work. The right home at the wrong price is still the wrong decision.

{74 Offer Accepted -] Counteroffer

Received

X Offer Rejected

Congratulations! Move The seller has

forward to the escrow
and inspection phase.
Your agent will guide
you through the next
steps immediately.

The seller proposes
different terms. Review
carefully with your
agent. You can accept,
reject, or make another
counteroffer — the
negotiation continues.

declined. You can
submit a revised offer
with different terms, or
move on and channel
your energy into
finding the next great
opportunity.



Step 5: Navigating Escrow: Inspections, Appraisals
& More

Once your offer is accepted and you enter the escrow period - typically 30 to 45 days - the work
truly begins. Your lender's underwriters will set a series of checkpoints to verify everything about
the loan, the property, and your financial status. This is often the most document-intensive period
of the entire process. Be prepared to respond quickly to any requests for additional paperwork.
Delays in documentation can push back your closing date.

The two most critical tasks during escrow are the home inspection and the appraisal. While lenders
do not typically require a home inspection, you should never skip this step. A qualified inspector
will thoroughly examine the property - checking the roof, electrical systems, plumbing, foundation,
HVAC, and appliances - and deliver a detailed report of any issues found. If serious problems are
identified, you have several options: ask the seller to make repairs, request a credit toward closing
costs, negotiate a lower purchase price, or, if you have an inspection contingency, walk away
entirely.

The home appraisal, on the other hand, is required by your lender. An independent appraiser will
assess the current market value of the home. If the appraised value comes in lower than your offer
price, your lender will only finance up to the appraised amount - meaning you would need to cover
the gap out of pocket, renegotiate the price, or walk away. An appraisal contingency in your offer
protects you in this scenario.

Day1-5 1
Open escrow, submit earnest money
deposit, provide lender documentation

2 Day 5-15
Schedule and complete home
inspection. Review results with your
Day 10-21 3 agent and request repairs if needed.

Lender orders home appraisal.
Appraiser visits property and delivers
valuation report. 4 Day 15-21

Underwriting review. Respond
promptly to all documentation
Day 28-30 5 requests. Shop and finalize

. . . . homeowners insurance.
Receive Closing Disclosure. Review all

costs carefully. Prepare certified funds
for closing day.



Preparing for the Move & Staying in
Communication

As your escrow period progresses and closing day approaches, there is a parallel set of
logistical tasks to manage that have nothing to do with paperwork or financing - but are
equally important to a smooth transition into your new home. Letting these details slip
through the cracks can turn an exciting closing week into a stressful scramble. Getting ahead
of them now will give you peace of mind when the big day arrives.

Start by contacting moving companies at least three to four weeks before your expected
closing date. Get multiple quotes, read reviews, and confirm availability. If you are currently
renting, review your lease carefully to determine how much notice you are required to give
your landlord - typically 30 to 60 days. File a change of address request with the United States
Postal Service and begin researching how to set up utilities (electric, gas, water, internet) at
your new address. Utility setup timelines vary, and you do not want to move in without power
or internet access.

Communication with your team during this period is absolutely critical. Your lender, real
estate agent, and escrow officer should all be kept in the loop as details evolve. Respond
immediately to any documentation requests from your lender or escrow - even a one-day
delay can push back your closing. Notify your lender of your preferred homeowners
insurance provider so they can be added to your loan documents. If there are any changes to
your employment, income, or financial situation during this period, inform your lender
immediately. Surprises at this stage can jeopardize your entire loan approval.

@ Book Your Movers W Update Your Address

Get at least three quotes from File a USPS change of address form
licensed moving companies. Book and notify your bank, employer,
early — weekends near the end of the subscriptions, and any government
month fill up fast. Confirm all details agencies of your upcoming move.
in writing.

@) Set Up Utilities G\ Finalize Home Insurance

Contact utility providers for electricity, 0 Your lender requires proof of
gas, water, and internet. Schedule homeowners insurance before
service start dates to align with your closing. Shop around, compare
move-in day to avoid any gaps in coverage options, and have your
service. policy in place at least a week before

your closing date.



Step 6: Close on Your New Home - You Made It!

Closing escrow is the culmination of months of planning, saving, searching, and paperwork,
and it is every bit as exciting as it sounds. Before you head to the escrow company's office to
sign your loan documents, you will complete a final walkthrough of the property, typically
within 72 hours of closing. This is your last opportunity to verify that the home is in the
condition you agreed to purchase it in.

Walk through every room carefully. Confirm that any repairs the seller agreed to make have
been completed to your satisfaction. Check that all included appliances are still present and
in working order. Look for signs of new damage, leaks, or pest activity. If you notice
something that was not addressed or that was not there during your previous visit, bring it to
your agent's attention immediately.

When it's time to sign your loan documents, you will sign a substantial stack of paper - loan
disclosures, the promissory note, the deed of trust, and more. Depending on the complexity
of your transaction, this process can take two to three hours. Bring a valid government-
issued ID, and come prepared with wire transfer confirmation for your closing costs and any
remaining down payment. Once every document is sighed and funds are transferred, the
deed will be recorded - and you will officially be a homeowner. Congratulations!

@
s

(Q Get Your Keys!

Sign Closing Paperwork Once documents are
Final Walkthrough Head to the title signed and funds are
Inspect the property one company's office with confirmed, the deed is
last time. Verify repairs, your ID and funds. recorded and the keys
check all systems, and Review and sign all loan are yours. Welcome
confirm the home is clear and transfer documents. home — you are officially
of the seller's belongings. Ask questions about a homeowner!

anything you do not

understand.

"The ache for home lives in all of us - the safe place where we can go as we are and not be
questioned." — Maya Angelou



