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IS ITTIME TO GET OFF THE FENCE

AND START BUILDING EQUITY?
[

Recently, home prices rose 14.6 percent across the U.S. — the highest spike seen in over 30 years. If you're a homebuyer,
this means two things: First, buying before the next price increase can keep housing affordable. Second, and most
important, buying sooner gives you the chance to increase your net worth simply by owning a home and benefiting
from current boosts in home equity.

So, is it time to get off the fence and make a decision about buying?

With the exception of living rent-free, you're always going to be paying someone’s mortgage — yours or your landlord’s.
But owning a house gives you an advantage. Homeownership is an automatic way to increase wealth without any extra
effort. Some call it a “forced savings plan,” where your monthly mortgage allows you to build up your family’s net worth.

[

Paying your mortgage each month means:

e You're paying off part of the debt you took out to buy your house.
e Every month that goes by, you own even more of your house.
e This is your home equity.

Homebuyers who purchase before the next housing price increase can see payoffs:

e |et's say you buy a nearly $300,000 median-priced home this year.

e |f you only look at the projected increase in the price of that home, how much equity will you earn over the next five
years?

e Since home prices are predicted to rise by an average of 8.7 percent a year, you'll have gained $26,100 in equity in
just one year.

e QOver a five-year period, your equity could increase by more than $130,000, depending on the market.

[

What could you do with an extra $130,000? Becoming a homeowner and using your house as “forced savings” is an easy
way to find out. In just a few years, you could build up more than enough equity to cash out for home renovations, debt
consolidation, school tuition, and weddings or vacations. Continuing to rent only allows your landlord to keep building
their equity — and their net worth.




9 FINANCIAL, NON-FINANCIAL & ECONOMIC
REASONS TO BECOME A HOMEOWNER

]

Is buying a home actually worth it? There are at least 9 payoffs you can expect to see in the first year:
Non-financial benefits of homeownership include:

1. Better mental health. According to a recent National Association of REALTORS® (NAR) report, “The personal
satisfaction and sense of accomplishment achieved through homeownership can enhance psychological health,
happiness, and well-being for homeowners and those around them”

2. Increased pride and security. For a first-time buyer, there's peace of mind in having a place of your own. You can also
update, customize, and renovate to meet your unique needs and suit your tastes.

3. More community connection. \When you own a home, you own part of a neighborhood. Becoming a homeowner

gives you stronger ties to your neighbors and community and may help to increase your civic engagement.

Financial benefits of homeownership include:

1. Boosted savings. Remember, you can think of your mortgage as a forced plan for savings. Every monthly payment
reduces your loan principal and ups your investment.

2. Higher net worth. A homeowner's total net worth is 40-times that of a renter. Automatically increasing your net
worth through homeownership gives you financial freedom and opportunities to invest.

3. More security. Some of the biggest financial benefits of owning your own home include home value appreciation,
rising equity, and a more stable monthly housing expense. Homeownership proves to help increase your wealth and

improve your financial standing.

Economic benefits of homeownership include:

1. Greater spending on housing. Expenditures related to housing are a strong economic driver throughout the U.S.,
accounting for over a sixth of our nation’s economic activity in the last 30 years.

2. Long-term stability. Rent prices are rising in most states. A fixed monthly mortgage that's often less or equal to
a monthly rent payment (likely with today's low rates) gives you the chance to add to your savings and to protect
yourself against inflation.

3. Support for entrepreneurship. Since homeownership works as a type of forced savings, it can spur entrepreneurial
endeavors. “Owning a home enables new entrepreneurs to obtain access to credit to start or expand a business and

generate new jobs by using their home as collateral for small business loans,” the NAR report also states.

While it's true that homes are slightly less affordable than they were a year ago, when mortgage rates hit rock bottom in
the pandemic, rates are still historically low. Compared to the peak rates seen in the 1980s, a monthly mortgage payment
today may be over a thousand dollars cheaper. So, this means homeownership is within reach. It's still more affordable

to buy right now in most markets than it was before the housing bubble and crash. In fact, buying a home now is a smart
move if you want to lock in a lower monthly payment and build your equity as housing prices rise.



25 OF YOUR BIG

MORTGAGE QUESTIONS
ANSWERED, ALL IN ONE PLACE "
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One of the worst things you can do when you're buying a house is to go into your mortgage blind. Questions are your
number one comparison tool. You can quickly suss out a lender, or a loan product, based solely on what you ask and the
answers you get back.

You also can't shock your loan officer. They've heard it all before. Count on the fact that your loan officer has answers to
all the everyday, and even the uncomfortable, mortgage questions you may be too afraid to ask. If you don’t ask, you
could be leaving money on the table. While many buyers skip this step, taking the extra time to comparison shop and ask
guestions could save you upwards of $75,000 over the life of your mortgage.

Getting the answers to 25 of the top mortgage questions can prep you to make your smartest pick:

[]

1. How can I find out how much home | qualify for?:

e You can use our quick online prequalification to work with a loan officer and find out approximately how much you
can borrow before you start shopping for a house.

e Once you have that number, you can provide more information and allow your loan officer to run your credit report
to verify your assets and income.

e Your loan officer can also help you obtain a complete written credit approval, subject to an appraisal, before you

make an offer on a house.

There's a difference between being preapproved and prequalified. When you're prequalified, you've given your mortgage
lender all the basic info they need to help you determine what loan program and what amount you may prequalify for.
When you're preapproved, your mortgage lender will have collected and verified the necessary documents to move the
loan forward to underwriting and approval.

[]

2. Is there anything | shouldn’t do before | get prequalified?*

e Don't start shopping for a new home yet.
e Don't get behind on your bills or make late payments.

e Don't pack or ship any important documents, such as tax returns, bank statements, pay stubs, and W-2s.

*Avoiding these actions before and during the financing process can prevent any unnecessary confusion.



Prequalifying for your home loan before you begin shopping for a house can save you hours of unneeded stress and
heartache. When you know how much house you can afford in advance, you can meet with your realtor, well-informed
and ready to make an educated buy. In eyes of a seller, a prequalified homebuyer also appears more motivated.

]

3. Is there anything | shouldn’t do while I'm getting prequalified?*

e Don't suddenly pay off all your debts.
e Don't apply for new credit cards.
e Don't change jobs, become self-employed, or quit your job.
e Don't co-sign a loan with someone.
Prequalification can be easy, but it's after you get preapproved and a loan progresses that your lender is required to pull a

refreshed credit report before closing to check for any new debt. So, any major changes in your finances could delay your
loan closing — or even result in a denial despite an earlier approval.

]

4. What are income and debt ratios?

¢ Income ratio: Your total monthly housing expense divided by your pre-tax monthly income.

e Debt ratio: Your total monthly housing expense plus any recurring debts, i.e., car payments, monthly minimum
credit card payments, and other loan payments, divided by your monthly income.

e Standard loan underwriting guidelines suggest a max 28 percent income ratio and 36 percent debt ratio, which may
vary based on personal finances, loan program, and down payment.

Not taking on any debt and paying for everything with cash seems like a logical choice if you feel you can't afford your
lifestyle, but no credit also means bad credit in the eyes of a lender. So, it's a good idea to open at least three credit card
accounts and make occasional buys.

[]

5. What are cash reserves?

e Cash reserves: The extra funds available to you after your loan closes.

e These funds reflect your ability to make monthly mortgage payments, and different loan programs may have
different cash reserve requirements.

e To estimate your ability to pay your monthly mortgage, it's ideal to set aside about 28 percent of your
monthly income.

For many people, a debt-to-income ratio between 25 percent and 32 percent of your income is manageable. But keep in
mind that relying on a higher percentage of your monthly income could put you at risk if you have a big financial change,
like rising insurance costs or loss of employment.

[]

6. Canl get a home loan with no job?

e Depending on your financial situation, you may have to scale back.

e After a job loss, your loan officer will recalculate your earnings, submit a new mortgage application, and provide
you with new options.

e You might qualify for a smaller loan and get to buy a house in that price bracket. Or, you may still qualify for the
same loan amount if you have more than one job or a low debt-to-income ratio.



More than anything, it's important to be honest. That's what your loan officer is there for. Failing to disclose that you lost
your job before closing could increase your risk of loan default and foreclosure -- both in the real world and in the eyes of
your lender.

[]

7. Does my husband/wife have to be on the loan or deed?

e Having a spouse as a co-borrower on a mortgage can help to improve your odds of qualification based on credit
score, employment history, and income.

e But in some cases, you may have a better outlook by keeping your partner off the loan if their debt or credit score
could hurt you.

e |nthe U.S., you aren’t required to apply for a mortgage in both married names. Bear in mind that your
non-borrowing partner may still need to get a credit check during the mortgage process.

Adding your partner's name to your mortgage in the future is possible. You can contact your loan officer with this request,
and they'll either decline or accept by making a mortgage modification. Refinancing your mortgage - taking out a new
loan to replace your current mortgage - will also allow you to apply again as co-borrowers.

]

8. How do | take an ex off my mortgage if | get divorced?

Two options are frequently used to come to a resolution:

1. Sell your house.

2. Have one spouse buy out the other.

Selling and dividing the profits is an easy way to resolve the issue of homeownership after divorce. If one partner prefers
to keep the house, the spouses will need to settle on a buyout figure —i.e., the home's appraised value minus the cost of
selling to equal the amount of leftover equity split between both parties. The spouse keeping the home may then decide
to use a mortgage refinance to pay the buyout. Purchasing back a home with this option will remove the other partner
from the home's title.

[]

9. What is mortgage insurance?
e This insurance helps protect the lender if a borrower forecloses on their property.
e Borrowers pay for the mortgage insurance, allowing lenders to grant loans they might not have otherwise.

e Mortgage insurance may be required on some loans when a down payment is less than 20 percent.

Pay monthly mortgage payments on time, and soon enough, you'll reach that sweet spot where the principal balance of your
mortgage falls to 80 percent of the original value of your home. Once that happens, you're permitted by federal law to cancel
your PMI. Increasing property values can be a big help in getting you to that 80 percent LTV (loan-to-value) faster.
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10. What are mortgage points?

e Also called discount points, mortgage points work as a one-time fee you can opt to pay if you'd like to get a
lower interest rate.

e One mortgage point equals one percent of your total loan amount and may drop your interest rate one-eighth
to one-quarter percent lower.

e You can check if you're getting a good deal on a loan by comparing the cost of some of the most common
lender fees for application, appraisal, credit report, document prep, inspection, loan origination, notary, title
search, and more.

These loan fees may seem like small potatoes compared to the everimportant interest rate, but they're a great indicator
for finding a good mortgage loan from a fair lender. Lenders are also required to provide a free written fee estimate for
any of the costs listed above.

]

11. What's an APR?

e Annual Percentage Rate: The cost of your total loan credit calculated into an annual interest rate, also called APR.

e The APR includes loan points and other prepaid finance charges to reflect the true yield on the loan, which is why
the APR is normally higher than a loan interest rate.

e To check that you're getting the most competitive loan, you can compare “apples to apples,” or APR to APR, on
different loan programs.

After you've applied for a home loan, you can expect to receive a Loan Estimate (LE) from your lender. If you applied
for more than one type of loan, an LE will be broken down for each loan type. You can use this handy trick to separate
the good from the bad when choosing a mortgage: Compare a loan's APR to its advertised interest rate. An APR that's
noticeably higher than the interest rate on a loan may be a red flag that added costs are attached.

[]

12. Can |l “lock in” my interest rate?

e Definitely. Get in touch with your loan officer, and they can lock in the interest rate you were quoted.

e You'll be provided with a written rate lock agreement, detailing interest rate, loan terms, and time period
for the rate lock.

e You could use a rate shield to lock your rate for up to 270 days, with the option to float down to a lower
rate if rates drop within 45 days of closing.**

Once you're prequalified and receive your rate quote, make sure you get a full, written term sheet that shows the interest
rate, loan term, total monthly payment (including insurance and taxes), total cash-to-close, and line item list of closing
costs before you lock your rate with a lender.

**Upfront fee required based on length of extended rate lock term.



13. What's prepaid interest?

e Prepaid interest on a mortgage is paid in advance at closing.
e |t covers the gap between the date you close on your loan and when your first monthly payment is due.
e Depending on when you close, you may pay prepaid interest that has accrued for the days left in the
month — the interest accumulated from May 15 to May 31, for example.
When asking about interest, take a moment to talk to your lender about other out-of-pocket expenses, like down

payment, closing costs, and loan-related fees. Other expenses that come with buying a house may include: taxes,
homeowners' association dues, utilities, homeowner’s insurance, and any home improvements you want to make.

[]

14. Can | still get a mortgage if | have bad credit?

e Having good credit helps to get a more competitive mortgage rate, but you don’t need perfect credit to buy.
e |f you have a low credit score or have filed bankruptcy in the past, you can work toward improving your credit.

e Checking your free credit report yearly can help you keep tabs on your financial status and catch any problems
that pop up early on, like errors or fraud.

If you have a great credit score, then use it. You're more likely to get a better mortgage rate. If you need to take some
time to repair your credit, take heart because it shouldn't take long. Most of the time, a good credit score is good enough
to help you find a great rate.

[]

15. What happens to my mortgage when I file for bankruptcy?

e |egally, a mortgage lender can’t punish you for filing bankruptcy by changing your loan terms or raising your rate.
e Some homeowners filing for Chapter 7 bankruptcy may be at risk of losing their home.

e Homeowners filing for Chapter 13 bankruptcy may be permitted to keep their house and continue paying their
mortgage.

This is the time to call or sit down with your loan officer. They're always there to help. Your loan officer will find ways to
work with you, with options to modify or reaffirm your loan, so you can keep paying on and living in your house.



16. Does it matter if | owe back child support?

e Child support arrears can show up as a negative mark on your credit.

e Back child support that has reached the collection or judgment phase may make you look like a greater risk
to a lender.

e Talking openly with your loan officer, as well as discussing the ways you're trying to pay down the debt,
could improve your odds of loan eligibility.

To show how you're managing your debt, your loan officer may ask for a court-approved repayment plan or proof of
payment. Paying the debt in full can also ease the burden on your credit and will make you eligible for mortgage programs
like FHA and VA that require either a formal child support arrears repayment plan or total payoff.

(]

17. | just got a new job. How does this impact getting a mortgage?

e Most loan programs are looking for a two-year job history in the same field.
e But changing jobs to move to a better position could be seen as favorable.

e For recent college grads, you may still be able to get a home loan without a two-year work history.

If you've recently transitioned from conventionally employed to self-employed, your loan officer may ask for extra
documents to move you through to mortgage approval, including your 1099 for the last two years, Form 1120S or K1,
personal and business tax returns for the last two years, proof of self-employment, and a current balance sheet and
profit/loss statement.

(]

18. Why do you need to know where the money deposited in my account comes from?

e During the mortgage approval process, large deposits unrelated to your earnings require some explanation.

e An underwriter will typically ask for verification on a significant deposit to ensure it came from an acceptable source.

e Confirming a large deposit is also a way for an underwriter to find out if you've taken on a new loan or line of credit,
potentially affecting your debt-to-income ratio and the loan amount you can afford.

If taking on a new loan or credit line can't be avoided, talk to your lender before you make it official. Your loan officer can
help you figure out what to do so that your home loan is the least negatively affected.

10



19. Do | have to keep the realtor | started with?
If you're unhappy with the service you've received from your realtor, you can:

e Go to the brokerage and request another agent.
e Select another agent from another brokerage.
e Ask your loan officer for a Realtor Partner referral.
In some cases, an early termination fee may be required in your listing contract. Many agents would also appreciate

an honest conversation or email. It's possible problems or miscommmunications could be resolved before a breakup is
needed. But either way, it's well within your right to switch realtors while in escrow without providing an explanation.

[]

20. What are closing costs?

e The extra costs paid at closing may include attorney fees, prepaid interest, insurance fees, documentation
fees, and more.

¢ Closing costs may vary by borrower based on your mortgage loan type, property location, and other factors.

e You can find your closing costs broken down in your Closing Disclosure (CD), provided by your loan officer at
least three business days before your expected closing date.

Closing costs may range from 2 to 5 percent of your purchase price. The buyer and the seller are both responsible for
paying different costs at closing. As a buyer, you can also ask a seller for closing cost assistance as part of your offer on a
house. Making this request could save you up to $15,000.

[]

21. What should I bring to closing?

¢ Closing normally takes place at the title company.

e You and any other borrower listed on your mortgage agreement will need to bring in a valid driver’s license.

e Any funds needed at closing must be brought as a wire transfer or cashier’s check made out to the title company.
You'll have access to your funds on the day you close on your loan — when you've officially bought a house. Sign your

closing documents, and you take ownership of your home loan and become the proud owner of a new house. Cue the
happy dance.



22. Will my mortgage be sold to another company after | buy a house?

e |t's likely. Since a mortgage is paid back slowly, normally over a term of 15 to 30 years, mortgage lenders
aren't always able to service every home loan they fund.

e |[f they did, these outstanding balances could add up to billions of dollars in available funds.

e That's why borrowers' loans are often bundled and sold to investors, normally based on risk level.
Government agencies like Freddie Mac and Fannie Mae are frequent investors.

Selling a loan to a servicing company is one way many lenders stay in business: It frees up the funds a lender needs to
take on new borrowers, and it allows a lender to continue to offer affordable loan programs with competitive rates. VWWhen
a servicing company takes over, there's little to worry about on your part. Your mortgage terms and payment (with the
exception of adjustable-rate interest) will remain the same, and you'll pay to a new company each month.

[ ]

23. What do | do when the mortgage company loses my payment?

e |f your payment has been lost in the mail, or if you think your mortgage company or loan servicer has lost your
payment, it's important to contact their customer service number or servicing number immediately.

e Your lender will be able to help you track down your payment and get it properly credited to your account.
e Assuming you paid by check, contact your bank to see if your check has cleared and have that information handy.
If a check was lost in the mail, contact your bank directly to stop payment. Then contact your servicing company to let

them know about the situation and that you'll be sending another payment. Making payments online and checking that
each monthly payment goes through can prevent miscommunications and keep your loan from going into default.

[]

24. |didn’t pay my property taxes, and | received a letter from my lender. What do | do?

e Homeowners pay property taxes to fund county and municipal services.

e |f you didn't or couldn’t pay your property tax bill, your local tax office will begin charging monthly interest. You
may also be charged penalties for overdue payment.

e |f this continues, a tax lien will be placed on your property, indicating that you can’t sell your home until the tax
bill is paid.

If you've received a tax notice or a letter from your lender, it's important to contact both a tax attorney and your loan
officer as soon as possible. Failing to pay property taxes is considered an “event of default” and could put you at risk for
foreclosure, even when making monthly mortgage payments. Your loan officer can walk you through the relief options to
get you back on track.

[]

25. I'm in over my head and can’t make my mortgage payment. What should | do?

e Contact your lender first: They want to help you keep your home as much as you do.
e Your loan officer can help you better understand your financial situation and offer solutions.

e Your loan officer will ask for more information about your financial hardships, like why you can no longer make
your payment and whether the circumstances are permanent or temporary.

No matter what curveballs life throws at you, your loan officer is ready and available. They can help you explore options
like mortgage refinance, loan modification, a repayment plan, mortgage assistance programs, COVID-related forbearance,
or short-selling your home before more extreme actions are needed, like foreclosure or bankruptcy.



DO THIS FIRST IF YOU WANT
TO BUY A HOUSE THIS YEAR

[ ]

Right now, homebuyers far outnumber available homes in most parts of the U.S. This can quickly heat up market
competition. When a market's competitive, buyers need more leverage. One smart way to show sellers you're serious,
and to beat out other bidders, is to get prequalified before you ever start hunting.

Getting prequalified for a mortgage early on has its benefits:

V' Once you get prequalified, you'll know how much house you can afford to buy.
V' Having a clear picture of your housing budget can give you assurance.
V' You'll know whether or not the monthly mortgage payments on your dream home make financial sense.

After you've selected your lender, it's time to take the first and most important step as a homebuyer:

V' Fill out your loan application (and save time by doing it remotely).
V' Provide your important financial info that includes your debt, credit, residential, and employment history.
V' Then learn how much home loan you qualify for in minutes.

Getting prequalified is the most important step you can take to look attractive to a home seller by showing them you're a
buyer prepared to close the deal. When your offer is accepted, early prequalification is also likely to speed your mortgage
process along.

Here's another perk that comes with early prequalification: Using the same app you used to get prequalified, you can
generate your own prequalification letter on-demand from your Borrower Portal. Self-generated prequalification letters
give you the power to negotiate, strengthening your offer on a house.

It still is, and it will always be part of our American Dream. Understanding the ins and outs of homeownership makes
you more than ready to take on a mortgage and start reaping benefits a lot earlier than you might have expected. People
guestion if today’s homeowners are getting the same advantages as previous generations of homebuyers. But the
numbers show that waiting to buy is hurting renters in the long run, and even brand-new homeowners are seeing major
boosts in equity.

For educational purposes only. Please contact your qualified professional for specific guidance.
Sources are deemed reliable but not guaranteed.
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4. "Survey of Consumer Finances.” Federal Reserve, 2020.

5. Apartment List National Rent Report, 2021.

6. MBS Highway payment estimate, 2021. Rates listed are for illustrative purposes only.
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HOME LENDING

TO TAKE THE FIRST STEP, CONTACT A LOCAL LOAN OFFICER

We're here to do whatever we can to help you buy a house — and get
your questions answered. [Click here to reach out right now.

Cornerstone Home Lending, Inc. | Company NMLS 2258 | Not a commitment to lend. Borrower must meet qualification criteria.
This information is meant to be a guide showing the financing process. Not all transactions may follow the illustration or steps listed due to the
requirements and pro specific to the type of home loan a borrower qualifies for. Equal Housing Opportunity.


https://www.houseloan.com/loanfly/#contact

