A BUYERS GUIDE

THINGS TO CONSIDER WHEN BUYING A HOME THIS FALL

Red Door Realty
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WRHY THIS FALL IS THE TIME TO BUY

4 Compelling Reasons You Shouldn't Wait to Buy a Home
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= . #1 Prices
{“E}g:‘?’/,&iﬁ Corelogic'slatestHomePrice ndexreportsthathomepriceshave appreciated by3.7% overthe
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eﬁ === lost 12months.Thesamereportpredictsthatpriceswillcontinue foincrease atarate of4.8%
;g g,gg overthe nextyear.Andhomevalueswillcontinue toappreciate.

#2 Mortgage Interest Rates

Freddie Mac'sPrimary Mortgage MarketSurvey showsthatinterestratesfora 30-yearfxed rate
mortgage havestarted foleveloffaround 4.3% Mostexpertspredictthatrateswillrise overthe
next 12months. The Mortgage Bankers Association, Fannie Mae, Freddie Mac, and the Nofional
Associotion ofRealtorsareinunison,projectingthatrateswillincrease bythistime nextyear,
Anincrease inrateswillimpact yourmonthly mortgage payment.
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#3 You're Paying a Mortgage Whether You Buy or

Rent
Renters: Is the reason you haven't bought a house yet because you
are uncomfortable taking on the obligation of a mortgage? Think
about it: You are paying a mortgage either way — either yours or the
landlord’s. Are you ready to put your housing cost to work for you?

#4 Your "Why"

What's your “why”?2 In other words, what's the real reason you are
buying? Whether you want to have a great place for your children to
grow up, greater safety for your family, or you just want to have control
over renovations, the right time to buy is when you are ready to buy.




What'sHappeninginthe Markete

This year, the unemployment rate dropped o 3.6% andwages are up to
3.2%. Due 1o these factors, the likelihood of a recession being right
around the comer as predicted earlier in the year is starting to lessen
according fo several economists and analysts across the country.,
Anthony Chan, Chief Economist of JP Morgan Chase, states, 'l feel really
comfortable that the economy is slowing down this year, but not going
into a recession...It doesn't look, to me, like the odds of a recessionin
2020 are there." Dean Baker, Senior Economist, states, "However, with
wages growing at arespectable pace, andjob growth remains healthy,
we should see enough consumption demand to keep the economy
moving forward. That means slower growth, but no recession.” If you're
fearful of buying due to arecession, you may want 1o think again. Renfs
continue fo go up significantly. If you look at the Rent Index percent
change from 2005 to 2018, according fo Corelogic, we see a 36%
increase in rents and a -4% increase in mortgages. Simply put, rents
are going up and mortgages are going down,

+36%

ﬂ Rent Index




What'sHappeninginthe Markete
Confinued...

You may be wondering why the difference Mortgage rates backin 2005
were significantly higher as you see on the graph below. This is a perfect
example that over time it makes so much more sense to buy than to wait and
rent. According fo Freddie Mac, interestrates are anticipated tocontinue togo
upwhichwilalsoplayarole on mortgage payments increasing for buyers.
Why wait and pay more per month for the same house?

6.3%




Why it may be Best Not to Wait

Corelogic recently shared that national home prices have
increased by 3.7% year-over-year. Over that same time period,
inferest rates have remained historically low which has allowed
many buyers to enter the market.

As a seller, you will be most concemed about ‘short-term price’ -
where home values are headed over the next six months. As @
buyer, however, you must not be concerned about price, but
instead aboutthe ‘long-term cost’ ofthe home.

The Mortgage Bankers Associafion (MBA), Freddie Mac, and
Fannie Mae all project that mortgage interestrates willincrease
by this time next year. According to Corelogic's most recent
Home Price Index Report, home prices will appreciate by 4.8%
over the next 12 months.



Two Elements to Consider in
Today's Real Estate Market

#1 Interest Rates

Mortgage interest rates were on the rise for the majority of 2018, before
slowing to where they are now, around 4.3% per Freddie Mac's Primary
Mortgage MarketSurvey.

The interestrate yousecure whenbuyingahome notonly greatlyimpactsyour
monthly housing costs, but also impacts your purchasing power. Purchasing
power, simply put, is the amount of home you can afford to buy for the
budget youhave avaiable tospend. Asratesincrease, the price of the house
you can afford tobuy will decreaseif you plan to stay withinacertainmonthly
housing budget.

Experts predict that mortgage rates will be closer fo 4.6% by the end of next
year.

#2 Inventory

A ‘normal’ real estate market requires there to be a 6-month supply ofhomes
for sale in order for prices to increase only with inflation. According to the
National Association of Realtors (NAR), listing inventory is currently at a 4.2-
month supply (still well below the 6 months needed), which has put
upward pressure on home prices. Home prices have increased year- over-
year for the last 86 straight months.

The inventory ofhomesforsale inthe realestate markethad beenonasteady
decline and experienced year-over-year drops for 36 straight months (from
July 2015 to May 2018), but we are starting to see a shift ininventory over the
last 11 months.

The Main Point

If you're planning on buying a home, we will discuss what changesin
mortgageinterestratesandinventory couldmeanforyou.



The 4C's of Pre-
Qualification

Inmany marketsacrossthe country, the numberofbuyerssearching fortheirdream
homes greatly exceedsthe numberofhomesforsale. Thishasled to acompetitive
marketplace where buyersoftenneedtostandout. One waytoshowyouare

serious aboutbuying yourdream homeisto get pre-qualified or pre-approved for
amortgage before starting yoursearch.

Freddie Mac describesthe '4Cs'thathelp determine the amountyouwillbe
qualified to borrow:

#1 Capacity

Your current and future ability to make your payments.

#2 Capital or Cash Reserves

The money, savings, and investments you have that can be sold quickly for
cash.

#3 Collateral

The home, or type of home, that you would like to purchase.

#4 Credit

Your history of paying bills and other debts on time.

The Main Point

Many potentialhomebuyers overestimate the down payment and credit scores
needed to qualify for a mortgage today. If you are ready and wiling to buy, you

may be surprised at your ability to do so. Call us and we can discuss getting
you pre-qualified.



The HomeSearch: WhatYou Wantvs.
WhatYou Need

It's crucialtoknow what you're looking forwhen you start yourhome search. If you've been
thinking aboutbuying @ home of your own forsome time now, you've probably come up with
alistofthingsthatyou'dlove tohaveinyournewhome. We will go over together what your
“make or break™ items are and also the things that would be bonuses, but not crucial.

o Must-Haves-If this property does not have these items, then it
shouldn't even be considered.

o Should-Haves- If the property hits all of the must-haves and
some of the should-haves, it staysin contention, but does not
needtohave allof these features.

o Wish List Features- If we find a property in our budget thathas
allofthe must-havesand most of the

should-haves, and ANY of these, it's the winner!

The Main Point

Doing this list will help us know what features are most important to you before beginning
yourhomesearch.



Redl Estate Terms-Everyone
Should Know

Tostartyourhome buyingsearchwithconfidence,
we thoughtitwouldbe helpful foryou to be familiar
with the following real estate terms:

Appraisal- A professional analysis used fo estimate the value of the home. A
necessary step in validating the home's worth to you & your lender to secure
financing.

Closing Costs- The cost to complete the real estate transaction. Paid af closing, they
include: points, taxes, title insurance, financing costs, items that must be prepaid or
escrowed. Askyourlenderfora complete list of closing cost items.

Credit Score- A number ranging from 300-850, that is based on an analysis of your credit
history. Helps lenders determine the likelihood that you'll repay future debfs.

Down Payment- Down payments are typically 3-20% of the purchase price of the
home. 0% down programs also exist, ask your lender for more information.

Mortgage Rate- The interestrate you pay to borrow money to buy yourhouse.
Thelowertherate, the better.

Pre-Approval Letter- A letter from a lender indicating that you qualify for a
mortgage of a specific amount.

Real Estate Professional- An individual who provides services in buying & selling
homes. Real estate professionals are there to help you throughthe confusing
paperwork, find your dream home, negotiate any of the details that come up, and
to help you know exactly what's going onin the housing market.



True or False: You Neeo
20% Down to Buy

False!

Although 39% of non-homeowners and 30% of those who already
own a home believe they need more than a 20% down
payment, the median downpayment onloans approvedin2018
was only 5%. There are over 45 million millennials (33%) who are
mortgage-ready right now, meaning their income, debt, and
credit scores would all allow them to qualify for a mortgage
foday.

The Main Point

If your five-year plan includes buying a home, let's get
fogether to determine whatitwill fake tomake thatplanareality.
Youmay be closer to your dream than you realize!



The Financial Benefits of Owning o
Home

{ad

1. Top 5 Financial Benefits of Homeownership

Homeownership is a form of forced savings.

Homeownership provides taxsavings.

Homeownership allows you tolockin your monthly housing cost.
Buying ahome is cheaper thanrenting.

No otherinvestment lets you live inside of it.

2. Studies have shown that a homeowner's net worth is 44x
greatfer than that of arenter.

3. Afamilywho purchased amedion-pricedhome atthe start of
2019 will build more than $42,000 in family wealth over the
next five years with projected price appreciationalone.

4. Some argue that renting eliminates cost of taxes and home
repairs, but every potential renter must realize the expenses the
landlord incurs are already setinto the rent payment, along
witha profitmargin.



Why You Need a Reql Estate
Professional When Buying
a Home

There'smoretorealestate thanfindingahouse you like
online.

Didyouknow there are over 230 possible steps thatneed to take place
duringevery successful real estate fransaction?

You need a skillednegofiator.

In today's market, hiring a talented negotiator could save you thousands,
perhaps tensofthousands of dollars. Each step of the way-from the originall
offer, tothe possible renegotiation of that offer after a home inspection, to
the possible cancellation of the dealbased on a froubled appraisal- you need
someone who can keep the deal together untilit closes.

What is the home you're buying worth in today's market?e
There is so much information out there onthe news and on the Internet about

home sales, prices, and mortgage rates; how do you know what's going on
specifically in your area? Who doyou turntoin order to competitively and
correctly price your home atthe beginning of the selling process¢ How do you
know whatto offer onyour dream home without paying too much or offending the
sellerwith alowball offer?

The Main Point

Our main goalin everything we do is to add value to our clients. We do
extensiveresearch daily andknowwhat'sgoing oninthe market, specificallyin
Grand Rapids.



4 Steps When Making an Offer

We've helped you search and find the perfect home and now it's time to make an
offer. The price isright and, in such a competitive market, you want to make sure you
make a good offer so that you can guarantee that this perfect home is completely
yours,

Below are four steps provided by Freddie Mac to help buyers make offers:

1. Determine YourPrice
Based on key considerations {like similar homes recently sold in the same neighborhood or

the condition of the house andwhatyou canafford), we willhelp you to determine the offer that
youare going to present.

2. Submit an Offer

We will help you make your offer stand out in this competitive market. Our licensed real estate
agentswho are active in the neighborhoods you are considering will be instrumentalin helping
you put in a solid offer.

3. Negofiate the Offer

“Oftentimes, the seller will counter the offer, typically asking for a higher purchase price or to
adjustthe closing date. Inthese cases, the seller's agent willsubmit a counteroffer to youragent,
detailingtheirdesiredchanges. Atthistime, you caneitheracceptthe offerordecideif youwant
fo counter. Each time changes are made through a counteroffer, you or the seller have the
optionto accept, reject or counterit again. The contractis considered final when both parties
sign the written offer.”

4, ActFast

Make sure that assoon asyou decide thatyou want tomake anoffer, you work with us to present
it as quickly aspossible.



/NottoDo's After Applying fora
Mortgage

Congratulations! You've found ahome fobuy andhave appliedfora
mortgage! You are undoubtedly excited about the opportunity 1o move info
yournewhome!But before youmake any big purchases, move any
money around, ormake any big-time life changes, consultyourloan
officer.They willbe able totellyouhowyourdecisionwillimpactyour
homeloan. After applying foramortgage, don'tdo any ofthe

following:

#1  Don'tchangejobsorthe #2 Don'tdepositcashintoyour

way you are paid atyour bank accounts.

job.

#4 Don't co-sign on any other

#3 Don't make any large loans foranyone. Whenyou co-

purchaseslike anewcaror sign, you are obligated.

new furniture,

Don't apply for new credit.
# 5  Don't change bark accounts. #6 PPy

Remember, lenders need to
source and track assets.

#/ Don't close any accouns.

The MainPoint

Anychangeinincome, assets, orcreditshould bereviewedandexecuted
in @ way that ensures your home loan can still be approved. The best
advice is to fully disclose and discuss your plans with your loan officer
before you do anything financial in nature. They are there to guide you
through the process.



Homelnspections:WhenandWhy

When: Prior to listing your home on the market or,
priorfo closing.

Why:The idea behind getting inspections done prioris so
that there arenounexpectedsurprisesthatcould
financiallyhurtyou later. A the buyer, you will be more
confident that they are buying a soundhome thatisin
moveinready condition.ltgivesthe seller, buyer, and
lender more confidence throughout the entire
fransactionthatthehomewillactually close and it
keeps everyone safe during and after the close of
escrow. Inspections also give us another chance to
negotiate on your behalf,



Closing Costs

Freddie Mac defines closing costs as follows:

“Closingcosts, alsocalledsettlementfees, wilneedtobepaidwhenyou obtaina
mortgage.These arefeescharged bypeoplerepresentingyour purchase,
including your lender, real estate agent, and other third parties involved in the
fransaction.”

Closingcostsaretypicallybetween28&5%ofyourpurchaseprice.

Here s alist ofjust some of the fees/costs thatmay beincludedinyour closing
costs, depending onwhere the home you wish to purchase s located:

o Government recording costs

o Appraisal fees

o Creditreportfees

o Lender originationfees

o Title services (insurance, search fees)
o Toxservice fees

o Surveyfees

o Aftorney fees

o Underwriting fees



ContactUstoTalkMore

Red Door Realty Group
A Division of Bellabay Realty

Kendra Haan & Mark Haan (Broker, Owner)
4050 Del Mar Drive SW
Grandville MI 49418

redoorrealtygr@gmail.com

reddoorrealtygr.com

(616)633-0368
facebook.com/RedDoorRealtyGR






