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Dispelling the Myth

s of Homebuying

These days, information about homeownership seems almost contradictory,
causing many could-be homeowners to wonder, “Interest rates are low,

but will | be able to get credit? Home prices are down, but could | end up
in over my head?” For many, it's tough to determine whether now is a good
time to buy a house. Take the time to get the facts and dispel the myths

about homeownearship. You could find that homeownership is much closer than you think.

Get the Facts and Dispel
the Myths

1. Myth: It's a bad time to buy a house.

Durirg these turbulent economic times, many home-
buiyers will Lake a rmore corsanative — aven caitious
— approach o homebuying. But for those who ang
financially preparad, this is also a time of great
cpportunity,

Morigage rates for fixed-rate morigages are at near
historic lows, crealing stabla payments and long-lemm
savings for today's homebuyers, House prices have
fallen at a record pace. In addition, becauss of the
unforfunate and dramalic risa in foreckosuras, there
is a great deal of housing supply on the market with
unequalled demand.

The combination of these factors generally results in
greater affordabdity, making now a good time for many
to consider homeosanership.

2. Myth: Buying a house is just too risky;

I'll end up in foreclosure.

The idea of foreclosurs is undersiandably frightening.

Cartainly if you kose yvour job, go through a divorce,

of suffer an ilness, you could have real trouble paying

vour morigage, or rent for that matter. In recent years,

there has even been an intreéass in axcessive debt as

a reason for delinquency. While you can't always solve

for the unexpected twists and turns of ife, there ans

some things you can do to decrease the likelihood that

wiold will ever need to face the unpleasant prospect of

foreckosure:

= Buy only a5 much house as yvou can afford, Take a
practical approach to home buying, and don't overdoe i

8 Spend and save wizsely, Take a ook all your cument
spending plan, and consider ways you can recluce your
monthly discretionary spending. Buld an emengency

fund for unesqpected, but necessany, expenses, or in
case you have an unexpected reduction in income.

= Carmmunicate with your lender if you find yoursel
heving difficulty making your payments. Your kender
has accass to a number of solutions to halp get yvour
payments back on frack,

4. Myth: Homeownership Is too expensive.
Whether you rent or own, there are many expenses to
consider, When you rent, for exampla, you can expect
to pay renter’s insurance in addition to your monthiy
rent, which could increase annually, When you buy a
house, in addition 1o vour mortgage, vou must be pre-
pared to pay property taxes, homeowner's association
fees, and maintenance costs,
Homeowmership also includes somea financial achan-
tages, however, which — espacially whan combinad with
the social benefits of homeownership — can give it an
edge over renting. For instance:
® With a fixed-rate mortgage, your payments will nol
increase over the life of the loan.
= There are cerlain tax benefits of homeownarship
that could save you SOme Moy,
= While recently we've seen home values decreasa,
homes have histoncally gained value over time.

With so many varables to consider, only you can decide
if the price of homecwmership is right for you. Work with
a lender or other housing professional to get the facts.

4, Myth: | need perfect credit to buy a house, but |
can't do anything to improve my credit rating.
Your credit history is one of the primary factors a lender
uses to determine if vou are a quaified bomower, They
are ol expeecting vou to have perfect cradit, but you
will nead a good cradit history that demonstrales you
will repay your ksan cbligation as agreed. It is impor-
tant that you maintain good credit and always sirive to
mprove it




Before yvou start house hunting, there are at least three
baskc things you should do:

= Check your credit report to ensure thal the informa-
tion Iz accurate and complate. Comect any amors
ol rmay find.

= Krow your credit score, Having a good credit score
will halp vou get better inlerest rales, saving you
meney in the long run, Visit wawmyfico.com to
see the typical annual percentage rate (APR) ona
micrtgage for someona with your credit scora,

= mprove your score, Understanding how your score
is caloulated will help you determine where 1o begin,
According to the Fair Isaac Corporation, your FICO
score is made up of your payment history (35 per-
cant], amounts owed (30 percent), length of credit
history (15 parcent), new credit (10 percent), and
ypes of credt used (10 percant).

5. Myth: | need to put 20 percent down to
buy a house.

While there are instances when a bomrower may be
required to put 20 percant down, that is not the golden
e, even by today's standards. You should know,
howenver, that if vou do nead to finance more than B0
percent of vour morgage, you will be required o pay
private mofgage insurance (P,

For More Information

= Thea Freddie Mac CraditSman® curriculum is a

consumer guide to baetter credit, money manage-
ment, and responsible homeownership. Vit
FreddieMac.comfcreditsmant fo download
COnsUMmer resources, available in five languages.

= “About Homeownership” is the Freddie Mac onling

guiche to the homebuying process and successful
homecwnarship. Visit FreddieMac coms

homeocwnership.

Generally, borrowers should expect tomake a5 or
10 percent down payment. FHA, however, doas allow
certain bomowers who mest & 31 percant housing
cost-to-income ratio to put down 3.5 percent.

The fact is that many factors come in 1o play in
determining the amaount of down payment that will

b required in your individual situation:

& The value of the property

= The amount you are financing
Your credit rating

Your dabt-to-income ratios

Take the Next Step Toward
Owning Your Own Home

There are many misconceptions abaout the homebuyng
process, 50 it's up to you to get the facts. 1 is impor-
tant thal you take the initiative to bacoms farmiliar with
the homebiying process 1o ansune thal you ara able 1o
make knowledgeable decisions every step of the way.
Educate yvoursall by doing vour resaarch and asking
queslions.,

B Avoid scam artists! Learn about Common Scams in
your anea, and gel advice before you enter into your
next loan agreement. Visit DontBomowTrouble com
o find & Don't Bomow Trouble™ campaign near you,

= To find a HUD-approved housing counseling agancy
near you, visit www.hud.gov or call B00-569-4287 .
= For more information on down payment assistance

through secondary financing providers, visit HUD's
Web site at www.hud.gow.

Source
Conbant acdapied from the folowing:

B Fraddie Macs mind-winning CredtSman®, a muliingual firandcal education cumculum designed to halp consunmeans build and
Frisifitiin Baltar cradil, make sound Snancial decisions, and undensiand thi steps 1o suslainabls homesananship

= EAboul Homaowrnship,” Froddie Mac's onling guide 1o the homebuying process and succossiul homipownenship
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