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Know your credit score and understand how it's used by 

lenders to determine the amount and interest they give you  
and how you can improve it quickly before you purchase 

 

• Payment History 

• Debt to Credit Ratio 

• Debt to income Ratio (Less than 43% is preferred) 

 

 

 

What you need to save for down payment and closing costs, 

and how to make it happen 

• Plan for savings and emergency savings 
o For example, using a CD for long-term savings plans (over 1 

year before purchase) vs. using a high yield savings for short-

term savings plans (purchasing within a year) 
 

• Review your current spending: how much can you allocate 

to a monthly mortgage payment. 

  

FIRST STEPS 
 



What you need to consider for initial purchase expenses and 

possible ongoing expenses: 

 

Initial purchase expenses:  

• Down payment  

• Closing costs (2-5% of total purchase)  

• Principal Taxes 

• Interest  

• Inspection  

• Emergency repairs  

• Updates (ex: appliances not included) 

 

 

Ongoing expenses:  

• Mortgage payments  

• Insurance  

• Taxes  

• HOA  

• Regular repairs  

• Upgrades or renovations 

 

  



  

 

 

About your FICO Credit Score  

Your credit score ranges from 300 to 850 and is broken down 

into 5 areas: 
 

 

 

 

  

YOUR CREDIT 



How Lenders Use Your Credit Score  

Your credit score is used by lenders to determine how much you 

will be loaned, how likely you are to make on-time payments 

and repay in full, and what interest to charge.  

A higher credit score tells lenders you are less likely to default 

(or fail to pay) on your loan and are more trustworthy for the 

lender. 

 In short, it means you get approved faster, for a better loan 

with a better interest rate, saving you time AND money! 
 

  



  

Your payment history and credit utilization make up the biggest 

percentage of your overall credit score, and are also the easiest 

to improve in a short amount of time. Focus on these to 

improve your score quickly. 

 

Work on paying on time 

• Paying your bills on time is one of the biggest ways to 

improve your score  
• Create a calendar or list of all your bill due dates and 

create a plan for making payments  
o Include the dates of paychecks that will be allocated 

to those payments, and how they will be paid 

(online, mail check, etc.)  
o Use the calendar on the next page to help you plan 

each month! 
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Review for any errors in payment history 

• Look for incorrect, duplicate, or fraudulent accounts  

• Look for misspellings or outdated information  

• You can use a credit repair service to help you dispute 

inaccuracies or old information 

 

Make sure you are not using your full credit availability 

• Using 20-30% of your credit availability is acceptable. 

Beyond that can be a signal to lenders you will likely not be 

able to repay. 

• Focus on paying off or paying down the owed balances on 

your credit cards and existing loans 

 

 

 

 

 

 

Avoid opening new credit accounts before looking for a home 

loan 

• Take advantage of prequalifying or using an online 

calculator to determine what you may be able to qualify 

for without hitting your credit report 



 

 

 

 

Your Debt-to-Income ratio (DTI) is another important aspect of 

your financial health that is used to determine what type of 

mortgage you can afford.  

Lenders use this percentage to figure out the risk associated 

with giving you a loan. 

 

 

How to calculate your DTI: 

• Calculate your monthly debt expenses (rent/mortgage, student or 

car loans, credit card payments, child support or alimony, other 

debts) 
• Divide that monthly total by your gross monthly income (income 

before taxes and other deductions) 
That will give you your DTI percentage. The lower the percentage, 

the less risky you are in lenders' eyes 

43% DTI is often the highest a borrower can have (with some 

exceptions) and still get a qualified mortgage. 

 

 

 

DEBT-TO-INCOME RATIO 



  

 

 

 

 

 

  

YOUR DTI 
 



 

 

 

 

Figure out how much you need to save  

• What price range you are considering for your new home? 

• What area you are looking in? 

• What type of loan you are considering (FHA, Conforming have 

different minimums for down payments, for example)  

• Most First Time Home Buyers make down payments of 20% or 

less, with average being 7%** 
 

  

SAVING UP 



  

 

Aim for as close to 20% down payment as possible 

Although it's not always required, it will mean: 

• Taking out a smaller mortgage loan  

• Showing lenders you are a lower risk and improving your chances 

of approval  

• Having a lower monthly mortgage payment  

• Likely having a lower mortgage rate 
 

Figure out your timeframe 

• Determine how long you have until you plan to buy  
• Divide the amount you need by the number of months to see how 

much you need to save monthly 
 

  



 

 
 

 

Once you determine how much you need to save for your down 

payment and additional purchase expenses, it's time to create a savings 

plan! 

 

This will require going through your current income and spending, and 

figuring out where you can reallocate funds to your future home.  

 

First, we'll list your income sources and amounts. On the next page, 

we'll break down your expenses, then your savings. 
  

YOUR PLAN 



  

 

List your current expenses in the chart below. In the last column, note if 

the expense is adjustable. These are areas where you can redirect funds 

to your home purchase savings. 

  



 

  



  

 

 

  

 CURRENT SAVINGS 



 

 

 

Buying your first home is exciting, scary, fun, and nauseating all 

at once... and the last thing you want is to end up drowning in 

your mortgage every month. 

 Determine what you can realistically afford for both a monthly 

mortgage payment and overall home price to save yourself a lot 

of headache and stress later on. 

 Remember - you want to enjoy and make memories in your 

new home, not have it be a constant source of burden.  

Understanding how monthly mortgage payments are calculated 

can help you prepare and figure out how much home you can 

really get. 

 

How your monthly payment is calculated: 

Monthly mortgage payments include a number of factors, 

including: 

• The principle loan amount 

• Your monthly interest rate 

• Number of payments over the loan's lifetime (ex: in a 20-year 

fixed-rate mortgage you have 240 payments - 20 years x 12 

months) 
 

 

 

AFFORDABILITY 



  

Don't forget to consider any additional monthly fees and 

payments, including: 

• Insurance 

• Home owners association fees  

• Taxes  

• Other fees 

If you're the type that likes to know the math and understand 

how it's calculated... here's the big scary formula (otherwise, 

skip to the next page) 
 

  

You can use a free, online mortgage calculator to help you 

decide how much you can afford to pay monthly towards a 

home, like: 

 

NerdWallet.com Mortgage Calculator 

Mortgage Calculator with PMI and Taxes - NerdWallet 

BankRate.com Mortgage Calculator 

Mortgage Calculator | Bankrate 

https://www.nerdwallet.com/mortgages/mortgage-calculator
https://www.bankrate.com/mortgages/mortgage-calculator/


 

Special note for self-employed home buyers: 

Lenders use taxable (gross) income to determine your home 

loan. 

• Gross income is your total income before taxes and any 

deductions  

• Net income is what you're left with after taxes and 

deductions (also known as take home)  

 

Many lenders require you to have 2 years of tax returns in order 

to qualify for a loan if you are self employed (aka...not a W2 

wage earner).  

 

Before filing you taxes, talk to a lender about how much you're 

planning to qualify for.  

 

When tax planning, let accountant know you are planning to 

buy a home so they can help you plan and file accordingly. 
 

  



  

 

 

 

There are several types of home loans that you could qualify for.  

Your down payment, credit score, and debt-to-income ration 

will all play a part in helping you qualify.  

Understanding how each works, their pros and cons, and who 

they are best suited for will help you find the best loan type for 

your unique situation. 
 

  

TYPES OF LOANS 



 

  



  

 

  



 

  



  

 

 

  



 

  

FHA Loan (Federal Housing Administration) 

• Helps low to moderate income borrowers who don’t have a large down 

payment or great credit score  

• Usually requires a mortgage insurance premium, either paid up front or 

paid annually for life of loan, depending on down payment size 

 

VA Loan (US Department of Veteran Affairs) 

• Offers flexible, low interest mortgages for members and families of US 

military (active duty and veterans)  

• Do not require down payment or PMI  

• Closing costs are capped and may be paid by seller  

• Fees and other closings costs can be paid up front or rolled into your 

loan amount 

 

USDA Loan (US Department of Agriculture) 

• Helps moderate to low income borrowers in rural areas  

• Home purchase must be in eligible area  

• Some do not require down payment for eligible borrowers 



  

 

 

  



 
 

So, you've purchased your first home -- congratulations!  

Now, you want to pay off your mortgage and build equity in 

your home.  

Your first question is probably "what?" ... followed by "how?"  

 

What is equity? 

 Home equity is the difference between what you owe on your 

mortgage and what your home Is currently worth (in other 

terms, what you own and what the bank does...).  

How do you increase your equity?  

In order to have more equity, you need to either owe less, or 

increase the value of your home. 

To owe less, you can: 

• Make a big down payment  

• Pay down your mortgage faster (see next page) 
To increase the value of your home, you can: 

o Renovate and upgrade the interior of your home  

o Upgrade and improve the exterior and landscaping 
 

PAYING IT OFF 



  

There are a few ways you can pay down your mortgage faster. 

You may consider one or more of these throughout the lifetime 

of your loan. 

Make extra principal payments 

• Pay 10% extra on the principal each month  

• Make an extra monthly payment each year 

Each of these methods will help you pay off your loan 7 years 

faster! 

 

Refinance to shorter term loan  

Refinancing means to a shorter-term loan means saving on interest and 

paying off your loan faster... but it also means higher monthly 

payments. Be sure you review your budget and can afford a jump.  

 

Make a lump-sum payment  

Making a lump-sum payment can reduce the principal amount on your 

loan, but it won't change your existing monthly payments. You can also 

consider a mortgage recasting with your lender.  

 

Recast your mortgage  

When you pay a one-time lump sum to reduce your principal amount, 

your lender can alter your amortization schedule, resetting your 

monthly payments while retaining your original loan terms and interest 

rate (unlike a refinancing). It's like a loan re-do with a lower amount. 

 Less principle = lower monthly payments = pay less over life of 

loan 



 

  

ACTION PLAN! 



  

 
 

Now that you are armed with the knowledge of the Money 

Playbook, you're ready to get that money in shape for your first 

home purchase!  

Ready to take the next steps toward your homeownership 

dream? 

 

HERE ARE YOUR NEXT STEPS: 

Visit our website to learn more about how to- 

 

NEXT STEPS 

Homepage | Renaissance Realty Group | Best Real Estate 

Search - The company with a purpose 

(tampafloridarealtor.com) 

https://www.tampafloridarealtor.com/
https://www.tampafloridarealtor.com/
https://www.tampafloridarealtor.com/

