
HOW TO DETERMINE YOUR 
DOWN PAYMENT 
 
Con g ra t u la t ion s on  you r d e c ision  t o  b u y a  h om e ! Bu t  w h a t  
h a p p e n s n e xt ?  An  im p ort a n t  p a rt  o f t h e  h om e b u yin g  p roce ss is  
d e t e rm in in g  you r d ow n  p a ym e n t . 
W h e t h e r you ’re  a  firs t -t im e  b u ye r o r lookin g  fo r you r n e xt  h om e , 
b u yin g  a  h ou se  m a y som e t im e s se e m  com p lica t e d . Bu t  fin d in g  
ou t  h ow  m u ch  you  ca n  p u t  d ow n  on  a  h ou se  ca n  sa ve  you  t im e  
a n d  m on e y. Ke e p  re a d in g  fo r a  b re a kd ow n  o f w h a t  a  d ow n  
p a ym e n t  is  a n d  h ow  t o  fin d  ou t  h ow  m u ch  of on e  you  ca n  a ffo rd : 
 
W h a t  is  a  d o w n  p a ym e n t ?  
Le t 's  st a rt  a t  t h e  b e g in n in g . A d ow n  p a ym e n t  is  you r in ve stm e n t  
a m ou n t  in t o  b u yin g  t h e  p rop e rt y.  It  is  t h e  m on e y you  p a y a t  
c lo sin g  t ow a rd  t h e  cost  o f you r n e w  h om e ; it ’s  t h e  d iffe re n ce  
b e t w e e n  you r m ort g a g e  a m ou n t  a n d  you r p u rch a se  p rice . Dow n  
p a ym e n t s a re  e xp re sse d  a s  a  p e rce n t a g e , ra t h e r t h a n  a  d o lla r 
a m ou n t . You  m a y h a ve  h e a rd  p e op le  sa y t h in g s like  "He  p u t  20 % 
d ow n  on  h is  h ou se ." Th a t  m e a n s som e on e  p a id  20 % o f t h e  cost  o f 
t h e ir h om e  a t  c lo sin g  a n d  b o rrow e d  t h e  o t h e r 8 0 % from  t h e ir 
le n d e r. Th is fra c t ion  o f ow n e rsh ip  e q u a t ion  is 8 0 /20 .   
 
W h y d o  d o w n  p a ym e n t s  e xis t ?  
Dow n  p a ym e n t s  a ssu re  you r le n d e r t h a t  you  a re  fin a n c ia lly s t a b le  
e n ou g h  t o  p a y b a ck t h e  loa n  t h e y g a ve  you . Od d s a re , if you  w e re  
a b le  t o  sa ve  u p  fo r a  d ow n  p a ym e n t , you ’ll b e  a b le  t o  m a ke  you r 
re g u la r p a ym e n t s  on  you r m ort g a g e  loa n . Th e  m ore  you  a re  a b le  
t o  p u t  d ow n , t h e  b e t t e r you r ch a n ce s a re  o f b e in g  a b le  t o  a ffo rd  
you r d re a m  h om e . 
  



Be fo re  yo u  s t a rt  
To  d e c id e  h ow  m u ch  you  ca n  sp e n d  on  a  d ow n  p a ym e n t , you  
n e e d  t o  d o  a  lit t le  h om e w ork b e fo re h a n d . Th e  h om e b u yin g  
e xp e rie n ce  ca n  b e  a  lit t le  s t re ssfu l, b u t  if you 've  p la n n e d  you r 
jou rn e y ou t , you  ca n  s ig n ifica n t ly re d u ce  t h a t  st re ss . 
 
To  d e t e rm in e  h ow  m u ch  of a  d ow n  p a ym e n t  you  ca n  a ffo rd , 
re vie w  you r fin a n ce s c lo se ly. If you 're  re a d y t o  b u y, you  m ig h t  h a ve  
a  n e st  e g g  sa ve d  u p . Bu t  b e  su re  you  d on ’t  e m p t y you r sa vin g s 
a ccou n t  t o  m a ke  you r d ow n  p a ym e n t . You  m a y h a ve  a lre a d y d on e  
som e  m e n ta l fig u rin g  in  you r h e a d , b u t  d ou b le -ch e ckin g  you r 
m on t h ly b u d g e t  a n d  b u ild in g  in  som e  room  fo r u n e xp e c t e d  
e xp e n se s is  a lw a ys a  g ood  id e a . 
 
Ca lcu la t e  you r m on t h ly sp e n d in g  h a b it s a n d  sa vin g s. Use  a  g ood  
a ffo rd a b ilit y ca lcu la t o r t o  h e lp  you  fig u re  ou t  h ow  m u ch  h ou se  you  
ca n  a ffo rd . Ch e ck you r c re d it  re p o rt  t o  se e  if you r c re d it  is  in  g ood  
st a n d in g . Se t  a sid e  a n  e m e rg e n cy fu n d  — t h re e  t o  s ix m on t h s’ 
w ort h  o f you r a ve ra g e  m on t h ly e xp e n se s. An d , d e p e n d in g  on  t h e  
m ort g a g e  p rod u c t  you  ch oose , you r le n d e r m a y re q u ire  m ore  in  
re se rve s. Also  t a ke  in t o  a ccou n t  a n y a d d it ion a l cost s you r n e w  
h om e  w ill b rin g , su ch  a s p a yin g  fo r m ove rs , n e w  fu rn it u re  o r 
re n ova t ion s. 
 
On ce  you 've  a ccou n te d  fo r m on t h ly in com e , e xp e n se s , a n d  
sa vin g s, you 'll h a ve  a  g ood  id e a  o f h ow  m u ch  you  ca n  sp e n d  on  
you r d ow n  p a ym e n t . Th is  w ill g ive  you  a n  id e a  o f w h a t  h om e s you  
ca n  a ffo rd , a n d  it ’s  a  g re a t  e xe rc ise  in  se t t in g  you r m in d  a t  e a se  
se e in g  h ow  m u ch  m on e y you ’ll h a ve  le ft  fo r d a y-t o -d a y e xp e n se s. 
 
P a y a s  m u c h  o f a  d o w n  p a ym e n t  a s  yo u  c a n ! 
W h e n  you  m a ke  a  d ow n  p a ym e n t  on  a  h om e , it 's  b e st  t o  p a y a s  
m u ch  a s  you  ca n . Th e re  a re  a  fe w  re a son s fo r t h is . Firs t , a n d  
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p e rh a p s t h e  m ost  a p p a re n t , is  t h a t  you 'll b e  t h a t  m u ch  c lo se r t o  
p a yin g  o ff you r h om e . An o t h e r le sse r-kn ow n  re a son  is  if you  p u t  
le ss  t h a n  20 % d ow n , you ’ll h a ve  t o  p a y p riva t e  m ortg a g e  in su ra n ce  
(P MI). 
 
P MI cove rs  t h e  le n d e r if you  st op  p a yin g  you r m ort g a g e  a n d  
d e fa u lt  on  you r loa n . Th e  ye a rly cost  o f P MI is a b ou t  1% o f you r 
ou t st a n d in g  loa n  b a la n ce  a n d  is  a d d e d  t o  you r m on t h ly m ort g a g e  
p a ym e n t . You  ca n  re q u e st  t o  h a ve  P MI re m ove d  on ce  you r 
ou t st a n d in g  b a la n ce  re a ch e s 8 0 % o f t h e  o rig in a l loa n  a m ou n t  o f a  
Con ve n t ion a l loa n  t yp e . 
 
A 20 % d ow n  p a ym e n t  on  you r h om e  is  t h e  w ise st  ch o ice . Th e  
m ore  you  p u t  d ow n , t h e  low e r you r m on t h ly p a ym e n t s m a y b e . 
 
Ho w  m u c h  h o m e  c a n  yo u  h a n d le ?  
On ce  you  kn ow  h ow  m u ch  you  ca n  p u t  d ow n , you 're  a lm ost  re a d y 
t o  s t a rt  sh op p in g  fo r h om e s. 
Be fo re  you  st a rt  lookin g , fin d  ou t  w h a t  you r 20 % d ow n  p a ym e n t  
ca n  cove r. Fo r e xa m p le , Su sa n  h a s sa ve d  $30 ,0 0 0  t o  p u t  t ow a rd  
h e r n e w  h om e . Aft e r lookin g  a t  h e r m on t h ly b u d g e t  a n d  c re a t in g  
a n  e m e rg e n cy fu n d , sh e  low e re d  it  t o  $25,0 0 0 . Sh e  t h e n  u se d  t h is 
fo rm u la  t o  fin d  ou t  h ow  m u ch  sh e  cou ld  a ffo rd  if sh e  w a n te d  t o  
p u t  20 % d ow n : To t a l Sa vin g s / .2 = Hou se  P rice . Th a t  le t  h e r kn ow  
t h a t  h e r sa vin g s cou ld  cove r a  20 % d ow n  p a ym e n t  on  a  h ou se  t h a t  
co st  $125,0 0 0 . 
 
Ou r m ort g a g e  a ffo rd a b ilit y ca lcu la t o r ca n  ca lcu la t e  t h is fo r you . 
W h e t h e r you  fig u re  it  u p  you rse lf o r u se  a n  a ffo rd a b ilit y ca lcu la t o r, 
t h e  re su lt  w ill sh ow  you  you r t a rg e t  h om e  p rice . Use  t h is t o  st a rt  
lookin g . If t h e  h om e s you  fin d  a rou n d  t h a t  p rice  a re  w h a t  you 're  
lookin g  fo r, g re a t ! If t h e y d on ’t  m e e t  you r e xp e c t a t ion s, you  ca n  
a d ju st  a cco rd in g ly o r con t in u e  sa vin g  b e fo re  ju m p in g  b a ck in . 
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Fu n d in g  yo u r d o w n  p a ym e n t  
If you  ca n ’t  a ffo rd  a s  m u ch  o f a  d ow n  p a ym e n t  a s  you  h a d  h op e d , 
d on 't  g ive  u p . Th e re  a re  lo t s o f w a ys t o  sa ve  fo r a  d ow n  p a ym e n t  
t h a t  w ill g e t  you  w h e re  you  w a n t  t o  b e  soon e r ra t h e r t h a n  la t e r. 
Th e  m ost  re lia b le  w a y t o  in c re a se  you r d ow n  p a ym e n t  is  t h rou g h  
t rie d -a n d -t ru e  sa vin g . Ta ke  a  look a t  w h a t  you 're  sp e n d in g  you r 
m on e y on  a n d  cu t  b a ck on  u n n e ce ssa ry e xp e n se s. Th in k sm a ll a n d  
b ig . Ca n  you  d o  w it h ou t  t h a t  m ovie  s t re a m in g  se rvice ?  How  a b ou t  
t h a t  va ca t ion ?  Eve ry b it  you  sa ve , n o  m a t t e r t h e  a m ou n t , ca n  g o  
t ow a rd s b u yin g  you r n e w  h om e . 
 
Don 't  fo rg e t  t h a t  if you 're  se llin g  you r cu rre n t  h om e , you  ca n  u se  
t h e  m on e y from  t h a t  sa le  t o  cove r you r d ow n  p a ym e n t . Th is  is  
ca lle d  ‘p roce e d s’ from  t h e  sa le  o f you r h om e . First -t im e  
h om e b u ye rs ca n  t a ke  u p  t o  $10 ,0 0 0  from  a  t ra d it ion a l IRA fo r 
h om e b u yin g  e xp e n se s w it h ou t  t h e  10 % p e n a lt y fo r e a rly 
w it h d ra w a ls . How e ve r, you ’ll b e  re q u ire d  t o  p a y t a xe s on  t h e  
w it h d ra w a l it se lf. An o t h e r op t ion  is t o  w it h d ra w  you r o rig in a l 
con t rib u t ion s (n o t  t h e  e a rn in g s) from  a  Ro t h  IRA. You  m a y n o t  
fa ce  a n y t a xe s o r p e n a lt ie s . 
 
Ma n y st a t e  a n d  loca l g ove rn m e n t s  o ffe r fin a n c ia l g ra n t s  t o  
h om e b u ye rs, som e  a re  n on -re p a ya b le  g ra n t s.  Th e y m a y a lso  o ffe r 
d ow n  p a ym e n t  a ssis t a n ce  loa n s t h a t  a re  ze ro -p e rce n t  in t e re st  
d e fe rre d  d u rin g  t h e  m ort g a g e  t e rm . An d  m a n y n on p ro fit  
o rg a n iza t ion s a lso  o ffe r fin a n c ia l a ssis t a n ce . Mon e y fo r t h e se  
p rog ra m s o ft e n  g oe s u n u se d  b e ca u se  h om e ow n e rs  t h in k t h e y 
d on ’t  q u a lify w h e n  t h e y a c t u a lly d o . 
If fa m ily o r frie n d s a re  h e lp in g  you  p a y fo r a  n e w  h om e , m a ke  su re  
you  le t  t h e  le n d e r kn ow  it 's  a  g ift  a n d  n o t  a  loa n . Mon e t a ry g ift s 
u n d e r $14 ,0 0 0  a re n 't  t a xe d , a s  lon g  a s  t h e y're  n o t  con sid e re d  loa n s. 
  



P re p a re  t o  p a y a ft e r  yo u  b u y 
Ke e p  in  m in d  cost s  you  m a y e n cou n te r on ce  you  b u y you r n e w  
h om e . You  m a y h a ve  t o  fix som e t h in g  on ce  you  m ove  in . Or, you  
m a y fin d  t h a t  you 're  m issin g  som e t h in g  on ce  you 've  u n p a cke d . 
Give  you rse lf a  lit t le  w ig g le  room  fo r u n e xp e c t e d  e xp e n se s. 
You  m a y n e e d  t o  p a y c lo sin g  cost s  a n d  fe e s  a s  w e ll. Th e se  in c lu d e  
t h in g s like  a p p ra isa l fe e s , in sp e c t ion s, t it le  fe e s  a n d  so  on . It 's  
som e t im e s d ifficu lt  t o  kn ow  e ve ryt h in g  you 'll n e e d  t o  p a y on ce  
you  b u y t h e  h om e , b u t  ke e p  t h e se  t h in g s in  m in d  a s  you  m ove  
t h rou g h  t h e  h om e b u yin g  p roce ss. 
 
Th e se  p o t e n t ia l co st s  m a y a lt e r t h e  b u d g e t  you 've  c re a t e d  fo r you r 
d ow n  p a ym e n t , so  it ’s  im p ort a n t  t o  kn ow  w h a t  t o  e xp e c t . 
 
St a rt  h u n t in g ! 
Lookin g  fo r a  n e w  h om e  w ill b e  e a sie r a n d  le ss  s t re ssfu l w h e n  
you ’ve  d on e  you r h om e w ork t o  se e  h ow  m u ch  you  ca n  sp e n d  on  a  
d ow n . 
 
If you  h a ve  q u e st ion s o r cou ld  u se  som e  a d d it ion a l g u id a n ce , 
con sid e r con t a c t in g  a  Ke yFa c t o r&Co  Mort g a g e  Ad viso r. Th e y ca n  
o ffe r va lu a b le  a d vice  a n d  h e lp  you  focu s on  fin d in g  t h e  p e rfe c t  
h om e  fo r you r n e e d s.  
On ce  you 've  d e t e rm in e d  h ow  m u ch  o f a  d ow n  p a ym e n t  you  ca n  
m a ke , you 'll b e  b e t t e r e q u ip p e d  t o  h it  t h e  g rou n d  ru n n in g  in  you r 
h om e  se a rch . Th e  h om e  b u yin g  p roce ss  w ill b e  e a sie r, a n d  you ’ll 
h a ve  a  g ood  vie w  o f you r fin a n c ia l h e a lt h . Ha p p y h ou se  h u n t in g ! 
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