
Learn 8 Time-Saving Tips for Mortgage Shopping

Description

Everyone wants to get the best mortgage rate available. But, looking around and researching all of
your options in quest of the greatest offer might take time. And time is money in and of itself.

Fortunately, there are methods for shopping for a mortgage that is both speedy and thorough.
Moreover, when discrepancies in mortgage rates of only one-eighth of a percent can add up to
thousands of dollars over the life of your loan, being diligent is critical. The following suggestions will
make your mortgage shopping easier while also helping you to swiftly and confidently get the greatest
price on a house loan.

1 – Determine your financial capabilities

This is where you should begin. Don’t waste time looking for a loan you won’t be able to qualify for or
looking for a home that is out of your price range.

Many borrowers make the error of estimating what they can get approved for without taking into
account the whole cost of the monthly mortgage payment. Taxes, homeowner’s insurance, and
mortgage insurance, which are often included with the mortgage statement, can easily account for one-
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quarter of the monthly expense.

How much money can you get? Your total monthly debt payments, including your mortgage, auto
payments, credit cards, student loans, and any other debt, should not exceed 41% of your gross
monthly income. You can sometimes go higher by making a larger down payment. Monthly debt does
not include invoices for continuous monthly expenses such as utilities, internet service, cable TV, and
the like.

2 – Understand your credit score

With a FICO credit score as low as 620, you can often qualify for a mortgage if you meet other criteria
such as income, debt load, and down payment. Your credit score, on the other hand, can influence the
interest rate you pay, the size of your down payment, and even the sort of loan you choose.

Conventional mortgages sponsored by Fannie Mae or Freddie Mac are typically the first choice for
borrowers with credit scores of 720 or above because they provide a solid combination of cheap rates
and acceptable terms. Yet, once scores fall below 600, those rates increase significantly.

The FHA, on the other hand, does not use risk-based pricing. Thus a 640 credit score will result in the
same mortgage rate as a 740 credit score. Yet, the extra fees connected with an FHA loan may be
higher than those associated with Fannie/Freddie loans.

What is the takeaway? If your credit score is 720 or higher, you should choose a Fannie/Freddie
mortgage rather than an FHA loan. If your credit score is 680 or lower, you should consider an FHA
loan. That can be a toss-up in the middle.

3- Do you have military experience?

If you are a veteran or otherwise qualify for the VA loan program, don’t hesitate. Use the VA route. The
rates are outstanding, and there is no need for a down payment or mortgage insurance unless 1)
you’re purchasing a really costly property, 2) you’ve already used up your entitlement on a prior home
purchase, or 3) you have enough money in hand for a 20% or greater down payment. Otherwise, it’s
unlikely that you’ll find a better price by looking into Fannie/Freddie/FHA choices.

4- Shop APR rather than rate

Most individuals compare mortgage rates while looking for a home loan. While this is useful, it is also
deceptive. Lenders frequently compensate for falsely low rates by charging greater upfront fees,
notably by including “discount points.”

Discount points are a method of obtaining a cheaper mortgage rate by paying a portion of the interest
in advance. But, there are alternative ways for a lender to compensate for a lower rate by collecting
more fees.

This is where the annual percentage rate, or APR, comes into play. It allows you to express the overall
cost of the loan as a percentage rate. It’s essentially the rate you’d pay if you rolled all of the loan’s
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closing costs into the mortgage itself.

While it’s not a precise comparison, especially if you sell or refinance before the loan is paid off, it’s a
useful method to make quick, preliminary comparisons when browsing through possibilities. If you
aren’t familiar with math, it’s also a useful tool for making a final decision.

Nevertheless, if you’re considering an adjustable-rate mortgage (ARM) instead of a fixed-rate loan,
don’t rely just on APR; there are far too many other considerations to consider.

5 – Remove points to compare fees

One of the most common pieces of mortgage advice is to evaluate the costs offered by different
lenders. However, this can be problematic since not only can fee levels fluctuate between lenders, but
various lenders will use different names for the same price, bundle many fees under one name or split
one fee into numerous distinct ones, or not charge for some services while billing for others.

It’s enough to turn your head. Yet there is a simple solution. Simply compare the total costs charged by
each lender. After all, the individual charges aren’t as important as the total amount you’re paying,
right?

When doing this, make sure to exclude any charges for discount points from your comparison. This is
because discount points are a form of fee intended to reduce interest rates, which can throw off your
comparison. When evaluating fees, ask your lender initially to present you with an offer that does not
include discount points so that you may make accurate comparisons of fees between various offers.

6- Online shopping

One of the most effective time-saving tactics is to shop for your mortgage online. It is no longer
essential to see a lender in person or even speak with a loan representative over the phone. Almost
everything you need to do to narrow down your list of potential lenders to 2-3 finalists is available
online.

Typically, you may obtain all of the information you require to select a lender and even apply online
without making a phone contact. Even if a lender does not have a physical presence in your state, it
can nonetheless be licensed to do business there.

You may submit all of your documentation and inquiries electronically. The only time you need to go
anywhere is for the closing, which can be conducted at a local title agency or attorney’s office.

7 – Get prequalification

Being pre-qualified is one of the most important things you can do to ensure a smooth homebuying
and mortgage application process. Initially, it gives you a statement from a lender outlining how much
money they’re willing to lend you and on what terms. This saves you time looking at properties you
can’t afford.
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Second, it sends your basic information to the lender, ensuring that they get the majority of the
information they require prior to you submitting the actual application. Hence, if there are any gaps in
your information, they can notify you right away. There may be a few details to iron out until you submit
the actual application, but you’ll have the fundamentals covered.

8- Prevent “analysis paralysis.”

Some customers are so determined to find the best mortgage rate and terms that they may spend
weeks researching lenders in order to save that final one-eighth of a percent or a couple of hundred
dollars in fees. Mortgage rates, on the other hand, change all the time; the rate provided this morning
may have changed by the afternoon.

While your extra efforts may have resulted in a lender charging a fraction of a percent less in fees or
interest than the competition, market rates may have risen in the meanwhile, wiping out any savings
you would have achieved. So don’t go crazy with comparison shopping.

Examine several lenders, narrow them down to two or three of the most promising, and then contact
each to seek a breakdown of rates and costs for the loan you’ll be requesting. Send your requests to
each on the same morning and afternoon, so they can all work off the same market rate.

Then you may compare their offerings, choose one, and lock in your rate. Mortgage shopping may be
a stressful and time-consuming procedure. But, by focusing on a few key areas and not becoming
overwhelmed by the options, you can make the process go much more smoothly.
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