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Buying Considerations - Mortgage 101
Finding the right house is only one step in the home buying process.  Another critical component is understanding what you can afford and how the finance process works.

You may want to consider pre-qualifying with a lender.  A good lender will help you understand what amount you can comfortably qualify for based on your credit history and your current debt level.  By pre-qualifying, you can avoid the scenario of finding the “perfect house” but not being able to qualify for the loan.

When working with a lender, there are some important terms you will need to know:

· Amortization: This is a detailed breakdown of your payments over the life of the loan. An amortization table shows you how much of each payment goes to principal, and how much goes to interest. 
· Adjustable Rate Mortgage (ARM): This means that your rate will vary from year to year. Adjustable rate mortgages generally start out with a lower rate than fixed-rate mortgages, so if you plan to stay in a home for just a few years, this might be the way to go. 
· Escrow: These accounts are used to "hold" money. In the case of a homeowner, they're used for tax and insurance payments until the payment is due. Banks and mortgage companies like this arrangement, because they have control over these payments and can make sure they're made on time. 
· Points: When you're shopping for a mortgage, you'll be quoted different rates depending on how many points you want to pay. One point equals one percent of your mortgage amount. So, if you were mortgaging $100,000, a point would be $1,000. When you pay points you are paying some of the interest on the loan ahead of time, so you'll get a lower interest rate. 
· Private Mortgage Insurance (PMI): This will be added on to your mortgage payment if you're putting less than 20% down. In the old days, you'd be stuck paying this forever, but new regulations require lenders to cancel it when your mortgage balance drops to 78% of the original purchase price of your home.
Remember that your lender and your agent are available to help you.  If you still have questions, don't be afraid to ask.
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