Ultimate Guide Series

Mortgage 101: A Home Buyer’s Guide

Buying a home is one of the most significant financial decisions you’ll ever make, and for most
people, securing a mortgage is a critical part of the process. Understanding how mortgages
work, what lenders look for, and the steps involved can make the journey to homeownership
much smoother.

This comprehensive guide explains everything you need to know about mortgages, from the

basics to the application process and tips for securing the best loan for your needs. Whether

you’re a first-time buyer or looking for your next home, Bob Feland and the team at Executive

Mortgage Brokers, LLC., with over 20 years of experience and access to 30+ lenders, are here
to help you navigate the mortgage process with confidence.

Chapter 1: What is a Mortgage?

A mortgage is a loan specifically designed for purchasing real estate. When you take out a
mortgage, the lender provides funds to buy a home, and in return, you agree to repay the loan
with interest over a set period.

Key Components of a Mortgage

1. Principal: The amount you borrow to purchase the home.
2. Interest: The cost of borrowing money, expressed as a percentage of the loan amount.
3. Term: The length of time you have to repay the loan, typically 15 or 30 years.
4. Monthly Payment: Includes principal, interest, property taxes, and homeowners
insurance (PITI).

Chapter 2: Types of Mortgages

1. Conventional Loans

e Features:
o Not backed by the government.
o Typically requires a minimum credit score of 620.
o Down payments can be as low as 3%.
e Best For: Buyers with good credit and stable income.

2. FHA Loans

e Features:
o Backed by the Federal Housing Administration.
o Requires a minimum credit score of 580 with a 3.5% down payment.



o Flexible qualification criteria.
e Best For: First-time buyers or those with lower credit scores.

3. VA Loans

e Features:
o Backed by the Department of Veterans Affairs.
o No down payment required.
o Competitive interest rates and no private mortgage insurance (PMI).
e Best For: Eligible veterans, active-duty service members, and their families.

4. USDA Loans

e Features:
o Backed by the U.S. Department of Agriculture.
o No down payment required.
o Income limits apply.
e Best For: Buyers in rural or suburban areas.

Chapter 3: How to Qualify for a Mortgage

To qualify for a mortgage, lenders evaluate several factors to assess your ability to repay the
loan.

1. Credit Score

e Importance: Your credit score impacts your eligibility and interest rate.
e Minimum Requirements:
o Conventional loans: 620+
o FHA loans: 580+
o VA and USDA loans: Typically 620+

2. Debt-to-Income Ratio (DTI)

e Definition: The percentage of your monthly income used to pay debts.
e Ideal Range:
o Most lenders prefer a DTl of 43% or lower.

Example:

e Monthly income: $6,000
e Monthly debts (credit cards, car loans, etc.): $2,000
e DTI: $2,000 + $6,000 = 33%

3. Income and Employment History

e Requirements: Stable income and consistent employment over the past two years.
e Documents Needed: Pay stubs, W-2s, and tax returns.



4. Down Payment

e Conventional loans: As low as 3%.
e FHA loans: 3.5% (or 10% for credit scores between 500-579).
e VA and USDA loans: 0%.

Chapter 4: The Mortgage Application Process

Step 1: Get Pre-Approved

Pre-approval involves submitting your financial information to a lender for review. The lender
evaluates your credit, income, and debts to determine how much you can borrow.

Why Pre-Approval Matters:

e Shows sellers you’re a serious buyer.
e Helps you set a realistic budget.
e Speeds up the closing process.

Step 2: Find Your Dream Home

Work with a knowledgeable real estate agent to find a property that fits your needs and
budget.

Step 3: Submit a Formal Mortgage Application

Once your offer is accepted, submit a full mortgage application with updated financial
documents.

Step 4: Underwriting

During underwriting, the lender verifies your financial information and ensures the property
meets loan requirements.

Step 5: Closing

At closing, you’ll sigh loan documents, pay closing costs, and officially become a homeowner.

Chapter 5: Mortgage Costs to Consider

1. Interest Rate

Your interest rate is a significant factor in determining your monthly payment and the total
cost of the loan.

Tip: A higher credit score can help you secure a lower interest rate.

2. Private Mortgage Insurance (PMI)



If your down payment is less than 20%, you’ll likely need PMI. This protects the lender in case
of default.

3. Closing Costs
Typically 2-5% of the loan amount, closing costs include fees for:

e Loan origination
e Title insurance
e Appraisal
e [Escrow

Chapter 6: Tips for Securing the Best Mortgage

1. Improve Your Credit

Start working on your credit score months before applying. Pay down debts, correct errors on
your credit report, and avoid new credit inquiries.

2. Save for a Down Payment

While low down payment options are available, saving more can reduce your loan amount and
eliminate PMI.

3. Why Work with Bob Feland?
With access to over 30 lenders and hundreds of loan programs, Bob can help you find the
perfect mortgage for your situation.

4. Get Pre-Approved

A pre-approval letter strengthens your offer and gives you an edge in competitive markets.

Chapter 7: Common Mortgage Mistakes to Avoid

e Overstretching Your Budget: Don’t max out your pre-approval limit.
e Making Major Purchases: Avoid opening new credit accounts or making large purchases
before closing.
e Skipping Pre-Approval: Entering the market without pre-approval can delay your home
search.

Chapter 8: Working with Bob Feland and Executive Mortgage
Brokers, LLC.



Why Choose Bob Feland?

e Experience You Can Trust: Over 20 years of mortgage expertise.
e Extensive Options: Access to 30+ lenders and hundreds of loan programs.
e Personalized Service: Tailored solutions to meet your unique needs.

Whether you’re buying your first home, upgrading, or exploring investment properties, Bob
and his team are dedicated to helping you find the right mortgage and guiding you through
every step of the process.

Take the Next Step Toward Homeownership

Understanding the mortgage process is the first step to making your homeownership dreams
a reality. With the right knowledge, preparation, and support from a trusted loan officer, you
can navigate the process with confidence and success.

Book an appointment with Bob Feland at Executive Mortgage Brokers, LLC. today to
discuss your mortgage options and start your journey to homeownership.
Visit our personal website for tools, resources, and expert
advice.

Let’s work together to find the perfect mortgage and turn your dream home into a reality!





