Smart Buyer Budget Sheet: Figure Out
What You Can Actually Afford

This comprehensive guide helps prospective homebuyers understand their true budget before falling
in love with properties they can't afford. Unlike bank pre-approvals that simply tell you what you

qualify for, this budget sheet helps you determine what genuinely fits your lifestyle and financial

reality.



Understanding Your Monthly Budget

Comfort Zone

The foundation of smart home buying starts with establishing a monthly payment you're
genuinely comfortable with. This total includes not just your mortgage, but all associated

housing costs that impact your monthly cash flow.

What's Included in Your Monthly Payment

Mortgage principal and interest

e Property taxes

e Homeowners insurance

e HOA fees (if applicable)

e Private mortgage insurance (if down payment is less

than 20%)

Setting Your Budget Baseline

If you're currently renting, use that payment as a starting point—unless it
already feels tight on your budget. Consider how much more (or less) you
could comfortably manage each month without sacrificing other financial

priorities.

Common Monthly Budget Ranges
e $2 000 (starter homes)

e $2,500 - $3,000 (mid-range)

e $3,500 - $4,000 (higher-end)

e Custom amounts based on your specific situation



Planning Your Down Payment

Strategy

Your down payment significantly impacts both your monthly payments and the types of loans you'll
qualify for. A larger down payment typically means a lower interest rate and avoiding private

mortgage insurance (PMI), but it's not the only viable approach.

20% Down Payment

1 The traditional approach that eliminates PMI and often secures the best interest rates.

On a $400,000 home, this means having $80,000 saved.
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10% Down Payment

2 A middle-ground option that requires less savings but adds PMI to your monthly costs.

On a $400,000 home, you'd need $40,000.

5% or Less Down Payment

3 Several loan programs (FHA, VA, USDA) offer low down payment options, making

homeownership accessible with less savings but higher monthly costs.

Remember to also budget for closing costs, which typically range from 2-3% of the purchase price.

On a $400,000 home, expect to need an additional $8,000-12,000 beyond your down payment.



Breaking Down Your Monthly

Housing Costs

Understanding the components of your monthly payment helps you build a realistic budget

and prevents unwelcome surprises after closing.

Cost Component

Mortgage (Principal &

Interest)

Property Taxes

Homeowners Insurance

HOA Dues

PMI (if applicable)

Typical Range

60-70% of payment

15-25% of payment

5-10% of payment

0-20% of payment

5-10% of payment

Notes

Varies based on loan amount,

interest rate, and term

Varies significantly by location

Depends on home value,

location, and coverage

Can range from $0 to $500+
monthly

Applied when down payment

Is less than 20%

Create your own detailed estimate by researching property tax rates in your target

neighborhoods, getting insurance quotes, and investigating typical HOA fees for the types

of properties you're considering. This granular approach will give you the most accurate

picture of your true monthly costs.



The Income-to-Housing Ratio:

Finding Balance

Financial experts recommend keeping your total housing costs within a reasonable

percentage of your income to maintain financial health and flexibility.

The 28% Rule

Traditional lenders prefer
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For example, if your household earns $10,000 monthly before taxes, your target housing
budget would be around $3,000 per month. This balanced approach ensures you're not
"house poor" —owning a home but having little money left for other priorities, emergencies,

or enjoyment.



Hidden Costs of Homeownership to

Consider

Beyond your monthly mortgage payment, homeownership comes with additional expenses

that should factor into your overall budget planning.

Maintenance and Repairs

Budget 1-3% of your home's value
annually for maintenance. Older homes
typically require more upkeep than newer
construction. This translates to
$3,000-9,000 yearly on a $300,000

home.

Landscaping

Lawn care, gardening, snow removal, and
other outdoor maintenance can add
$100-200 monthly, depending on your

property size and location.

Utilities

Expect higher utility costs than in a rental,
especially if you're moving to a larger
space. Request utility history from sellers
to estimate monthly costs for electricity,

gas, water, and waste removal.

Future Renovations

Consider setting aside additional savings
for eventual updates or renovations to
your home, especially if buying a property

that will need improvements.

These costs are often overlooked in the excitement of home shopping but can significantly

impact your overall financial comfort after purchase. Building them into your budget

planning prevents unpleasant surprises later.



Taking the Next Step: Making These

Numbers Real

Having a general budget framework is an excellent start, but working with professionals can

provide the clarity and confidence you need to move forward in today's competitive market.

Connect with a Trusted Lender

KNI Get personalized calculations based on your specific financial situation, credit score, and

down payment plans

Explore Market Realities
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Understand what your budget actually buys in your target neighborhoods

Create a Financial Preparation Plan

ldentify specific steps to improve your buying position, from credit optimization to savings

strategies

Move Forward with Confidence

G} Enter the market knowing exactly what you can afford and what trade-offs make sense

for your situation



