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If you’re thinking about buying a home, there are some important things you can do to keep the 
process moving forward. From saving for your down payment to pre-approval for a mortgage, 
you can work confidently toward homeownership today.

1. Learn About the Process and How Much You Can Afford

The process of buying a home is not one to enter lightly. You need to decide on key things like 
how long you plan on living in an area, school districts you prefer, what kind of commute works 
for you, and how much you can afford to spend.

Keep in mind, when you start, you’ll want to get pre-approved for a mortgage. Lenders will 
evaluate several factors connected to your financial track record, one of which is your credit 
history. They’ll want to see how well you’ve been able to minimize past debts, so make sure 
you’ve been paying your student loans, credit cards, and car loans on time. According 
to ConsumerReports.org:

“Financial planners recommend limiting the amount you spend on housing to 25 percent 
of your monthly budget.”

Pre-approval will help you better understand how much you can afford so you can confidently 
make a strong offer and close the deal. Today’s low inventory means homebuyers need every 
advantage they can get. If you were pre-approved prior to the beginning of the health crisis, 
you may need to go through the process again, as lending standards have evolved in
recent months.
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Steps to Take If You Want to Buy a Home



2. Save for Your Down Payment & Closing Costs

In addition to knowing how much you can afford on a monthly mortgage payment, 
understanding how much you’ll need for a down payment and closing costs is another 
critical step. 

What’s a Down Payment? According to Bankrate:

“A home down payment is simply the part of a home’s purchase price that you pay up 
front and does not come from a mortgage lender via a loan.”

Thankfully, there are many different down payment assistance resources available to potentially 
reduce the amount you may need to put down on your home purchase.

What Are Closing Costs? Trulia says:

“When you close on a home, a number of fees are due. They typically range from 2% to 
5% of the total cost of the home, and can include title insurance, origination fees, 
underwriting fees, document preparation fees, and more.”

If you’re concerned about saving for these items, start small and be consistent. A little bit each 
month goes a long way. Jumpstart your savings by automatically adding a portion of your 
monthly paycheck into a separate savings account or house fund. AmericaSaves.org indicates:

“Over time, these automatic deposits add up. For example, $50 a month accumulates to 
$600 a year and $3,000 after five years, plus interest that has compounded.”

Before you know it, you’ll have enough in your savings if you’re disciplined and thoughtful 
about your process.

Bottom Line

If homeownership is on your wish list, identify what you can prioritize now to help you get 
there. Let’s connect to determine the steps you should take to start the process today.
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Housing inventory is at an all-time low. There are 25.7% fewer homes for sale today than 
there were this time last year, and buyer demand is very strong. The Pending Home Sales 
Index (PHSI) by the National Association of Realtors (NAR) reports:

“Year-over-year, contract signings rose 13.0%.”

As we’ve established, whenever there's a shortage in supply of an item that’s in high demand, 
the price of that item increases. That’s exactly what’s happening in the real estate market 
right now. The Home Price Index from CoreLogic reports that home prices increased by 10% 
over the past year. CoreLogic also forecasts a 3.3% home price increase on a year-over-year 
basis by the end of 2021, and that’s on the low end of most expert forecasts, so they may rise
even higher.

This is great news if you’re planning to sell your house. On the other hand, as either a first-
time or repeat buyer, this may instead seem like troubling news. However, purchasers should 
realize that the price of a house is not as important as the cost. Let’s break it down.

There are several factors that influence the cost of a home. The two major ones are the price 
of the home and the interest rate at which a buyer can borrow the funds necessary to 
purchase the home.

According to Freddie Mac, the average interest rate for a 30-year fixed-rate mortgage in 
January 2020 was 3.62%. The rate for January 2021 was 2.73%. Let’s use an example to see 
how that difference impacts the true cost of a home.

Assume you purchased a home in January of 2020 and took out a $350,000 mortgage. To buy 
that same home in January of 2021, applying last year’s appreciation of 10%, you would have 
needed to take out a mortgage of $385,000.
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Why the Cost of a Home Is More Critical
Than the Price



How will your monthly payment change based on this year’s lower mortgage rates?

This table calculates the difference you would see in your monthly payment at a lower 
mortgage rate while applying home price appreciation as well:

That’s a savings of almost $28 per month, which equates to $336 annually or $10,080 over the 
life of the 30-year home loan.

Bottom Line

Even as home values continue to appreciate, it’s a great time to buy a home while mortgage 
rates are still very low.
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Time of 
Purchase

Mortgage 
Amount*

Interest 
Rate**

Monthly Mortgage Payment 
(Principal & Interest)

2020 $350,000 3.62% $1,595.19

2021 $385,000 2.73% $1,567.65

Difference in Payment: You Save $27.54

Difference in Monthly Payment

*Using a 10% increase in home values for the past year, per CoreLogic
**Freddie Mac Mortgage rates for January 2020 and 2021 



Is the idea of saving for a down payment holding you back from buying a home right now? You 
may be eager to take advantage of today’s low mortgage rates, but the thought of providing a 
large down payment might make you want to pump the brakes. Today, there’s still a common 
myth that you need to come up with 20% of the total sale price for your down payment. This 
means people who could buy a home may be putting their plans on hold because they don’t 
have that much in the bank yet. The reality is – whether it’s your first home or you’ve 
purchased one before – you most likely don’t need a 20% down payment. Here’s why.

According to Freddie Mac:

“The most damaging down payment myth—since it stops the homebuying process 
before it can start—is the belief that 20% is necessary.”

If saving that much money sounds daunting, potential homebuyers might give up on the dream 
of homeownership before they even begin – but they don’t have to. 

The 2020 Profile of Home Buyers and Sellers from the National Association of Realtors (NAR) 
notes how the median down payment hasn’t been over 20% since 2005, and even then, that 
was only for repeat buyers, not first-time homebuyers. 
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Do I Really Need a 20% Down Payment?



As the image below shows, today’s median down payment is clearly less than 20%. 

What does this mean for potential homebuyers?

If you’re a first-time buyer and putting down 7% still seems high, understand that there are 
programs allowing qualified buyers to purchase a home with a down payment as low as 3.5%. 
There are even options like VA loans and USDA loans with no down payment requirements for 
qualified applicants.

It’s important for potential homebuyers to know they likely don’t need a 20% down payment, 
but they do need to do their homework to understand the options available. When you’re 
interested in learning more about down payment assistance programs, information is available 
through sites like downpaymentresource.com. Be sure to also work with trusted professionals 
from the start to learn what you may qualify for in the homebuying process.

Bottom Line

Don’t let down payment myths keep you from hitting your homeownership goals. If you’re 
hoping to buy a home this year, let’s connect to review your options.
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BRIDGENORTH HOMES 

Indianapolis, IN
info@bridgenorthhomes.com

bridgenorthhomes.com

(317) 318-1105

Equal Housing Opportunity

CONTACT US TO TALK MORE
We're sure you have questions and concerns about the real estate process.

We'd love to talk with you about what you read here and help you on the path to buying your new 
home. Our contact information is below, and our specialists look forward to working with you.




