Understanding the costs of a mortgage
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Not knowing what it is going to cost to get a mortgage can cost a homeowner in a big way.  I do not necessarily mean the total cost of the mortgage over the typical 30-year loan term, although that figure is important.  Knowing the costs involved in a mortgage means getting educated and informed before looking at homes.  It is in a homebuyer’s best interest to meet with a lender well before the home shopping begins.  This is especially true if you are a first-time homebuyer.
Should there be any credit problems or even income verification issues, these need to be worked out before tying a home up with a contract.  Also, even if you’ve gone through the home buying experience once or twice, things change.  Often bad advice is given to a new homebuyer by an “expert” who has bought a home before.  Having any loan problems worked out in advance of contracting to purchase a home in one of the wisest and best things a buyer con do.  A common misconception is that the seller always pays the closing costs for the buyer.  The fact is closing cost are negotiable.  If a home is   priced accordingly, a seller may pay all closing costs. A buyer needs to know how much the closing cost are going to be for his loan program.

Potential homebuyers also need to know what up front out of pocket expenses he will encounter.  For example, how much are the costs of a factual credit report and the appraisal on a home.  
Typically, the buyer pays for these two items on his own.  Sometimes he is reimbursed for these expenses at closing, but he still must pay them up front out of his own pocket.   Another expense is for a one year homeowner’s insurance policy.  Many borrowers do not realize this insurance must be prepaid for a year, even though it is usually included in the monthly house payment.  Home inspections may not be required but are a wise thing for a borrower to have before his contract is finalized.  Again, this is a up front cost which many home buyers are unaware of.  Knowing what to expect, getting yourself prepared by meeting with a lender and even getting approved before buying a house is the best thing to do.
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