HOW TO SAVE MONEY 

ON YOUR NEXT HOME PURCHASE

By Jim “Gymbeaux” Brown

Keller Williams Realty

OBJECTIVE:  To save hundreds if not thousands of dollars on the purchase of your next home.

DISCUSSION:  In the typical home purchase, the buyer begins the home search, finds a home, writes a purchase agreement, gets it accepted THEN applies for a home mortgage loan.  This is backwards, yet probably 98% or more of all home purchases follow this scenario.

QUESTION:  If this is how most homes are purchased, why is it wrong?

ANSWER:  The answer lies in the story of the wife, Adrian, who when she cooked a ham, always cut off the end of the ham before she put it in the oven.  Her husband always wondered why she did this and finally asked her.  She told him she did it because that is the way her mother Margaret baked a ham.  Then at Christmas he had the opportunity to ask Margaret why she cut the end of the ham off and she responded that was the way HER mother Mary always did it.  Well at this Christmas, her Mary was present so he posed the question.  Her answer astounded everyone.  Mary said she always cut off the end of the ham because it was the only way she could fit it into the only baking pan she had.   So what is the morale of this story?  People tend to do what other people have done without questioning the reason why.  This is why MOST people follow the above plan when it comes to purchasing a home.

A BETTER, MONEY SAVING PLAN:  Follow this logic.  Either before or during your home search you literally apply for your mortgage.  To obtain a mortgage usually takes about 20 to 30 days to get FULL approval.  If you wait until you have an accepted contract, you must then make the loan application, then wait while all the information is gathered and verified by the loan officer.  Then and only then can you close the sale.  

Had you made loan application as soon as you made the decision to purchase a new home, it is quite likely that you will have LOAN APPROVAL BEFORE you even look at the first home.  

WHY IS THIS IMPORTANT?  There are several reasons why this is a better plan:

(1) You know what your maximum loan amount is and therefore you are not wasting your time looking at homes for which you CANNOT obtain a mortgage.  You are only looking at homes that you can buy.

(2) You avoid total frustration when you find the home of your dreams only to discover that you cannot obtain the loan, or the loan in the amount needed to purchase your dream home.

(3) When a sale falls apart it is usually because the home did not appraise for the sales price; the inspection process discovers discrepancies unacceptable to the purchaser; and/or the purchaser is unable to obtain the loan.  By applying up front and early, you eliminate the one of these three things.

(4) But is gets better!  The real reason you apply and get approval early is that once you have been approved for a specified maximum amount that a mortgage company is willing to provide you, YOU LITERALLY BECOME AN ALL CASH BUYER!  Herein lies the reason you can save hundreds if not thousands of dollars.

WHY?  Imagine that you are a seller.  A buyer submits an offer you can accept and it is contingent upon obtaining a mortgage.  Then the wait begins.  Neither the purchaser, the purchaser’s agent, the seller or the seller’s agent knows for sure that the purchaser can actually obtain the loan until the mortgage company indicates that they are in fact willing to give the purchaser the money.  This typically takes between 20 to 30 days or longer.  Therefore the seller, in this case YOU, must wait before you can be assured that you can move out of the home and arrange to move into your new home until the loan is actually approved.

Therefore, as the seller, would it not be in your best interest to sell your home to an ALL CASH purchaser or a purchaser that has already been approved?  All that remains is a need for an appraisal to support the sales price.  Using this logic, a buyer that has already been approved, can use the approval as leverage to get the seller to agree to a quick sale and this means that the purchaser “could” offer a much lower price for the home.  The seller’s agent will recognize that the sale is “almost a done deal” and there is little that could stop a sale from closing.  Therefore, the seller’s agent will be more inclined to get the seller to accept the offer without trying to hold out for the maximum price.  Remember, this is a “done deal” for all practical purposes.  AND, because the purchaser has already been APPROVED for the loan, the sale can be closed in a matter of days instead of weeks.  This alone could save the Seller one or two additional mortgage payments on their present loan.

THE BASIC RULE TO CONSIDER:  An all cash buyer has considerable leverage in regards to the sales price of a home as compared to a buyer that must go through the loan application process and there is no guarantee of obtaining the loan.

ACTION:  Apply for your home mortgage loan as early as possible; it is like putting money in the bank!  Talk to your Keller Williams Real Estate Consultant and save money!
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