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Considerations for First-time Homebuyers 
 
 

Motivations of a First-time Homebuyer 
 

• Transform “wasted” rent payments into mortgage payments that build equity over time 

• Consider it as a good investment that has the potential to appreciate and keep up with 
inflation 

• See home ownership as a sign of independence and enjoy the idea of being his/her own 
landlord 

 

Preparation Stages 
 

In the year(s) before you’re ready to start looking for a property, it helps to start preparing by 
reviewing your own finances.   

 
Savings  

o Do you have an emergency savings fund? 3-6 months of living expenses is a 
common amount to target.   

o How much have you saved for a down payment?  Most lenders will require at 
least 5% of the purchase price as a down payment, but if your down payment is 
less than 20%, you’ll also need to have private mortgage insurance (PMI).   

o You will also want to consider other related expenses, such as real estate closing 
costs, moving expenses, and often new furnishings, home repairs, upgrades that 
may need to be done right away.   

o Keep the savings in an accessible and relatively safe vehicle (generating a return 
against inflation, when possible) – consistent with your timeframe of realizing 
your home-buying ideas 

Spending 
o Keep track of monthly living expenses (utilities, food, car maintenance and 

payments, student debt, clothing, entertainment, retirement savings, regular 
savings, travel, etc.) to help establish a budget 

o Use that monthly budget to determine an affordable monthly mortgage payment   
Check credit score (FICO) 

o Having a strong credit score is essential to qualify for financing.  If you don’t 
already know your credit score, a great place to start is the Federal Trade 
Commission website, where you can access a free annual credit report.  
https://www.consumer.ftc.gov/articles/0155-free-credit-reports 
 

Once your finances are in order, it is helpful to determine what type of house and what specific 
features you’re interested in.  Would you prefer a single family home, condominium, or 
townhouse?   What neighborhoods are you interested in?  Many websites, like the one linked 
below, have online calculators that allow you to compare renting vs. buying by zip code, so you 
can narrow in on neighborhoods within your price range and budget.   

 

Next, you’ll want to consider priorities - what’s more important, the big kitchen or the big closet, 
maybe both? Do you need a big yard for kids or a dog, or something smaller you don’t have to 
mow? Make a list of priorities and rank them, and if you are working with a partner, this is an 
even more important step and can help clear up future miscommunication. Example of home 
features include size, number of bedrooms and bathrooms, kitchen features, child or pet friendly 
details, yards, closets, storage space, and possibly school options.  

https://www.consumer.ftc.gov/articles/0155-free-credit-reports


 

 
 
Taking Action – Looking for Properties 
 

• Consider engaging an experienced agent who will give you a selection of homes that meet 
your needs and fall in your price range, meet you to screen the houses, act on your behalf to 
negotiate price, organize inspection, make an offer, work with your lender, get paperwork 
done, etc.  You may need to meet with several agents before finding one you feel 
comfortable working with.   
 

• Compare different banks or lending organizations or brokers as potential lenders regarding 
interest rates, fees, internal approval process and paperwork required. Get an idea about how 
much a lender will give you to purchase your first home.  Lenders will consider current debt 
level, monthly income, the length of current employment. Ideally, you’ll want to get 
preapproved for a loan before placing an offer on a property.  
 

• Decide how big a loan to actually take, based on your monthly budget, and not the amount 
pre-approved by a lending organization (which is sometimes more than you should borrow).  
Monthly housing expense at around 40% of your income is a good place to start.  In addition 
to your monthly mortgage payment size, you may also wish to consider additional monthly 
costs such as property taxes, house insurance and home-owners association (HOA) fees.  

 

Useful links 

Affordability calculator:  https://www.zillow.com/mortgage-calculator/house-affordability/ 
Rent or buy calculator: https://www.realtor.com/mortgage/tools/rent-or-buy-calculator 
Baird resource: https://www.bairdwealth.com/insights/how-to-buy-a-house-in-eight-steps 
Additional information about us: https://lombardopearce.com/ 
 
Robert W. Baird & Co. Incorporated does not provide tax or legal advice.  The content presented here is for 
informational and educational purposes only and is obtained from sources we consider to be reliable but its 
accuracy cannot be guaranteed. 
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