Test Your Real Estate I.Q.
1. If you are considering a home purchase, what is the first thing you should do?  (A) Begin looking on line to find an area you like.  (B) Find a Realtor to work with.  (C) Do your home work and find a lender that can tell you if and for how much of a home loan you qualify for.
2. How much money do you need to put down on a mortgage to avoid paying mortgage insurance? (A) 10%  (B) 20%  (C) 25%
3. If I don’t have a large amount of money to put down, I can’t buy a home.  100% financing loans don’t exist anymore.  True or False?

4. My credit score is not great but it still pretty good.  I can take advantage of the low advertised interest rates and buy a home with the best possible payment.  True or False?

5. I am a first time buyer and I closed on my new home in January.  I can use the First time Home Buyer credit on my taxes for this year.  True or False?

6. I am getting married (already married) and my credit is bad but my income is good.  Can we get a loan based on our income but my spouse or spouse-to-be’s credit? Yes or No? 
7. All lenders and loans are pretty much the same.  All lending institutes offer pretty much the same thing.  True or False?

8. I am buying an investment property or second home.  It is just like buying a home.  True or False?

9. I can rent my second home to vacationers in the summer.  It doesn’t matter where it is.  True or False?

10. The only way to rent a short term investment property is to hire a property management company or become a property manager myself.  True or False?

11. My Realtor tells me I need to put money down with my offer.  Why and where does this money go?
12. My Realtor has given me information concerning a home warranty.  I had a home inspection so I don’t need a warranty, right?

13. I have found a home to buy and everything is in order but I need to be out of town on the closing date.  Do I have to change my plans?
14. The home I want to buy is listed as “AS-IS”?  What does that mean?

15. We are currently in a buyers market.  We found a home we really like and made an offer that the seller considers too low and has rejected it.  Are they crazy?!
16. I am selling my home and my Realtor has suggested “de-cluttering” my home.  I really love all my knick-knacks and photos.  Should I just ignore this advice?

17. I am putting my home on the market and I disagree with the price my Realtor gave me.  I have put a lot of work into this home and I think it is worth a lot more.  Do I have to list my home at the price my Realtor gives me?

18. I have listed my home and my Realtor wants to put a lockbox on it.  I don’t want people in and out of my home so I refused to allow it.  Showing agents can just call me to set up an appointment.  No problem, right?
19. I have two large but very sweet dogs.  I don’t want to crate them or put them in a kennel while my home is on the market.  My listing says, “Friendly dogs” so I am okay, right?

20. My home has been on the market for quite a while.  Should I consider other options like, renting, a lease with purchase or even changing Realtors?

Okay!  Let’s see how you did!

1. Yes, this was a trick question! I bet you think I would say find your Realtor.  But that is not necessarily your first move.   Often buyers try to put the cart before the horse and find the home they think they can afford, then they call a Realtor and tell them this is the home they want.  This can often lead to heartache and disappointment.  First time buyers especially, confuse how much they are willing to pay each month for a mortgage with how much they actually qualify to pay.  The first question I ask when I receive a call from a potential buyer is “Have you spoken to a lender?”  If they have, we are ready to go.  If they have not, I suggest do so before we begin to look.  I have referrals for those who do not already have a relationship with a lender.

2. Private Mortgage Insurance, or PMI, is required on any loan with less than 20% down.  PMI insures your loan in the event you default for any reason.  This was not a problem until the recent credit melt down.  Now, because many PMI companies are also bankrupt, the competition to get insured by those left can be fierce.  PMI companies may have stricter underwriting standards than your lender!  If you can put at least 20% down, you should consider doing so.  

3. 100% loans are still available through programs like the USDA.  However, 100% is a bit misleading.  You will still have to have some funds available for your earnest money deposit, various closing costs and inspections.  This is another reason to speak with a lender at the earliest opportunity.  They can give you a realistic picture of what loan programs you qualify for and just how much money you will need to have.

4. This is another tricky question.  Most lenders advertise their best rates and require the best credit to qualify for them.  This is another recent adjustment in lending practices.  Currently, you will probably need a credit score of 740 to get the best interest rates.  There is typically an adjustment for every 20 points below that.  For example, if your credit score is 690.  That is three “notches” below the best score the lender is looking for, so your rates may have three increases.  How much of an increase will depend on the lender. A lender will often give the option of “buying” down your rate to compensate for the increase.  Again, another reason to talk to a lender first and know exactly where you stand.
5. As always, when you have a question as to what can and can not be taken off on your taxes, you should consult a tax professional.  However, in this case, if your loan closed in 2009, you can claim the deduction when you file your taxes in 2010.  If you closed your loan January 1, 2010 you can claim this on your 2010 taxes when you file in 2011.

6. Oh, if it were only so!  Unfortunately, you must take the good with the bad.  If you use a persons’ income, you must also use their credit score.

7. All lenders are not the same!  It is surprising the number of loan programs being offered today compared to ten or twenty years ago.  Some lenders offer a wide range and others, not so many.  Lenders must also qualify to offer certain government loan programs.  I encourage any buyer to shop around for their lender.  Ask to see their processing fees in writing.  Sometimes a lender will offer a great rate but have hidden closing fees that offset any money you may save.  Recent changes by the government to prevent this type of predatory behavior should dramatically change this.  Now, if a lender quotes rates and fees, they must stand by them with very little variation.  AGAIN, know your lender!
8. False.  Buying a second home is very different than qualifying for your primary home.  Lenders require more money down and recent changes in lending guidelines also require that the property also qualify.  This means that any property you may be considering may not necessarily qualify for a loan.  Lenders are now taking a much closer look at not only how many homes in the vicinity are NOO (Non-Owner-Occupied) but how many short-sales or foreclosures are in the neighborhood and how many homeowners are behind on the association fees.  These are just a few of the new adjustments!

9. This is also false.  Many areas like Hilton Head have quite a few investment properties.  But, there are restrictions also.  Most plantations (what we call neighborhoods) are rules against renting a property short term.  Short term is generally considered less than six months to one year.  Even some of the condo associations have these rules.  Make sure you work with someone who is familiar with your area and the guidelines that apply.
10. One way to own a rental or investment property and not be a “hands on” landlord, is to hire a property management company. Another way that many people don’t know about is VRBO (Vacation Rental By Owner).  This is a site that you purchase and then manage online.  I have clients who have had great success with this and really love it.  There is also a bit of middle ground.  I also have clients who use VRBO and have a property management company.  This allows them to use the property management company to be the “go-between” for their renters at a much reduced price.  The rental gets their full rental fees for any clients they bring in but take the reduced fee for clients brought in by the VRBO site.

11. All offers, to be considered legitimate, must be accompanied by some amount of money.  This is called earnest money.  It says you are making an earnest offer for the property in question.  How much can vary substantially depending on the price of the home and the demands of the seller.  Also, this money will be forfeited in the event a buyer backs out of an offer for any reason other than what is specified in the contract.  When forfeited, the money goes to the seller as compensation for having kept their home off the market and possibly missing another buyer.  Earnest money tells the seller that you are a serious buyer and have every intention of purchasing their home.

12. I always recommend a home inspection.  In my opinion, this is money well spent.  If it reveals no problems, you have some peace of mind.  If it reveals major issues, you have the option of renegotiating with the seller or taking your earnest money back and moving on to another home.  A home warranty is something completely different.  A home warranty is an insurance policy for the major systems in the home.  For example, you have a home inspection that tells you everything is in good working condition.  This means that everything is in good working condition at that time, on that day.  If you move in and the air handler stops working, it is your problem!  A home inspection is not a guarantee of anything except that the things checked were is good order the day they were checked.  A warranty covers all major systems and appliances (some cover everything, others don’t).  If you use the same scenario and the air handler stops working the day you move in, you call your warranty provider and they send their authorized repairman out at a nominal fee and if the air handler must be replaced, the warranty will cover it.  This is particularly useful for homes that are older and may have more wear and tear on them.

13. No, you do not need to be present in order to close your loan.  Make sure your closing attorney knows before your closing date that you will not be there and they can make arrangements.

14. This means exactly what it says.  The seller is selling the home and not making any claims as 
