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Introduction 

At the time of writing this book nearly half of home sales were 

being made by first-time purchasers. In fact, 47% of all 

Americans who purchased homes in 2009 had not owned one 

during the previous three years, according to National 

Association of Realtors (NAR). That was up from 41% of sales in 

2008 and 36% in 2006. In 2009, there were 2.3 to 2.4 million 

first-time home buyers. 

In my specialty, as a First Time Home Buyer Expert, I speak to a 

lot of people every day. A large portion of them are people who 

are either in the process of buying their first home, 

contemplating the issue or flat out not sure if they should buy 

one. It does not matter what category they fall in, they still have 

a lot of questions about different stages of the process. First 

time home buying is a special occasion in everyone’s life. But 

because of the complexities around it, most people approach it 

with a mix of fear, anxiety and uncertainty.  

I wrote this book with the sole purpose of making the process 

easier and more predictable. I do not want lack of knowledge to 

come in your way of not buying your own home.  I have tried to 

demystify the entire process by avoiding the jargon as much as 

possible. The book first helps you in deciding whether you are 

ready to buy or not and then gives a step by step instruction on 



what you can expect along the process should you decide to 

buy. My favorite part of the book is the last chapter where I 

interview 7 First-Time Home Buyers (not included in the 

preview).  

Join the conversation at  www.FirstTimeHomeBuying101.com 

and/or the book’s Facebook Fan Page at 

www.Facebook.com/FirstTimeHomeBuying 101.  

Best wishes 
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The State of Real Estate 

Over the last few years, home prices 

have corrected and become more affordable. While that's good 

news for potential buyers, it has overshadowed the long-term 

appreciation of a home's value. The reality is, despite market 

ups and downs between 1950 and 2002, US home prices 

appreciated at an annual growth rate of 4.8%. Even if you 

calculate a modest appreciation of 3%, a home purchased today 

for $150,000 will grow in value to $364,000 over 30 years. 

At the time of writing this book nearly half of home sales were 

being made by first-time purchasers. In fact, 47% of all 

Americans who purchased homes in 2009 had not owned one 

during the previous three years. That was up from 41% of sales 

in 2008 and 36% in 2006. In 2009 there were 2.3 to 2.4 million 

First-time home buyers. (Data source – National Association of 

Realtors) 

The home prices had gone so low that investors are being able 

to rent out homes for enough to cover their mortgage payments 

and renters can now buy homes at almost same payment as 

rent. That’s why we are seeing wave of people snapping bargain 



houses. We have already started to see the prices stabilizing in 

some areas and even inching up. 

National Association of Realtor’s Chief Economist Lawrence Yun 

recently remarked – “As inventories continue to decline and 

balance is gradually restored between buyers and sellers, we 

should reach self-sustaining housing conditions and firming 

home prices in most areas around the middle of 2010.”  

The low mortgage rates have been a huge contributor to the 

revival of Real Estate market. The table below illustrates average 

mortgage interest rates on conforming loans – Loan Amount 

417,000 or lower (Source – Freddie Mac) 

 2000 2005 2006 2007 2008 2009  

30 Year 

Fixed 

8.05 6.27 6.14 6.34 6.03 5.04 

5 Year 

ARM 

n/a 5.32 6.08 6.07 5.74 4.75 



 

What does it mean for you if you are currently renting? 

Affordability Index: 

 

 

 



With 15%-25% drop in property prices and 75-100 basis points 

drop in average interest rates, more renters can now afford to 

buy a home compared to couple of years back. Affordability 

index measures the percentage of homes sold that a median 

income family in a metropolitan area can buy. At the end of 

2006 First-Time buyer affordability index was in the low 20s in 

California, but jumped to mid 60s for most part of 2009 (Source 

– California Association of Realtors). This means that now almost 

2 in 3 households can afford to buy houses in California wherein 

earlier it was 1 in 4 households. To read more about the First-

Time Home Buyer Affordability Index you can read one of my 

blog posts at http://lendingexpertblog.com/blogs/?p=722. 

 

http://lendingexpertblog.com/blogs/?p=722


The Benefits of Home Ownership 

Recently, the National Association Of 

Realtors® surveyed First-time homebuyers to find out what they 

considered to be most important in the purchase of their homes. 

The largest percentage, 62 percent, considered the mere 

ownership of a home as the most important reason to buy. 

Change in family situation (8 percent), Affordability of homes (10 

percent), First Time Home buyer tax credit (8 percent), Job 

related relocation (2 percent), Establish household (2 percent) 

and Desire for larger homes (2 percent) were other reasons cited 

for buying homes.  

 

For you it could an asset, an investment or an American Dream. 

Home ownership is the greatest American Dream, is it not? Even 

in this era of record foreclosures, the percentage of U.S. 

households that now own, rather than rent, is an all time high. 

It’s not a surprise given several benefits of homeownership. 

 



Rent vs. Buy 

No Matter what you are currently paying for rent, your total 

cash outlay over a period of several years will probably add up to 

a much higher total than you may have realized. 

Compare a renter who pays $1800/month with 5% increase in 

rent every year and a homeowner who buys a $500,000 home 

and the home appreciates at 5% every year. 

 Rent Payment Property 

Appreciation 

Year 1 21600 25000 

Year 2 22680 26250 

Year 3 23814 27562 

Year 4 25004 28940 

Year 4 26254 30387 

Total 119352 138139 

 

In the above example a renter ends up paying ~$120,000 in 

rents over a 5 year period while a homeowner ends up building 

~$140,000 in equity. These numbers may or may not be true in 

all real life scenarios, but it gives you an idea. 



Tax Benefits 

When you are figuring out how much you can afford to commit 

to monthly mortgage payments, do not forget about the tax 

benefits. The US government allows tax incentives that make it 

possible for many homeowners to exceed the standard yearly 

deduction. The following three components of your home 

mortgage are tax deductible: 

Á Interest on your home mortgage. 

Á Property taxes. 

Á Loan points for a purchase mortgage  

Don't Wait for a Tax Return ς Get That Money Now  

 The IRS allows you to increase the number of dependants on your 

W-4 withholding form, meaning that less will be withheld for taxes 

from each paycheck. After you buy your house, I strongly suggest 

you do that. This lets you have more money in each paycheck 

instead of "loaning" the money to the IRS and having to wait for a 

refund. 

But don't go overboard. You should only lessen the periodic tax 

withholding to match the expected refund. This way you are taking 

your refund as you go; instead of letting the IRS hold on to it. 

Consider visiting the IRS Withholdings Calculator to see how a 

change will impact your paycheck. Just visit www.irs.gov and type 

"Withholding Calculator" into the search bar at the top. 



In the early years of a typical mortgage a large portion of your 

monthly payment goes towards paying mortgage interest. That 

means as a homeowner your annual taxable income can be 

substantially reduced if you owned a house. 

Homeowners Have More Stability 

Owners typically stay in their home 12 years whereas renters 

stay no more than 3 years. Remaining in one neighborhood for 

several years lets you and your family establish lasting 

friendships, and offers your children the benefit of educational 

continuity. 

Appreciation of Property 

As home prices have fallen precipitously in today's tough 

economy, the basis for realizing appreciation in future years is 

very strong. Historically, even with other periods of declining 

value, home prices have exceeded consumer inflation. From 

1972 through 2005, home prices increased on average 6.5%, 

according to the National Association of Realtors®. 

Forced Saving 

The monthly payment helps in repayment of the principal 

amount, thereby increasing the equity of the house. Also when 

you sell you can generally take up to $250,000 ($500,000 for 

married couple) as gain without owing any federal income tax. 



Increased Net Worth 

Few things have a greater impact on net worth than owning a 

home. In a comparison of renters versus homeowners, the 

Federal Reserve Board of Consumer Finance found that the 

average net worth of renters was just $4,000 compared to 

homeowners at $184,400. 

Average net worth of homeowners vs. renters 

Annual income Owners Renters 

$80,000 and up $451,200 $87,400 

$50,000 to $79,999 $194,610 $25,000 

$30,000 to $49,999 $126,500 $10,600 

$16,000 to $29,999 $112,600 $4,240 

Under $16,000 $73,000 $500 

Source: VIP Forum, Federal Reserve Board, MSN Money.com 

 

Positive Environments for Families 

Children of homeowners are 59% more likely to become 

homeowners. Their children are also 25% more likely to 



graduate from high school and 16% more likely to graduate from 

college. 

Having a place you can call your own 

There can be no other benefit that can beat the emotional 

satisfaction of home ownership. Whether it’s having the nicest 

lawn on the block or having your own backyard and garage or 

being able to color the walls the way you want, is so much more 

fun than renting. 



How to choose your Home Buying Team 

Choosing a Real Estate Agent 

Your home search should begin 

by identifying a good real estate agent who can help you in 

finding the home that’s suitable for your needs and profile. 

But not all real estate agents are created equal. Not all real 

estate practitioners are REALTORS®. The term REALTOR® is 

a registered trademark that identifies a real estate 

professional who is a member of the NATIONAL 

ASSOCIATION of REALTORS® and subscribes to its strict 

Code of Ethics.  

 

*Here are five reasons why it pays to work with a 

REALTOR® 

 

мΦ ¸ƻǳΩƭƭ ƘŀǾŜ ŀƴ ŜȄǇŜǊǘ ǘƻ ƎǳƛŘŜ ȅƻǳ ǘƘǊƻǳƎƘ ǘƘŜ 

process. Buying a home usually requires disclosure forms, 

inspection reports, mortgage documents, insurance 

policies, deeds, and multi-page settlement statements. A 



knowledgeable expert will help you prepare the best deal, 

and avoid delays or costly mistakes. 

 

2. Get objective information and opinions. REALTORS® can 

provide local community information on utilities, zoning, 

schools, and more. They’ll also be able to provide objective 

information about each property. A professional will be 

able to help you answer these two important questions: 

Will the property provide the environment I want for a 

home? Second, will the property have resale value when I 

am ready to sell? 

 

3. Find the best property out there. Sometimes the 

property you are seeking is available but not actively 

advertised in the market, and it will take some 

investigation by your REALTOR® to find all available 

properties. 

 

4. Benefit from their negotiating experience. There are 

many negotiating factors, including but not limited to 

price, financing, terms, date of possession, and inclusion or 

exclusion of repairs, furnishings, or equipment. In addition, 

the purchase agreement should provide a period of time 

for you to complete appropriate inspections and 



investigations of the property before you are bound to 

complete the purchase. Your agent can advise you as to 

which investigations and inspections are recommended or 

required. 

 

5. Buying a home is emotional. A home often symbolizes 

family, rest, and security — it’s not just four walls and a 

roof. Because of this, home buying and selling can be an 

emotional undertaking. And for most people, a home is 

the biggest purchase they’ll ever make. Having a 

concerned, but objective, third party helps you stay 

focused on both the emotional and financial issues most 

important to you. 

*Source – National Association of Realtors 

 

But just because a real estate agent is a REALTOR® doesn’t 

automatically mean you can pick any REALTOR®. To pick 

yourself a top-notch professional, do the following: 

 

General Research 

The best place to start is by asking friends for referrals. If 

they have used an agent in the past they are happy about, 



you should definitely consider him/her if you are looking 

for a house in the same area. National Association of 

Realtors reported that Forty-four percent of buyers found 

their agent through a referral from a friend or family 

member. You can even do some initial research online. A 

recent study suggests that Nine out of ten home buyers 

used the Internet as one of the information sources in 

their home search process. First time home buyers were 

even more likely to use the Internet. Use websites like 

Yelp.com that provides reviews for agents. You can also 

Google to search for real estate agents in a particular area. 

Look for agents who seem to be well versed in the homes, 

schools, municipal services and other important 

information via their website or blogs. 

 

How will you know which REALTOR® is right for you? 

Seek to work with an experienced Real Estate professional 

that works with buyers on a regular basis. A real pro will 

go the extra mile to show you that they will look out for 

your best interest and gain your respect. Sincerity is a key 

word here. This type of Real Estate Agent will act promptly 

to get you information about their team and their 



methods of doing business, along with quotes and 

references from past clients. 

An experienced buyer's representative will ask many 

questions regarding your goals rather than tell you what 

they think you want to hear. You should also ask the 

following questions to find out more about the agent: 

¶ How long you have been licensed for? 

¶ Are you a Part-time or a Full-time agent? 

¶ How accessible are you? 

¶ Any other question important for your situation 

Answers to these questions and your own comfort level 

with the real estate agent should help you in deciding the 

right realtor.  

 

 

 

If you need recommendation for a good real estate agent, 

email me at Shashank@ArcusLending.com and I will direct 

you to the right agent. Make sure to mention where you 

plan to buy and what price range are you looking at. 

mailto:Shashank@ArcusLending.com


Choosing a Loan Consultant 

 Choosing a Loan 

Consultant is like choosing a trusted financial advisor. Or 

maybe even more! With a financial advisor you may have 

the option of replacing him/her with someone else if you 

are not satisfied; you can’t do that with a home purchase. 

So make sure, you do your due-diligence in choosing the 

loan consultant to handle probably the biggest financial 

decision yet of your life. 

 

General Research 

General research and short listing for a Loan Consultant is 

almost exactly like researching for Real Estate Agent. Start 

by asking your friends and families. Make sure you pick 

someone who is local and easily accessible.  

 

 

 

 



Interviewing Process 

Interview the referrals for your Loan Consultant.  

Comparing rates is just one part of the process. The main 

purpose is to learn and get the best advice. If they are just 

trying to sell you something and not actually analyzing 

your financial situation; chances are they are not offering 

you the best advice. But understand that to get the best 

advice, you will have to share your income, assets and 

credit score. After you have given them your situation and 

your financial goals let them advise you as to the best 

programs and products for your situation. Personally, I 

take well over one hour to do a mortgage planning 

exercise to advice the most suitable financing option. 

 

Take a Pick 

Upon interviewing those loan consultants, it’s time to pick 

one. Sometimes, it may come down to a gut feeling. That 

is fine.  

 

 

 



 Who is better - Mortgage Broker or a Bank 

Loan Officer? 

The loan officers at a bank, credit union or other lending 

institution are employees who work to sell and process 

mortgages and other loans originated by their employer. 

They often have a wide variety of loans types to draw 

from, but all loans originate from one lending institution. 

Mortgage brokers are professionals who are paid a fee to 

bring together lenders and borrowers. They usually work 

with dozens or even hundreds of lenders, not as 

employees, but as freelance agents. 

 

A mortgage broker would usually have more options and 

wider selection of loan products. But a Bank loan officer 

may have better control on the loan process. 

 

At the end of the day it’s their individual expertise and 

your comfort level that should decide who do you go with. 

But stay away from online companies who only have a 

website and a toll-free number. Going through a mortgage 

process for the first time could be stressful sometimes; 



hence you would need someone local who is more 

accessible.  

 

If you need recommendation for a Loan Consultant, email 

me and I will direct you to the right person.  



The Nuances of your Purchase Contract 

 The process of purchasing a home is 

often much more complex than the average individual 

expects it to be. Items involved in your purchase contract 

can have a significant impact not only on the success of 

your purchase transaction, but on your stress level as well. 

I have listed out some of the important items you should 

be aware of, that require you to make decisions as a buyer 

entering into a purchase contract. 

Loan or Financing Contingency 

Loan contingency is the period of time the seller is giving 

you to obtain full, formal loan approval. It is important to 

include a financing contingency in your offer, as it makes 

the transaction dependent on you receiving the mortgage 

you’ve applied for. It specifies your cancellation rights if 

you are unable to obtain financing. 

 



This contingency is typically between 10 and 21 days 

depending on what has been negotiated in the contract. 

The earnest money deposit you make at the time the offer 

is accepted will be put in jeopardy once the contingency 

for the loan has expired. In fact, pursuant to the terms of 

the contract, if the loan contingency has expired and you 

fail to close the purchase transaction, you could lose your 

earnest money deposit and not have the failure of 

obtaining loan approval to lean on as an excuse. Written 

pre-approval will help to eliminate problems in this area. 

Contract Period 

The contract period is the period of time in which all due 

diligence must be completed, including obtaining loan 

approval, property appraisal, home inspection reports, 

termite inspection, etc. Give yourself enough time for all 

due diligence to be completed for this very important 

purchase you are about to make. Typically, purchase 

contracts are drawn up for a period of 30, 45 or 60 days. 

However, it is really not uncommon for a purchase 

contract to be written with terms in excess of 60 days if 

the parties involved need that long of a period to complete 

all aspects of due diligence. 



Home Inspection Contingency 

As part of the negotiation in your purchase contract you 

and the seller will mutually agree upon the amount of time 

needed to complete all the home inspection procedures 

that are required. Utilizing an outside third party service to 

complete these inspections is highly recommended. 

You will be provided with a report by the home inspection 

company that you should review very thoroughly to make 

sure there are no material defects in the property that you 

were not aware of, and which could subsequently have an 

impact on the value of the property. Once your home 

inspection contingency has expired, you no longer have 

the leverage to go back and renegotiate with the seller to 

resolve any issues revealed by the home inspection. If 

there are material defects, you and your real estate agent 

should renegotiate either a reduction in the purchase price 

to offset the cost of any necessary repairs or having the 

seller make the repairs prior to the close of the 

transaction. Buyers with limited cash reserves should most 

likely negotiate to have the repairs made prior to closing. 

 

 



Termite Inspection 

A termite inspection is required by the lender if it is listed 

in the purchase contract. The lender may also require an 

inspection if the appraisal states there is evidence of 

termite damage. On FHA loans inspection is required only 

under the following circumstances: when there is evidence 

of active infestation, if mandated by the state or local 

jurisdiction, if customary to the area, or at the lender’s 

discretion. 

If termites are present it is up to both parties to determine 

who will be responsible for the remedy of the problem. 

When you negotiate your contract make sure you state up 

front whether you want the property checked for termites. 

Seller Rent Back 

It is often the case that when the buyer and seller are 

unable to agree upon a specified closing date for the 

transaction, the real estate agents will negotiate a “rent 

back” period. This means the transaction closes, the loan 

funds and ownership of the property is transferred into 

the buyer’s name, but the buyer does not take occupancy 

of the property until several days later. In this scenario, 



the buyer sets up a rental agreement, in which the 

property is leased back to the seller. 

An important footnote to this somewhat common strategy 

is to make sure the seller is not occupying the property in 

a lease agreement for more than 30 days after the close of 

the purchase transaction. This would constitute a non-

owner occupied purchase in the lender’s eyes, and would 

cause the terms of the loan to change radically. 

Seller Contributions 

Depending on the seller’s eagerness to close the 

transaction, the seller of a property will often become 

aggressive and offer to pay some or all of the closing costs, 

origination points and/or pre-paid items (interest, hazard 

insurance, tax escrows) associated with the purchase on 

the buyer’s behalf. This common strategy can be very 

beneficial to the buyer, particularly if the buyer is short on 

funds to close. It can also be the vehicle that effectively 

drives the interest rate down and provides the buyer with 

a more affordable monthly payment. 

 



The typical seller contribution is from 1% to 3% of the 

purchase price, based on the size of the down payment. 

Seller contributions may sometimes be isolated to non-

recurring closing costs and/or origination points only. The 

lender will not permit the seller to contribute funds back 

to the buyer after the close of the transaction to 

accommodate repairs to the property. Items such as roof 

leakage or new carpet may not be covered by any seller 

contribution clause. 

 

 

 

 

 

 

 

 

 

 



Like what have you read so far? 

The paperback version has 17 information packed chapters 

and also has the most comprehensive glossary. See below: 

 The State of Real Estate 

 Benefits of Homeownership    

 Are You Ready to Buy?     

 Step-by-Step Walkthrough    

 How to Choose your Home Buying Team  

 Beginning your Home Search  

 The Nuances of Purchase Contract   

 4Cs of Lending      

 Financing Options      

 FHA and other First Time Buyer Loans 

 Credit 101  

 Appraisal  

 IƻƳŜƻǿƴŜǊΩǎ LƴǎǳǊŀƴŎŜ 

 Home Warranty   

 Common Ways to Hold title    

 Moving Tips  

 What are First-Time Home Buyers saying  

 Glossary  

 



Critics are raving about the book. Check out some of the 

reviews below: 

What a nice read! First Time Home Buying 101 is very easy 
to understand and follow. Finally a book about being a first 
time home buyer that actually gives them the information 
they need and not just a sales pitch. Carole Rodoni, 
President - Bamboo Consulting, Economist and Real Estate 
Speaker 

Shashank has taken an often complicated, burdensome 
and confusing process of buying a home and broken it 
down into everyday common language that every first 
time home buyer should read! Tim Davis, RealEstate and 
Mortgage Speaker, Author and Coach 

Personable and informative, Shashank takes the mind-
numbing subject of home financing and makes is simple 
enough for all of us to understand. I've been selling Real 
Estate for over 25 years. If my clients had a chance to read 
this, they would have been much better informed and a lot 
more comfortable making one of the biggest decisions of 
their lives. Good job! Bob Lilley, Owner of The Robert Lilley 
Brokerage 

If you are ready to buy the book, you can do so at 

Amazon.com by clicking this link http://bit.ly/bWL1Wd. 

Even if you do not decide to buy the book, I hope you liked 

previewing it. Consider becoming a fan of the book on our 

Facebook Page or follow Shashank on Twitter.  

http://bit.ly/bWL1Wd
http://www.facebook.com/FirstTimeHomeBuying101
http://www.twitter.com/ShashankTweets

