
(StatePoint) With the increased use of�
digital tools, the mortgage process looks�
quite different today than it did for previ-�
ous generations. These new technologies�
can make the home loan process more�
efficient for both those buying a home�
and those refinancing their mortgage.�
However, it’s important to understand�
how your information is being used.�
     To help ensure you’re a savvy loan ap-�
plicant, Freddie Mac is providing answers�
to some commonly asked questions about�
digital mortgage tools:�
     Why do lenders use digital mortgage�
tools? Lenders have traditionally relied on�
printed documentation that requires them�
to manually review your application be-�
fore deciding if you qualify for a loan,�
including for how much and on what�
terms. This can be a time-consuming pro-�
cess for both the homebuyer and the�
lender. Digital mortgage underwriting�
tools allow lenders to expedite the pro-�
cess by using electronic documents and�
automation to more efficiently evaluate�
your loan application. Freddie Mac re-�
search has found that these tools can de-�
crease the loan origination timeline and�
may also save you money in closing costs.�
     In addition, the digital tools mortgage�
lenders use may help you qualify for a�
loan if you have a limited credit profile by�
looking at factors such as your history of�
on-time rent payments or the amount of�
money coming into and out of your bank�
account each month. This helps demon-�
strate your ability to pay your mortgage�
each month.�
     What information will my lender ask�
for? Not only will the way you provide�
documentation change, but in some in-�
stances the information your lender evalu-�

ates will change as well. For instance, you�
may be asked to provide access to digital�
accounts, such as your bank account, in-�
stead of providing printed bank state-�
ments. By using digital tools, lenders can�
get a more detailed view of your finances,�
which helps them lend to you if you are a�
harder-to-underwrite buyer. Specific re-�
quirements may vary by lender — some�
may prefer a fully-digital process while�
others may use a combination of printed�
and electronic documents. Talk to your�
lender to get a better understanding of�
their loan application process.�
     What if I’m not comfortable providing�
my information? Though your lender will�
have a more detailed look at your fi-�
nances through a fully-digital process,�
keep in mind that digital documents often�
provide a higher level of security than�
printed documents. If you still prefer not�
to share digital access to your personal�
information, your lender should under-�
stand your concerns and be willing to�
work with you on an alternative solution.�
If not, you can find a different lender who�
is willing to accommodate a loan applica-�
tion process that is not digital. In either�
scenario, you should always take steps to�
ensure your personal information is pro-�
tected and remain vigilant against poten-�
tial fraud. You can help mitigate your risk�
of fraud and identity theft by researching�
lenders and working only with reputable�
companies that take steps to protect their�
customers’ information.�
    Learn more about the mortgage appli-�
cation process with Freddie Mac’s step-�
by-step guides to homebuying and refi-�
nancing, which are available at�
myhome.freddiemac.com.�

(StatePoint) One of the most important�
steps to take while�
house hunting is to�
create an inten-�
tional budget that�
accounts for both�
upfront costs and�
recurring expens-�
es. Doing so will�
help you find a�
home that meets�
both your lifestyle�
needs and finan-�
cial situation. Here’s how:�
1. Assess What You Can Afford: A common�
way to generally estimate the price range�
of a home you can afford is to multiply�
your annual gross income (what you earn�
before taxes) by three to five, according�
to Fidelity. Understand that mortgage�
rates will have a big impact too. Lower�
rates can substantially increase your pur-�
chasing power. Lenders set an interest�
rate for each person based on several fac-�
tors, such as credit score. A higher credit�
score could mean a lower interest rate or�
better loan term.�
2. Account for Upfront Costs: When bud-�
geting, account for these one-time upfront�
costs you’ll pay after your offer is accept-�
ed:�
     The down payment: This is typically�
between 5% and 20% of the home’s pur-�
chase price. However, qualified borrowers�
can put down as little as 3% with options�
such as Freddie Mac's Home Possible or�
HomeOne mortgages. Both require private�
mortgage insurance, which is an additional�
expense to consider.�
     Earnest money deposit: Earnest money,�
also known as a good faith deposit,�
amounts to approximately 1%-2% of the�
purchase price of the home and is a sum�
you submit with your offer to show the�
seller you’re serious. During closing, the�
amount you pay in earnest money can be�
applied toward your down payment or�
closing costs.�
     Home inspection: The home inspection,�
which will be your responsibility, typically�
costs between $300 and $450, according to�
recent estimates from Rocket Mortgage,�
and will tell you about the home and its�
potential issues. Your realtor should be�
able to recommend several well-qualified�
inspectors.�

     Closing costs: Closing costs are what�
you will pay to the people�
representing your pur-�
chase, such as your lender�
and real estate agent. Also�
known as settlement fees,�
closing costs typically�
amount to 2% to 5% of the�
purchase price, and you�
may be able to roll them�
into your loan. Work with�
your lender to find the�
approach that best fits�

your financial situation.�
     Moving expenses: Whether you hire�
professional movers or DIY your move, on-�
line resources such as Realtor.com’s mov-�
ing cost calculator can help you estimate�
potential costs. When hiring movers, get�
quotes to ensure you are getting a fair�
price and to avoid moving fraud.�
3. Plan for Ongoing Expenses: Once you’re�
in the home, you’ll be responsible for�
making monthly payments. These may in-�
clude your mortgage principal, interest,�
property taxes, homeowners insurance,�
private mortgage insurance, escrow pay-�
ments and homeowners association fees.�
Most lenders agree that you should spend�
no more than 30% of your gross monthly�
income on these expenses, though this�
number will depend on your financial situ-�
ation. You’ll also need to save for regular�
maintenance expenses, such as appliance�
upkeep.�
4. Leave Room for Flexibility: Be sure to�
factor in savings for repairs or replace-�
ments of big-ticket items, such as your�
roof or HVAC system. Such flexibility in�
your budget can also help you weather�
financial emergencies, such as job loss,�
illness and unexpected circumstances.�
5. Use Tools to Guide Your Decision: To�
help you answer the critical question of�
how much home you can afford, use Fred-�
die Mac’s home affordability calculator�
found at myhome.freddiemac.com. This�
free online resource also offers a wealth of�
essential information to guide you at every�
stage of your home journey.�
     As you hunt for the home of your�
dreams, stay prepared and informed. One�
essential aspect of doing so is to set a re-�
alistic budget that accounts for the true�
costs of homeownership.�


