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Looking to buy a new home but not sure where to start when it comes to your financ-
es? You're not alone. Whether you’re feeling overwhelmed by the process or feeling 
like you have a clear understanding of what you can afford, we're here to help guide 
you through it all. 

Many aspiring homeowners find themselves in a challenging position when they 
realize their finances aren't quite in order. This is often due to a lack of understanding 
of the home-buying process, particularly regarding budgeting, saving, and securing a 
mortgage. Navigating these financial aspects can be overwhelming, but with the 
proper guidance and preparation, it doesn't have to be. 

It’s important to assess your financial situation, set realistic goals, and follow a 
well-structured plan. This process involves evaluating your credit score, managing 
your debt-to-income ratio, and creating a budget aligning with your financial capabil-
ities. Remember, you're not alone on this journey! There are countless resources and 
specialists at your disposal to assist you in understanding the financial elements of 
purchasing a new home. We highly recommend contacting our preferred lenders to 
determine your eligibility and explore how they can collaborate with you to enhance 
your financial standing.

This comprehensive guide is designed to help you navigate the financial preparation 
process, avoid common pitfalls, and set yourself up for success. 

HOW TO PREP FINANCIALLY
FOR BUYING A HOUSE



Getting your finances in order is extremely important when considering buying a 
house, as it can make a big difference in whether or not you qualify for a mort-
gage. Should you engage in less-than-ideal financial decisions, such as incurring 
excessive debt or making extravagant purchases, you may encounter difficulties.
 
On the other hand, speaking to a lender may pleasantly surprise you, and you may 
be in a better position to purchase than you initially thought. Often lenders can 
utilize assets that to help you qualify that you may not have initially thought of.

A COMPREHENSIVE GUIDE FOR
ASPIRING HOMEBUYERS
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Importance of a good credit score in mortgage qualification: A good credit score 
is crucial when applying for a mortgage, as it determines your eligibility, interest 
rate, and loan terms. Lenders use your credit score to indicate your ability to repay 
the loan and manage debt responsibly.  It’s smart to check your credit score well 
before you are prepared to buy because if there are items to be addressed, a lender 
can help you get on the right path to increase your credit score and purchase a 
home sooner rather than later.

How to obtain your credit report: You can obtain a free credit report annually from 
each of the three major credit bureaus: Equifax, Experian, and TransUnion. Visit 
AnnualCreditReport.com to request your report and carefully review it for errors or 
discrepancies. We encourage you to contact our preferred lenders to obtain a 
prequalification, further assisting you in your home-buying journey.

Tips for improving your credit score:

• Pay your bills on time, as payment history is one of the most significant factors in 
your credit score.

• Keep your credit card balances low, aiming for under 30% of your credit limit

• Avoid applying for new credit unless necessary, as it may result in hard inquiries 
and lower your score.

• Dispute errors on your credit report and work with the credit bureaus to correct 
them.

Recent modifications to credit scoring models now incorporate rent, utilities, and 
telecom payments. This inclusion aids in counterbalancing the recent rate hike, 
making homeownership more attainable for first-time buyers and those with 
modest down payments. Additionally, Experian has launched a novel self-reporting 
platform, enabling users to document punctual payments. Consequently, 66% of 
users have experienced an immediate boost in their FICO scores.
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CHECK YOUR 
CREDIT SCORE 
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Understanding debt-to-income ratio: Debt-to-income (DTI) ratio is the per-
centage of your monthly gross income that goes toward paying debts. Lend-
ers use this ratio to assess your ability to manage monthly payments and 
repay the mortgage.

The ideal ratio for mortgage qualification: Most lenders prefer a DTI ratio of 
43% or lower, but some may accept higher ratios depending on other financial 
factors. A lower DTI ratio indicates a better balance between your income and 
debt obligations, increasing your chances of mortgage approval.

REVIEW YOUR 
DEBT-TO-INCOME RATIO
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Strategies to lower your debt-to-income ratio:

Pay off high-interest debts like credit cards and 
personal loans to reduce your monthly obliga-
tions.

Refinance existing loans to secure a lower inter-
est rate or extend the loan term, which may 
lower your monthly payments. Before refinanc-
ing existing loans to obtain a lower interest rate 
or extend the loan term, it is advisable to consult 
with a lender. This will ensure you make well-in-
formed decisions tailored to your financial situa-
tion.

Consider increasing your income by pursuing a 
higher-paying job, engaging in part-time work, 
or initiating a side hustle. However, be mindful 
that making such changes too close to obtaining 
a loan might negatively impact your eligibility, so 
it is essential to weigh your options carefully.

Avoid taking on new debt before applying for a 
mortgage, as it can increase your DTI ratio and 
negatively impact your chances of approval.

Disclaimer: The strategies mentioned above for 
lowering your debt-to-income ratio can be effec-
tive; however, implementing these actions too 
close to making an offer or entering escrow 
could have adverse effects. Each individual's 
financial situation is unique, and consulting with 
a financial advisor is recommended to deter-
mine the best course of action for your specific 
circumstances.



Creating a budget is a vital part of preparing yourself for homeownership. You’ll first 
want to calculate your monthly household income after tax, considering all steady 
sources of earnings such as your primary job, side hustles, part-time work, and any 
additional income streams like interest or rental income. This comprehensive 
assessment will provide a more accurate representation of your financial situation. 
Ensure these income sources are steady and dependable since lenders will look at 
how consistent your income is when reviewing your mortgage application. Then, list 
all your monthly expenses and break them into two categories: fixed expenses (like 
rent and utilities) and variable expenses (like groceries, gas, and fun stuff). This list 
will also help you determine where to cut back on spending. Use a mortgage calcu-
lator tool from one of our premier lenders to estimate your mortgage payment, 
remembering to factor in property taxes and homeowner's insurance. This list will 
also help you in identifying areas to reduce spending. Remember that this is only an 
estimation and serves as a preliminary guide. It is crucial to seek preapproval and 
consult with a trusted lender for a more accurate understanding of your financial 
capabilities in the home-buying process.

ESTABLISH 
A BUDGET 
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Lastly, set a realistic savings goal by considering the down payment, closing costs, 
moving expenses, and other incidental costs of buying a home. With a 
well-thought-out budget, you'll be better positioned to make smart financial choic-
es and move closer to owning your dream home! Depending on your mortgage 
type, you should plan on a down payment from 3% to 20% of the home price. 
Remember that if you choose to put less than 20% you’ll likely need to carry private 
mortgage insurance (PMI) each month and should factor that into your monthly 
budget. You’ll want to factor in 2%-5% of the total price for closing costs, which cover 
the appraisal fee, credit report, tax services fee, government recording charges, and 
your lender’s fee.

https://jcommunities.com/financing/
https://jcommunities.com/financing/


CREATE A DEDICATED SAVINGS
ACCOUNT FOR YOUR HOME PURCHASE
High-yield savings accounts: Opening dedicated savings account for your home 
purchase can help you accumulate funds more quickly due to higher interest 
rates than traditional savings accounts. Research and choose a high-yield account 
with favorable terms and minimal fees.

Automatic transfers: Set up automatic transfers from your primary bank account 
to your dedicated savings account. This ensures consistent savings and helps you 
avoid spending money on non-essential expenses.
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Reducing discretionary spending: Analyze your 
spending habits and identify areas where you 
can cut back. This may include dining out less, 
reducing entertainment expenses, or canceling 
unused subscriptions. Redirect the money 
saved into your dedicated savings account.

Cutting debt: By paying off high-interest debts, 
you can reduce your monthly financial obliga-
tions and free up more funds for your home 
purchase. Focus on paying off high-interest 
debt first.

IDENTIFY AREAS
FOR CUTTING COSTS

CONSIDER ADDITIONAL
INCOME SOURCES
Part-time jobs, freelance work, or side hustles: 
Looking to pad that downpayment a bit? Explore 
opportunities to increase your income, such as 
taking on part-time jobs, freelancing, or starting 
a side hustle. This additional income can help 
you reach your savings target more quickly.

All Rights Reserved I JCOMMUNITIES.COM I 2023



FINANCIAL MISTAKES
TO AVOID 
While preparing to buy a home, avoiding certain financial blunders is imperative to 
ensure your ability to qualify for your dream home remains intact. First, postpone 
significant purchases like boats, cars, or other large expenses, as they can nega-
tively impact your credit score and debt-to-income ratio. Instead, focus on saving for 
your down payment and closing costs. Additionally, stay current on all debts, as late 
payments can drastically affect your credit score. Set up reminders or automatic pay-
ments to avoid missing due dates. Finally, maintain a stable employment history. 
Lenders generally require a minimum of two years of stable employment for mort-
gage qualification. It is advisable to consult with your lender before considering a job 
change, as upward or lateral moves within the same field may be acceptable, but 
becoming self-employed or accepting a lower-paying position could adversely affect 
your mortgage prospects. By steering clear of these financial pitfalls, you'll be better 
positioned to qualify for a mortgage and achieve your goal of homeownership.
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PREPARING
FOR THE MORTGAGE
APPLICATION PROCESS: A CHECKLIST
Kicking off the mortgage application process is pretty exciting! To help everything go 
smoothly and increase your chances of getting the perfect mortgage, it's important 
to come ready and prepared. Below is a handy checklist outlining the key steps before 
jumping into a mortgage application. Don't forget, we're here to support you every 
step of the way—just reach out to our awesome concierge team for guidance and 
assistance as you navigate this exciting journey!

A. Gather Necessary Documentation
Obtain recent pay stubs (usually from the past 2-3 months)
Gather tax returns for the past two years
Compile bank statements for the past few months
For self-employed applicants: Collect additional documentation such as profit and
loss statements, 1099 forms, or a letter from a CPA confirming the stability of your
income

B. Research Mortgage Options
Understand the difference between fixed-rate and adjustable-rate mortgages (link)
Investigate government-backed loan options, such as FHA, VA, or USDA loans
Compare interest rates, fees, and terms from multiple lenders (link)

C. Get Pre-approved
Familiarize yourself with the benefits of pre-approval - a better understanding of
your budget, increased negotiation power, and a faster closing process
Contact lenders to start the pre-approval process (link)
Provide required documentation and complete the lender's application form
Obtain a pre-approval letter from the lender once approved

By following this checklist, you'll be well-prepared for the mortgage application process 
and one step closer to achieving your dream of homeownership.
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https://www.investopedia.com/mortgage/mortgage-rates/fixed-versus-adjustable-rate/
https://www.bankrate.com/mortgages/how-to-compare-mortgage-offers/
https://jcommunities.com/financing/https://jcommunities.com/financing/


We Buy Here. We Build Here. We Live Here.
Ph: 775.379.8100  E: Concierge@JCommunities.com

5400 Equity Avenue, Reno, NV 89502

Beginning the mortgage application journey can be both exhilarating and challeng-
ing. To facilitate a smooth experience and optimize your chances of acquiring the 
perfect mortgage, being thoroughly prepared is essential. Our comprehensive check-
list below outlines the primary steps to remember before embarking on a mortgage 
application. By sticking to these tips, you'll be all set to confidently handle the process 
with style, getting closer and closer to making your dream home a reality.

Ready to take the first step toward your dream home? Our dedicated concierge team 
is here to guide you through every stage of the home-buying journey. From answer-
ing your questions to providing personalized advice, we're committed to making your 
experience as smooth and successful as possible. 

We get it, talking about your finances can be intimidating, but you can rest easy 
knowing that we're here to help guide you through it all. – call us today and let our 
concierge team help turn your homeownership dreams into reality!

START YOUR HOME-BUYING
JOURNEY TODAY!

https://jcommunities.com/

