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In order to answer this question, you must take into consideration many 
things…some of which I may go over and some I may not. It’s a big step and 
it’s not always the right time for everyone to purchase a home regardless of 
what the pressure of society may tell you or a parent, significant other, etc. 

Buying a home is extremely personal and ONLY you can make that choice. 

You never want to be near the end of a transaction wishing you weren’t, or 
losing sleep, feeling trapped or having major doubts about your decision to 
own a home.

Once you go under contract you are in a LEGALLY BINDING agreement, and it 
can be very expensive to walk away at the end. 

Do your soul searching ahead of time and really review your “rent or buy” pro 
and cons list extensively. 

If you feel that buying is the next best step for you…great! 

If not, or you have some large doubts, step back and take a break. Think about 
what your short term and long-term goals are again. Homeownership in my 
opinion is a great investment, but timing needs to be 
right for you – and only you.

PAGE 1

FALLBACH MORTGAGE BROKERS

ARE YOU READY FOR 
HOME OWNERSHIP?



Here is an example of a “Renting or Owning” Pro & Con list 

We realize there is a ton of pressure is on buyers to hurry up and take 
advantage of the low rates however at the end of the day …getting a good 
deal on a home you struggle to afford, or in a place you may not want to live 
for very long could very well be a big mistake for you. 

In order to avoid that mistake, I ask my clients to create this pro & con list and 
really spend some time on it.
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Can cost less

Shorter-term commitment

More flexibility if you need to 
relocate

Maintenance and repair costs 
are not renter’s responsibility

No tax incentives

Rent could increase

It’s not an investment

No building of equality
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Longer-term commitment

Responsible for all 
maintenance and repairs

Relocation involves more 
than just moving

Upfront costs are higher

can build equity

Value of home may appreciate

Satisfaction in homeownership

Possible tax incentives

Make the space your own

Renting Owning



ASK YOURSELF THE HARD QUESTIONS…even if your answer means we part ways 
because you are not yet ready to buy – that is ok with me. I have been helping 
people get into home for years and will still be here when you are ready. 

I am on your time schedule – remember that. 

Spend some time filling this list out and below I have some pros and cons to 
think about if you need a place to start with your analysis. 

1)    Do you need or want the flexibility to move around? 

2)   Is rent increasing in your market area yearly? 

3)  Do you have pets or children that require stability? Or a yard? Certain 
      location? 

4)  Do you have some savings in case of an emergency? Are you able to 
       create one or would this be difficult for you? 

5)   Do you like a certain neighborhood or area? City life or country? Or are you 
       undecided? 

6)   Do you plan on a growth or downsize of your family soon?
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   RENT Advantages BUY Advantages

RENT Disadvantages BUY Disadvantages



THE HOMEBUYING 
PROCESS

THE HOMEBUYING PROCESS

If you are a brand-new homebuyer this process can seem overwhelming but, 
a good lender and realtor team will help guide you through this process and 
make it seem very smooth. If you, the buyer continues to make this process a 
priority, do everything asked of you within 48 hours this process should 
run very smoothly. 
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The Homebuying process often starts with hiring a lender first, although 
you can also hire a real estate agent at the same time. A realtor will start to 
interview you about what you are looking for in a home but she or he will then 
ask about your budget. You won’t know you budget until you speak with a 
lender. Getting pre – approved is logically the first step in the home buying 
process. 

Selecting a realtor and lender team is extremely important. You need to know 
that the two of them work very closely together throughout the process. Trust 
is one of the most important aspects of this relationship. A realtor will trust 
that the lender is knowledgeable about the loan process, and we (the lender) 
need to trust that the realtor is selecting a financeable property that will 
appraise for the purchase price.

The lender must also trust you – the buyer – because they will be going off the 
information you provide them. You need to be completely transparent with 
them regarding every aspect of your financial life (and sometimes personal 
too – such as if you are married, divorced, or separated). 

Everything you tell them will eventually be verified through background checks 
or documentation. It is always best to be upfront and honest with your lender. 

A lender will interview you to determine if they can pre-qualify you. A lender 
cannot tell you that you can’t apply for a loan however a good lender may 
offer recommendations to you before they pull your credit if they feel that you 
may not qualify YET with them. They could suggest credit repair, tax advisor 
advice, or even a financial advisor etc. Remember a credit pull can be a big 
deal so you want to limit the amount of pulls on your credit yearly…that basic 
interview is often the best way for the lender to get to know you and ask the 
questions they need to in order to determine if you would benefit from a credit 
pull and an official application. 
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The speed and accuracy of your preapproval is heavily contingent on the 
buyer being honest and accurate with their employment dates, where they 
have lived, the income they make, and any other information the lender may 
ask, especially with past credit issues and where the down payment money 
is coming from. You may consider attaching a recent resume to your 
application, sounds silly but it can be very helpful for those in charge of 
verifying your employment. 



PAGE 8

FALLBACH MORTGAGE BROKERS

Here is a list of documents you should absolutely have on hand when apply-
ing for a mortgage – ideally, you should not have to search for these – we 
may request others as well, but these are the basics for most situations. 

W-2 Have the last two years – all jobs, unless you are 
self-employed or a 1099 contractor, if you are 
either of these, we need tax returns & 1099 
copies

Tax Returns Last two years FEDERAL including all schedules 
and pages (unless w2 employee) 

Driver License, Passport or Military ID Please check expiration dates – this is to make 
sure you are who you say you are 

Social Security Card May or may not be needed – have it on hand 
though in case we have need of it

May or may not be needed – have it on hand 
though in case we have need of it

We do not need every account only the ones we 
are using to determine you have enough cash to 
close (and where your direct deposit goes into for 
income). We require 60 days. 

Mortgage Statement/Insurance/Tax Bill If you already own a home, we need your most 
current mortgage statement (for ALL homes), 
insurance DEC page showing your coverage on 
your property and your yearly tax bill

Divorce Decree, Alimony, Child Support or 
Bankruptcy paperwork IF this applies to your 
situation

Please make sure you know where these 
important court documents are. They will run 
silent background checks behind the scenes, and 
these are things that we will find out about at 
some point – these are NOT deal killers, but we 
need to be aware of these situations and we 
need the court documentation
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The speed of a Final Approval relies heavily on the appraisal of the property 
you are purchasing. 

Appraisers are self-employed contractors, so they do not work for just one 
bank…they work for multiple banks. Their opinion is regarded highly and even 
though it is just an opinion the lender will use that opinion to decide if they will 
ultimately loan you the money for the property or not. 

Appraisers can charge whatever they want. I will get into this more in detail 
later but just know that IF you are given an estimate for $550 and the ap-
praisers asks for $800 the lender will honor that cost. You will be made aware 
of the increase but please keep in mind that appraisal cost depends on area, 
size of home, uniqueness of the home, and any other consideration the bank 
might ask the appraiser to comment on (such as rental income). If you de-
cline that price increase, you will have to wait to find another appraiser which 
could delay close. 

Appraisals are ordered after you go under contract and sign your disclosures 
from the lender. They will request payment up front for the appraisal. It is the 
only cost you will pay for up front in the loan process. On the real estate side, 
you will have to pay for inspections (if required or desired) upfront and you 
will need to pay your Tom fee (if negotiated in your contract to do so) as well 
as your earnest money. 

Example of Appraisal Costs are attached for you to review – these are estimates 

Your earnest money is given to title with a copy of your purchase agreement 
contract. Once that happens the title company, selected in your purchase 
agreement will open title and begin to do a background check on the prop-
erty for the lender and for the buyer. Paying title is part of your closing costs 
and its extremely important. They will search for liens on the property, review 
covenants, laws, ownership and property lines for the lender and the buyer. 
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Title companies play a HUGE role in the home buying process, and you will 
start your journey there, dropping off your earnest money AND you will end it 
there when you sign your final paperwork. 

At day of close, please remember to schedule a time with title to go in and 
sign your paperwork. If you cannot be there, we can hire a notary to come 
to you for an extra fee. You will need your driver license (not expired) and a 
cashier’s check in the amount of your closing costs and down payment or you 
will wire the money directly to title the day before or the morning of closing. 

Disclosure on WIRE FRAUD***Be careful. Confirm any account #s directly with
 title before you send the wire

** Do not bring cash or a personal check. Do not bring your debit card. These 
are not acceptable ways to pay when closing on a home **** 

During the home buying process over 25 people touch your file from 
beginning to end. Each of these people play an extremely important role in 
closing your loan and getting you into the home of your dreams. 



PAGE 11

FALLBACH MORTGAGE BROKERS

During the home buying process over 25 people touch your file from begin-
ning to end. Each of these people play an extremely important role in closing 
your loan and getting you into the home of your dreams. 
 
My best advice to all of you is to make sure when you get an email 
requesting a document, a form signed or ANYTHING else you make it 
happen within 48 hours or less. If you need more time speak to us about it. 
Also get us exactly what we ask for and not what you think we need. This 
will save A LOT  of time and headaches for you.

If we ask for all pages of your bank statement, make sure you get us that – 
even the blank pages. If we ask you for all your tax returns do not leave any-
thing out. Do not write on any document or circle anything or white out any-
thing. A document cannot be altered in any way. 
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My advice, you can choose to argue and delay things, or you can just do 
it – no matter if it seems ridiculous or not. We will try to filter through any 
ridiculous requests of you document wise but please be aware we may not 
win every battle with the bank on their requirements.

If it is easy for you to find a document requested and get it to us – do it. 

If not, talk to us and we will see what else night work instead. We work for you 
and want your experience to be painless, but buyers also have to remember 
they are asking a bank to give them 100’s of thousands of dollars to purchase 
a home. The more organized you seem the easier this will be on you when you 
get to final approval. Less documentation sent in often opens more questions 
and we don’t want that. Our goal is to get you in and out as quickly and as 
efficiently as we can. 
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**A picture of your document taken from your cell phone that is fuzzy and 
has cutoff dates will be rejected – the documents must be readable and ab-
solutely NO screenshots unless you have cleared it with us first. ** 

I realize this all may seem kind of stressful or could if you haven’t done this 
before but trust me our team WILL walk you through this – we are here to help 
you make it from start to finish smoothly. Being extra prepared is how we do 
this! 

Our average close in Colorado is 15 days and in New Mexico we are at 19 
days. A lot of this will depend on you getting us the documents we need and 
appraiser schedule. New Mexico is a little slower than other areas but that is 
because we only have so many appraisers to go around. We do this because 
we are upfront and honest with you about what we need from you. 

Also, not every lender is a good lender. Especially your online lenders. This is 
us being upfront with you.
 
Lenders are required to be licensed and insured. They are required to take 
yearly classes, go through vigorous background checks and training. Your 
representatives that work for call center “Lenders” are NOT required to go 
through this as they fall under the license of the bank and are not required to 
have individual training or insurance. 

If you have anything NOT perfect in your financial world, if the property is funky, 
or if anything with the sales contract that becomes difficult you will want to 
have that team that is knowledgeable about the guidelines and loopholes. 
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Mortgage Brokers are required to be up to date on over 10,000 pages of guide-
lines, which change often. 

But lucky for you (and me) I have an amazing team that you will soon meet. 
My job and our operations manager are constantly staying up to date on 
these guidelines and that ensures that we know what needs to be always 
done to get you through any obstacle we may face. We never want our clients 
to feel blindsided.
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Our process maybe slightly different than other lenders, we do not send out 
pre-qualification letters, we only send out preapproval letters. That requires 
more work upfront from you but it’s worth it when you go to put an offer in on 
a home. It also insures we have a stellar reputation within the community you 
are home searching in. This gives you a leg up when our pre -approval letter 
is attached to your offer. 

The listing agent knows our borrowers have already been analyzed and 
verified ahead of time whereas your competition probably had one phone 
call, credit pulled, and nothing verified. We will do all this upfront and your 
letter of approval will stand out because of this. 

Pre-Qualification letter vs Pre-Approval Letter 
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Our Pre-Approval Process 

As I said before our process is different, we can issue an instant pre – qualifi-
cation in less than 2 hours but it’s not worth the paper its on. The only way to 
be certain we will make it to the finish line is after your application informa-
tion is verified. We do this by requesting your documents up front then we pull 
credit. 

Why take a hit to your credit if we can’t make the deal happen? Why have 
multiple banks pull your credit when we pull it once and shop the rates for 
you? 

The process we help you through is not instant – because we not only verify 
you, but we also SHOP the banks for you. The programs and the rates. This 
not only saves you time and energy it also insures you will get the best deal 
through us. But we may not be your fastest option, the reason for that is 
because we do all the work upfront – not in the middle when you are already 
under contract like our competition or sadly at the end before your close date 
like many of our competition. 
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Therefore, you CANNOT wait to get your documents in to us. Some people 
judge a lender on speed to the pre-qualification and that is the WRONG way 
to go into this process. Everything we ask from you will be required from you 
at some point. We ask for it in the beginning which is why we can safely say 
we close in less than 20 days on average from start to finish. 

Here is what we need from you before we pull credit…. (And it could vary de-
pending on your situation), the quicker you get us these docs the faster this 
happens. We don’t deal in long Underwriting times – the only banks we work 
with have turn times of 48 hours or less. Always.



STEPS TOWARD 
PRE – APPROVAL 

1)     Speak to Licensed Loan Officer (me) 

2)    Fill out your online application 

3)    Our team member will reach out to you and ask for specific documents 
        we can verify 

4)   Once documents are in licensed loan officer (me) will review your file 

5)    Shop rate and bank programs for you 

6)    Pre-approval will be issued 

7)    Hire a Real Estate Agent (if you haven’t already) 
 
8)    Go Home Shopping with your Approved Budget 
  
9)    Make An Offer 

10)  Offer is accepted 

11)   Your turn in your earnest money & Title is opened (do not use money order 
        or cash please) 

12)  Disclosures- aka Loan Estimate will be emailed to you- sign ASAP even if 
        not perfect – remember this is a basic estimate and usually high (will 
        explain later) 

13) Rate is either locked or floated 
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14)   Appraisal is ordered & paid for upfront (even on refinances) 

15)   Your realtor will start scheduling inspections on your new home 

16)   You will be assigned a processor – processor will review your docs and 
         request updated ones if needed 

17)  Find and secure home insurance – send us contact info on who you 
         select please 

18)   We send insurance company our commitment and information 

19)   Your file goes to Underwriting for Initial Approval 

20)  Conditionally Approval is granted. (We expect nothing less) 

21)    Processor reaches out to you for additional documents requested by 
         Underwriting 

22)   Title work and survey comes in for underwriter to approve 

23)   HOA (if required) docs will come in for underwriting approval 

24)   Appraisal comes in for value (if it comes in less, I will discuss that later) 

25)   File is submitted for clear to close 

26)   Underwriting clears your file and issues your CTC

27)   Turn on utilities for your new home 

28)   File goes to TITLE to be balanced with bank closing department 
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29)   You or your realtor schedule a closing date and time with Title 

30)  You are given your final Cash to Close # and you get a cashier’s check 
         or WIRE money to title 

31)   You show up to title with a valid ID and your Cash to close check or wire 
         confirmation # 

32)   Sign your documents 

33)   Title sends those documents to the bank – bank will wire funds to title to 
          pay seller 

34)   Title records your transaction and keys will be given to you 

35)   Congrats – you have a new home 

36)  You leave us a review online if you enjoyed your transaction (not 
          required but we love it when our clients do this for us) 

37)   You refer us your friends and family if we have exceeded your 
          expectations!!! Our business thrives because of you and only you



CAN YOU LOSE A 
CTC (CLEAR TO 
CLOSE)?

Yep. 

How might this happen you ask….? Well, it’s NOT that hard actually and people 
do it ALL the time. Many lenders like to send out the 10 Commandments and 
we are no different. Until your loan is funded and recorded you must abide by 
these commandments. 

However, the best advice I can give you is when in doubt…ask. Actually …. 
JUST ASK. 

Do not move money from account to account…please. 

Do not deposit any CASH without speaking with us. 

Do not change jobs when under contract. 

Do not open ANY new credit – ever. 

Do not have your credit pulled unless you clear it with us. 

Do not buy a new car or trade in a car for a lower payment (or refinance a 
car). 

Do not pay off a mortgage even if we intend to pay it off at close. Had a client 
do this with her 401k because she needed us to eliminate the house payment 
and her home sale was delayed causing her purchase to be delayed…this 
ended up delaying us more than if she just waited – trust me – this is 
SUPER important…ask us, ask us, ask us…. please. 

PAGE 21

FALLBACH MORTGAGE BROKERS



PAGE 22

FALLBACH MORTGAGE BROKERS

Do not pay off any credit cards or loans even if we intend to pay them at close. 

Why? 

Well as dumb as this may sounds doing any of these above items may seem very 
small, but they make for large headaches for you and us. Every move you make 
must have a paper trail – every move. So, if you plan on paying off a credit card 
before close because your awesome and you think that will help us – sadly it does 
not. Instead of an updated statement from that credit card company NOW the 
underwriter will want a letter on letterhead from the credit card company stating 
you have a $0 balance AND an updated statement showing $0, which most likely 
has not cycled yet. 

Or if you buy a new car by trading in your old, financed car it may appear you have 
two car payments when you have only one. That could potentially kill your deal. Car 
dealerships are notorious for taking forever to file their paperwork especially the 
deals that are 30-90 days no payment…just do not do it. I assure you they do not 
care about the fact you are buying a home. 



APPRAISAL 
PROCESS

Earlier on I spoke to you about the appraisal process being one of the most 
important parts of your purchase transaction. It determines if the home you 
are buying is worth the purchase price. The lender will only loan up to the 
value of the appraisal so that is why this part of the process is so vital to the 
lender. 

Many buyers get confused on the appraisal vs the inspection. To be clear, 
it can be very confusing especially for first time home buyers. Lenders do 
not want a copy of the inspection, and it’s not required. A home inspection is 
something your realtor will set up for you if you decide to hire a professional 
to evaluate the condition of the home in depth. An appraisal will look mainly 
at the value of the home although they can also call out anything they deem 
unsafe. However, it will not be as detailed as an inspector will be. Home 
Inspections are highly recommended for your peace of mind. 
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Just to be clear on this, a home inspector is NOT a structural engineer so they 
cannot take the place for one however they can point out issues and advise you to 
get this report done if they notice any potential structural issues. I have also seen in 
the past where an appraiser will also request a structural engineer report. It is not 
often (unless it is a manufactured home) but if the floors are uneven or large cracks in 
the wall are present and the appraiser is concerned about this – they can also 
request this report be done before they give their final evaluation of the value of the 
home. 

“AS IS” or “REPAIRS NEEDED” 

Once the appraisal comes back a value will be given to the property. That value 
is obviously the most important part but so is the check box underneath the value 
given. 

The check box will either say “as is” or it will say “repairs needed”. Obviously “as is” 
means the value was given and nothing else is required or needed to come up with 
that value. 

HOWEVER

If the appraisal comes back with the “repairs needed” box checked the value, the 
appraiser gave is contingent on a few items being fixed or replaced. The appraiser 
will clearly state what he or she wants done to the property and it must be done 
before you can close on your home – no way around it.
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Let’s Talk Appraisal Value 

If it comes in for value – PERFECT!!! And if it comes in for more – AWESOME!!! Good 
news is the seller won’t find out unless you tell them, or your realtor tells the listing 
agent. Your realtor will not tell them – trust me. If you have an agent working both 
sides meaning, they represent you and the seller we will not email them a copy of 
the appraisal. The appraisal belongs to you (as the buyer) and us (the lender). All 
the seller and listing agent needs to know is that it came in for value and that it 
came in “As is”. If the appraiser is requiring repairs, we will only send that informa-
tion to them – not a copy of the whole appraisal, even if the seller paid for it as part 
of the negotiated contract.

Occasionally, the appraisal will come in low. 

When that happens the listing agent and the seller will receive a copy of the 
appraisal. The bank will not lend above the value of that appraisal (unless you are 
doing a rehab loan). You do have some options though. 
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1)   You can contest the appraisal. The realtors can come in with comparable 
       properties that they believe the appraiser overlooked and ask the appraiser to 
      reconsider the value. This can take 2-7 days on average. 

2)  You can come up with the difference & bring in more cash to close. 

3)  You and the seller can go back to the drawing board & negotiate price (maybe 
      meet in the middle?). Your agent will advise you if this happens. 

4)  Seller can accept appraisal and drop purchase price 

5)  Seller or Buyer can terminate the contract 

**Remember that appraisals are opinions of values from a licensed professional. 
They are just an opinion but one that has A LOT of weight. You can request another 
appraisal but that may require switching banks and some appraisals such as FHA 
or VA can stick with the seller or buyer for 6 months and unless you switch loan 
programs that appraised value won’t budge even if you request a new one** 

In the rare case your Appraiser goes MIA…or is delayed 
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Don’t panic. Yet. This happens sometimes. You have some options. 

I mentioned before those appraisers are basically self-employed and the banks 
contract them out to do your appraisal. Appraisers are very busy nowadays be-
cause they are not only doing purchases but also refinances. They set their own 
schedule and price. We can either agree to it or not. The banks all work with the 
same appraisers and some areas have less appraisers than others, so it is often 
wise to accept the first appraiser bid you get unless of course it’s unreasonable or 
way past close date. 

Another important thing to remember is that if your home is larger or rural this can 
also cause a delay. 

We can combat this by requesting a RUSH. A rush usually has an extra cost, but it 
may be worth it to you and the seller. However, we do not request a rush unless we 
cannot find an appraiser in the timeline we need unless we are advised to do so by 
you or your agent. 

We always order appraisal right away. You need to pay for it right away as well to 
not avoid delays. We must get on their schedule even if you decide to terminate the 
contract later for some unknown reason. If the appraisal has not been performed, 
you can get 100% refunded so DO NOT DELAY on payment here unless your realtor 
specifically advises this.

I have attached some examples of appraisal costs in Colorado and New Mexico so 
you can see what it could potentially cost These are examples from only one bank 
we use – each bank will have different fee sheets although many are similar
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What is a Re-Inspection Fee? 

A reinspection fee can cost anywhere from $100-$200 on average. This is ONLY 
charged if the appraiser must go back to the house for some reason. Typically, 
that won’t happen unless we get a “REPAIRS NEEDED” back on the appraisal. The 
appraiser will charge a fee to go back to the property to inspect these repairs once 
they are complete and they will charge extra for this. 

You will see it on the loan estimate, however that is just an estimate. The loan esti-
mate will give you what we feel is your worse scenario and that is why I mentioned 
before that loan estimates tend to be high. 

Do I go to the Appraisal? 

My advice is to talk to your realtor about this, but my personal recommendation is 
NO. You should not go to the appraisal unless you feel very strongly that you should 
be there, or your realtor advises you to be there. 

You will want to be at the inspection, but the appraisal is a different process. The 
appraiser will not speak to anyone usually. He or she comes in and immediately 
gets down to business. The appraiser is a contracted employee basically. They do 
not work for you, the seller or the realtors. Even if you paid their bill. They work for the 
lender and are hired to make an opinion about the property and many of them do 
not want any distractions. Sometimes the realtors request to be there and that is 
an acceptable practice, but buyers and sellers are usually asked to not be there. 
Again, speak with your realtor about this. The lender will not care if you are there or 
not. We only care about the appraisal coming in by our deadline.



LOAN PROGRAMS 

There are a lot of loan programs available to our clients and finding the right 
one is one of the most essential jobs that we Mortgage Brokers do, even more 
important than rate. The main loan programs can be divided up by two main 
groups Traditional and Non-Traditional. 

A traditional loan will require income documentation, low debt to income, 
solid work history, decent credit and will have specific down payment 
requirements. 
A non-traditional loan is often called a NON-QM loan aka out of the box 
loan where debt to income or length of work history isn’t as much of a factor 
however most of these programs require a larger down payment, reserves 
and very good credit. 

The Non- QM loan products are appealing to self-employed buyers and 
investors typically whereas majority of our clients will fit into the tradition-
al mortgage category so I will focus my attention on explain the differences 
between these programs. 

*Rehab loans are NOT out of the box loans – these will fall under either FHA or 
Conventional* 
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First Time Home Buyer – DPA Assistance Programs

These programs go through the state and although extremely tempting for first-
time homebuyers, but they are NOT the right fit for every first-time homebuyer. 
They have strict underwriting guidelines and income limits. They also restrict the 
debt-to-income ratios, which can reduce your purchase power by thousands of 
dollars. These programs do not gift you the money – they loan you this money at a 
higherthan-average interest rate and the loan amortizes over 30 years which can 
cost you over double what you borrowed. 

Also, some state programs offer a grant program where you can be gifted the 
money and it does not need to be repaid IF you live in the home for at least 15 years 
and the interest rate is slightly higher than national average. 

Also, most lenders charge a min .50% of the purchase price as an additional 
processing fee to do this program on top of their lender fees (and the FHA funding 
fee of 1.75%). So, it is a costly loan fee wise. 
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These are not my first choice for any of my first-time homebuyers, but they do exist. 
However, for the right borrower these can be great programs. If you can come 
in with your own down payment or get a gift it is the best option. However, if you 
are unable to bring in the down payment or a gift, let us talk about one of these 
programs and we can advise you. These programs are fixed rate, 30-year loans 
with the typical option to go either Conventional or FHA. 

FHA Loans

The FHA loan is called the First-Time Homebuying loan program. The reason is be-
cause FHA is very lenient on credit score, debt to income, past credit blemishes, 
newer credit history, and offers a lowdown payment option. 

Typically, you are required to bring in 3.5% of the purchase price down as a down 
payment. If your credit score is under 580, we can still do an FHA loan however you 
would need to bring in about 10% down. 

FHA is a government loan program so rates tend to be lower than conventional loan 
programs and the mortgage insurance can be less monthly than conventional if 
your credit score is under a 680-700 credit score. 

The downside of an FHA loan is that FHA requires a funding fee, no matter the lender 
you go with. This fee is a flat 1.75% of the loan amount. This fee called Upfront MIP. 
This fee can be paid out of pocket by the borrower or financed into the loan. 

Example) $200,000 loan amount will require an Upfront MIP fee of $3,500 (tradition-
ally financed into loan) Also, on an FHA mortgage you will pay mortgage insurance 
for a long, long time. Rarely is an FHA mortgage kept for 30 years – eventually you 
will refinance out of this loan program to a conventional loan Also, FHA has a lower 
loan limit than conventional meaning you must keep your loan amount under a 
certain amount. This amount varies on state and county. It also varies on if you are 
buying a single family or multi-unit.
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Conventional Loan 

The Conventional loan program is often a harder approval process than its compet-
itor FHA. Conventional loans are considered a stronger offer because it has harder 
credit requirements and a slightly higher down payment requirement. However, do 
not discount FHA. More first-time home buyers (FTHB) statistically buy homes with 
FHA than conventional loan programs. 

*If you are a first-time homebuyer Conventional loans offer a 3% down payment 
option otherwise you need at least 5% down on a primary home, 10% on a second 
home and a min of 15% on an investment property* 

Conventional loans are backed by private investors so because of this, these rates 
can be slightly higher on average than FHA. However, if your score is above a 680-
700 your private mortgage insurance is usually lower than FHA. 

Also, unlike FHA the private mortgage will eventually fall off your monthly payments 
at 78% loan to value or you can request it to be removed when you are at 80% loan to 
value. You can avoid paying mortgage insurance completely if you put 20% down. 

We do have also have a conventional program that only requires 10.01% down to 
remove PMI (private mortgage insurance) however that program has some stipu-
lations, and we have been doing a lot of these programs. Rate is slightly higher, but 
payment is often lower due to the PMI not being included. 

This is one of my favorite programs if you have the down payment and can qualify 
for a conventional loan. 

Also, conventional does not charge a funding fee & the appraisal has less strict re-
quirements than its government competition.
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VA Loans 

This loan program is for are veterans and active-duty members proudly serving in 
our military (Air Force, ARMY, Marines, Coast Guard) or our Reserve members. Also, 
some government officials also qualify for this loan program. The VA loan offers 
100% financing up to a certain amount. That amount is determined by a certificate 
of eligibility. 

This program is also a government loan program and is very lenient with past credit 
issues, debt to income, etc. The VA loan does have a funding fee unless the veteran 
is exempt from it. If you are not exempt, the more money you can put down as a 
down payment the fee starts to decrease. 

The VA does not have a limit on what price point you can purchase however they do 
have a limit on how much you can purchase with 100% financing. 

In my opinion unless you are putting 20% down or close to it, the VA loan is almost 
always the best option for our veterans regardless of the funding fee or not. 

The VA loan does have more strict property requirements than conventional but if 
the property is safe, sound and secure it should qualify for a VA loan. 
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USDA 

This is our government rural loan program. The program is available to many areas 
in the US and eligibility is determined by property address and zip code. USDA offers 
100% financing but before you think this is too good to be true the program does re-
quire a good credit score and low debt to income ratio. USDA also has some stricter 
property guidelines on manufactured homes and acreage. 

USDA also has a funding fee of 2% of the loan amount If you are looking in a more 
rural area this may be a great option for you.

Terminology (Explained) that You Need to Know 

LOAN to VALUE (LTV) 

This is the equation that lenders give you based on how much your home is worth 
compared to how much you owe. 

This equation helps the lender determine their risk factor. A higher LTV ratio sug-
gests there could be a higher chance you may default on your loan so therefore you 
could pay a slightly higher rate due to this. 

The more you put down the better the rate tends to be. However, do not feel you 
have to put 20% down to get the best deal but it is part of the equation that deter-
mines what your personal rate will be. 

If you put 20% down on a conventional loan your loan to value is at 80% which 
means you are not required to pay PMI (private mortgage insurance) If you put 5% 
down your loan to value is at 95% and private mortgage insurance is required



PAGE 35

FALLBACH MORTGAGE BROKERS

Debt to Income (DTI) 

Mortgage lenders use this equation to determine how much home you can afford. 
This is a ratio that looks at your income and your debt and comes out with a 
calculation that insures you can pay your mortgage payment and all your other 
monthly obligations. 

The mortgage payment you need to qualify for must include principal, interest, 
taxes, insurance and any HOA dues

Down payment (DP) 

Is an initial upfront payment toward a home. Each loan program requires a certain 
amount of down payment. Down payment must be source-able, meaning we must 
have a paper trail of where that down payment is coming from. That money needs 
to be sourced for at least 60 days in your bank account or asset account.
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Unlike other expensive items that require a down payment when you buy a home 
that down payment must be either your own funds, from a savings account, or an 
asset account such as a 401k. 

Down payment can also be gifted to you – and a gift letter will be required stat-
ing they do not expect repayment. That down payment amount gifted must also 
be sourced. The lender will require a 30-day bank statement or asset statement 
showing where (and from whom) the money came from. 

Closing costs can be helped paid for by the lender, the seller or one of the realtors 
however down payment cannot be borrowed from another lender, a friend or fam-
ily member nor can it be CASH. 

Cash that we cannot source will not be allowed. 

If you have your down payment is cash let us talk about how to get it seasoned so 
you can use it.

Credit 

Buying a home is one of those situations where credit really matters. A low credit 
score or lack of one 
can really harm your ability to purchase a home. However, a high score can not 
only help you
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Funding Fee 

Some loan programs charge a funding fee such as USDA, VA and FHA. These fees 
are typically non – negotiable (except the VA funding fee is waived if you are over 
10% disabled or the VA has waived this for you for some other reason) 

Funding fees can be financed into the loan, or they can be paid at closing upfront. 
Most people finance these fees into the loan amount which can make the loan 
amount higher. 99% of buyers finance the fees but you do not have to if you have 
the extra cash. 

USDA – 2% of loan amount 

FHA – 1.75% of loan amount 

VA – Funding fee can vary from 1.4% to 3.6% (or can be waived) 

Private Mortgage Insurance 
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PMI will reimburse the mortgage lender if you default on your loan and your house 
isn’t worth enough to repay the debt in full through a foreclosure sale. PMI has 
nothing to do with job loss, disability, or death, and it won’t pay your mortgage if 
one of these things happens to you. 

Your lender will most likely require PMI to be paid if you put less than 20% down on a 
home. PMI is basically an insurance policy that you pay that protects the borrower if 
you stop making payments and guarantees the investor, they will get some of their 
money back in case of foreclosure. 

Many opinions out there talk about how terrible PMI is. It isn’t terrible, it is what 
allowed lenders to stop requiring 20% down on purchases. Previously, due to risk 
many private investors looked away from purchasing loans that didn’t have the 
20% down due to risk but now they are guaranteed some return, so they are ok with 
allowing buyers to come in with 3%, 5%, 10% down payment now and PMI made that 
possible. 

PMI was game changing for borrowers and although PMI does not go towards 
principal or interest it is a necessary evil unless you can come in with 20% down. 

*We do have one bank that allows no PMI at 10.01%, rate might be slightly higher, but 
payment tends to be lower*

You can get rid of PMI several ways. Your loan to value needs to be 80% or below and 
you can request the lender to drop it. Refinance out of it or request a new appraisal 
to be done if you like your current interest rate with current lien holder (aka bank). 

PMI is only on conventional loans

Mortgage Insurance Premium, (which is basically like PMI except worded 
differently) on an FHA loan typically stays on for the life of the loan and is a 
requirement of the FHA loan which is why eventually all FHA loans get refinanced 
into a conventional loan program.
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One more important difference between MIP (FHA) and PMI (Conventional) is the 
length of time you are required to pay it. If you buy a house today with an FHA loan, 
you will be required to pay mortgage insurance premiums for at least 11 years. If you 
make a down payment of less than 10%, you will need to pay MIP throughout the life 
of the loan.

The cost of PMI varies but is usually around one-half of 1% of the loan amount. So, 
it’s well worth the effort to get rid of it as soon as you can, if you can. Also, keep in 
mind that mistakes often happen, and the servicer might not remember to cancel 
PMI once your loan balance gets to 78% without you reminding them. 

You can also ask us to give you an estimate of paying this upfront at close in one 
bulk payment however, I may not recommend this unless I need to lower your 
payment to qualify you OR you plan on being in this home for an extended period 
and paying this upfront makes sense financially for you. 

Loan Estimates 

A loan estimate is what we will give you once you we decide on the bank, program 
and rate that we plan on selecting for you (you are absolutely involved in this as it 
is a discussion with you) 

Loan estimates are just that – estimates. They are also a great way to shop other 
lenders if you decide to do this. Again, we are a one stop shop here. With one credit 
pull we can shop over 30 banks for you but if you decide to let another lender pull 
your credit and give you an estimate, we will compare ours to theirs. We are look-
ing to compare apples to apples and a lot goes into that. It also can be extremely 
confusing for the borrower. 

Now-a-days everyone hears about rate all the time in the news, so they assume 
that is the most important factor when shopping a lender. I disagree. Your upfront 
fees to get that rate are the most important factor when you are shopping a lender. 
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Lots of factors go into a loan estimate and comparing them. This section I am go-
ing to help you understand what to look for and why loan estimates can vary from 
lender to lender. 

Reading a loan estimate accurately is why you want to hire a professional such as 
us. Because we look at different banks and loan estimates all the time AND we are 
paid the same no matter what bank or program you select. 

We are not in the business of selling you one banks programs because it is all we 
have to offer you like many of our competitors…you hired us, a mortgage broker to 
find the best deal for you because we have many banks to choose from – that is 
literally what we do. 

At the end of the day our goal is simple. Find you the best bank to work with, the 
best rate, the best program and the easiest close we can have based on your credit 
score, down payment, debt to income and the program you want (and we have so 
many I can’t even mention them all here). 

We do this so we keep you as a client for life. We hope that you will refer your friends 
and family to us. We are a referral-based company and we do not spend millions 
on super bowl ads or have massive overhead. The savings from that go directly 
back to you and our advertising is strictly word of mouth. 

Remember no bank is a non-profit. Make no mistake that they are a business. Even 
credit unions must show revenue to their shareholders. Lending is a huge business 
and if a deal sounds too good to be true it probably is because it is too good to be 
true. 

For example…many builder lenders say they will pay your closing costs if you use 
them or give you a huge $5000 credit however how they give you this credit is often 
not disclosed. They will up your interest rate because nothing in life is free and that 
is how they pay you closing costs and still make a profit.
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We also can do this however we are upfront about it. If you take a higher rate, we 
can often give you 
$1000s and help you with you closing costs (not down payment because that is not 
allowed) 

Many veterans are also victims of this. Many VA lenders advertise no closing costs 
and that is true …but you expect your rate to be higher because of this. 

Read the small print on all mail advertisements. You will be surprised that less than 
1% of people will qualify for those mail out advertisement’s terms. 

I will briefly go over the Loan Estimate for you but remember the section you need 
to pay attention to the most on a Loan Estimate is the first section where a lender or 
broker discloses their origination fees. 

I will go into more detail later with explanations of fees and points. 

Page 1 – Loan Estimate

This is on page one of your loan estimate and covers general information such as 
the name of the bank we have selected for you. The date we issued this estimate. 
Your names. The property address and the purchase price agreed on. 
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Please look over these for errors. Errors can easily be fixed so sign even if it’s not 
perfect. Not signing delays, the process!! We can fix anything if we know about it. 
Remember this is a LOAN ESTIMATE and it’s not perfect yet nor is it expected to be. 
However, it is important to review the terms. 

The terms are under loan term which usually says 30, 15, 10 years. The term is how 
long your payments will last for until loan is paid off IF you only make min payments.

Purpose is usually purchase or refinance. If it’s a refinance it usually states cash out 
or rate & term. 

Product will be a checkbox that selects either FHA, Conventional, VA or other. Other 
is usually USDA, NON-QM, Down payment Assistance, Rehab etc. Also, it will men-
tion here is anything in the program selected will cause a change to the amortiza-
tion schedule such as negative interest, balloon payment etc. (get in more detail 
below on what to look for here and what it could mean – if you see this and do 
not understand it ASK) 

Adjustable & Fixed rate is the most common you will see. 

Adjustable rate means at some point the rate estimated to you will usually adjust 
to a higher amount Fixed rate means you have that rate for the full term of the loan 
– it never changes 
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Your loan ID is your unique loan number that will stay with you through the process 
but could change after your loan closes. The bank that you close with may give you 
a different more permanent number after you close. 

Is your rate locked or not? 

The box will be checked. If the rate is locked that is your rate for however long they 
locked it for which typically could be anywhere from 15-90 days. The longer your 
lock extends may cause your rate to be slightly higher than a 15-day rate lock and 
you could pay more fees. 

The lender is all about risk. If they lock your rate in for 90 days, they do charge more 
for this as they do not know what the market will look like in 90 days. It’s important 
to look at this when comparing estimates because a lender with a lower rate or fee 
could only be locking you for 30 days when you have a 45-day close time and that 
would make that estimate inaccurate. 

If the rate is floating it is probably because the loan officer thinks rates will drop or 
has not spoken to you about your comfort level yet. 

I tell my clients that choosing to lock your loan is often like going to Vegas and 
gambling. You could gamble rates will drop and hold out if you can. However, if 
rates go up you may have lost the initial rate estimated to you. 

It’s a gamble and none of us have a magic 8 ball. You need to think hard on your 
tolerance for risk here.
 
A lender can advise you based on the information they get daily however the mar-
ket can turn quickly. At the end of the day, it is your payment and your money. So 
really think on your tolerance for gambling here and let us know if your threshold is 
low or high. 

Rates can vary multiple times a day depending on the market. 
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The loan amount if the amount the bank is planning on financing after your down 
payment and funding fees have been calculated. This will be what you will see on 
your mortgage statement monthly. 

Your interest rate is the estimated rate we plan on giving you as of the day 
disclosures went out (and time – as rates can change multiple times a day) Your 
monthly Principal & Interest is the amount that NEVER changes on a fixed rate loan, 
which most of you will select a fixed rate loan program. This does not include taxes, 
insurance, or mortgage insurance. 

If the loan has a prepayment penalty (illegal in NM) you will see it listed here as 
YES and if somewhere in your 10, 15, 30-year term a large balloon payment is due 
(meaning a portion or all of the balance in one payment) you will see it marked YES 
here. 
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In the projected payments section, you will see your principal and interest payment 
again. You will also see how much we estimate your mortgage insurance to be (if 
required) and your escrows. 

Your Escrows include property taxes, homeowner insurance (you select to protect 
your home against natural disasters or theft etc.) and other if any other is required 
You do NOT always have to escrow. Remember an escrow account in NOT a fee. 

An escrow account is your money except you won’t see if again until you sell the 
home or refinance typically because the lender holds the money to pay your insur-
ance and your property taxes for you. 

They do this in order to make sure your bills are paid on time, and you are not hit 
with a large sum at the end of the year to pay. They often collect a year upfront for 
both and then you pay monthly toward the escrow account so when a bill is due, 
they take it from this account. 

Your costs are closing are broken down here.

Estimated closing costs will be broken down for you on page 2. 

Estimated cash to close is the number you are estimated to have to bring to the 
closing table the day of close.

Reminding you all again that the 1st estimate is usually high, the lender does this to 
protect themselves and you. This is usually your worst-case scenario. 
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Page 2 of the Loan Estimate 

Page two is where you can compare lender fees and have fees broken down for 
you. Remember if the lender thinks you could get charged a fee, they are required 
to add that fee to the estimate. A great example of this is the appraisal reinspection 
fee. Often this fee is eliminated but until the lender knows for sure it is added to the 
estimate. 

Section A is the most important part of the estimate when shopping lenders for us. 
This is how we compare if the lender is charging an origination fee or any other fees 
to you. 

Most lenders will charge fees here because this is how they make their money, keep 
their lights on and pay their staff. 

Most people assume the profit of a loan comes from the interest paid over 30 
years but think of how many buyers refinance within 30 years, sell their home or a 
mortgage is sold to another bank to free up money for that bank to keep lending?
 
The lender charges here to make sure that if you were to refinance or sell your home 
in less than 30 years, they still made a profit. If you see no fees here, I guarantee the 
fees are wrapped into the rate and rate is slightly higher. 

Why? Because banks and credit unions are businesses as well, not nonprofits. 

In this section you will often see points. 
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A point is often 1% of the loan amount and what you pay for a rate. Lenders often 
have a rate of the day that is what we call the “par” rate that has no additional fees 
charged to you. 

If you are paying for a rate “buy down” meaning below the par rate you will see the 
charges here. This is also where you could see a lender credit if you are taken a 
higher rate to help cover the closing costs When we look at banks for you and shop 
the rates for you, we pay attention to this box because if we know the par rate of the 
day is 3.25% (the free rate) and one bank is given you is a 2.875% rate this box 
will show me exactly what they want for that rate. If 2.875% sf their par rate great!! If 
that bank wants to charge you $5000 for that rate, we need to see if it’s worth it for 
you to pay that. 

Every rate has a breakeven point. The difference between 2.875% and 3.25% might 
be $40 a month in savings (this is a guesstimate) but if it costs you $5000 to save 
$40 a month, you won’t break even for almost 14 years. 

At that point I would NOT recommend buying down the rate because the average 
person moves in 3-7 years or refinances.

A rate buy down would be a waste of money – you need someone to be your advo-
cate when it comes to these estimates. We look at these daily and we know how to 
read them to insure we are getting you the best deal we can. 

Additionally in this section you see if the lender is charging you underwriting and 
processing fees. 
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These are items that you can’t shop for meaning the lender has a relationship with 
a certain provider and you are required to use their provider.

These fees can vary from lender to lender but know they are only estimates. 

For example, you will find the appraisal estimate here and appraisal estimates are 
just that. They can increase or decrease depending on what the appraiser wants 
to charge. However, you have no choice here on what appraiser the bank will use. 
Each bank has their list of appraisers they handpicked to give them an opinion, 
so you are not allowed to hire your own. Here are some other ones you may find 
there… 
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Section C covers service you are allowed to shop for which typically include a title 
company. However, majority of the time the seller selects which title company they 
want to use in a purchase transaction, and you might have agreed to this in the 
contract you signed. However, you are allowed to select the title company you want 
to use granted the seller also agrees. Here are some examples below. 
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