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6 REASONS  YOU SHOULD HIRE 
A GREAT BUYER’S AGENT

Buying a home is easier than buying a car.  The transaction is more complicated, because the stakes are so 
much higher, but the process is actually easier.  

For example, let’s say that you’re buying a four-door sedan.  To find the right car, you have to go to a bunch of 
different dealerships, because dealers will only sell you the cars they have in their own inventory.  So 
depending on your price range, you might have to go to a dozen different showrooms: Chrysler, Dodge, 
Chevy, Honda, Ford, Acura, Infiniti, Mercedes, BMW, Audi, Volvo, and all the rest.  And you might even have to 
go to multiple dealerships that sell the same brand, since one Honda dealership can’t sell you a car held by 
another dealer.  The process can be exhausting.

On top of that, you are always at a disadvantage when navigating the car buying process, because you’re 
totally on your own.  That car salesperson in the showroom might be the nicest guy in the world, but we all 
know he works for the dealer.  He doesn’t work for you.  His job is to get his boss the best price for the car -- 
which by definition means getting you the WORST price!  And that salesman has huge informational 
advantages over you.  He knows what other similar cars have sold for recently.  You don’t.  He knows the ins 
and outs of that car, and how it compares to other cars. You don’t.  Even if you do all your research, you’ll 
never equal his product and market knowledge. It’s not an even playing field.  

Now compare that to buying a home.  Because of the way the real estate industry is structured, with an agent 
on both sides of the transaction, home buyers have a much better experience navigating the process of 
buying a home.  Unlike car dealers, real estate brokers share all their inventory through a multiple listing 
service, allowing any member buyer agent to show and sell their properties.  So you don’t need to visit 
dozens of different real estate brokers or agents in order to see the whole inventory – you just need one good 
agent.  Regardless of who listed that property, any agent who is a member of the local MLS can show you that 
property.

More importantly, when you buy a home, you have the opportunity to hire an agent to represent your 
interests. It’s not like being at the car dealership where everyone works for the seller.  Your agent works for 
YOU.  She has fiduciary obligations to look out for your interests.  Moreover, if she’s a professional, full-time 
agent, she has market and product knowledge: she knows what comparable homes have sold, what homes 
have NOT sold, and what’s currently available on the market. That puts you on an even playing field with the 
seller. 

You see the difference?  When you buy a car, you’re on your own, and you’re always going to be at a 
disadvantage working with a salesperson who has superior market and product knowledge, and who 
negotiates the sale of cars every day for a living.  But when you buy a home, you get the advantage of hiring 
an agent to help you sift through the inventory, advise you about what’s going on in the market and with that 
particular property, and then help you negotiate your deal.
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1.  That’s their job!

Sometimes, potential buyers in the early stages of 
looking for a home are actually too considerate for 
their own good.  They’re afraid to call upon an 
agent’s services and make the agent waste a lot of 
time helping them if they’re not really sure they’re 
ready to buy. And while we do appreciate the 
thoughtfulness, we should make clear that this is a 
TERRIBLE reason not to hire an agent. That’s the job!  
That’s what real estate agents do!  They help people 
just starting out in the buying process and guide 
them through that process. Do a lot of clients 
eventually choose not to buy something?  Of course!  
But that doesn’t mean that the time spent was 
“wasted.”  Agents don’t think that way.  You shouldn’t 
either.  

2.  You don’t have to be scared of them.
Some buyers don’t want an agent because they 
don’t like “salespeople” and are terrified of the “hard 
sell.”  They fear getting a “pushy” agent who is going 
to pressure them into buying a home before they’re 
ready.  We particularly see this with potential clients 
who are in the early stages of “just looking,” and who 
are afraid of agents inundating them with phone 
calls and emails once they express any kind of 
interest in buying a home.  It’s like when you go into 
a department store and try to avoid the sales clerk 
because you’re really “just looking” and don’t want 
the clerk hovering over you for the whole time. 

We can certainly understand why some buyers feel 
that way, because the real estate industry has a 
pretty well-deserved reputation for aggressive sales 
techniques that can sometimes make buyers feel 
uncomfortably pressured.  But let’s also recognize a 
few important things:

Ultimately, we understand and appreciate that 
people are afraid of dealing with a “salesperson.”  
That’s why Howard Hanna | Rand Realty has 
pioneered the “client-oriented” approach to real 
estate brokerage that emphasizes our agents’ roles 
as service professionals rather than “salespeople,” 
and encourages agents to take a proactive approach 
to identifying and satisfying our clients’ needs – 
including the need NOT to be sold to.  We don’t 
want our real estate agents to act as “salespeople” 
any more than you do. 

So we hope that you’ll realize that having an agent is 
good thing, not something to shy away from.  A fear 
of sales pressure is a really bad reason to deny 
yourself the services of a good real estate agent, 
particularly when it is so easy to dispel that pressure 
and focus the agent on providing you with the 
services you need.   

3.  They have to act as your fiduciary, in your 
best interests.
Your buyer’s agent acts as a fiduciary representative, 
legally bound to look out for your best interests. If 
you’ve never bought a home before, or you last 
bought a home prior to the mid-1990s, you might 

Let’s break down the seven reasons why you should absolutely hire a great buyer’s agent to help you through 
the process of buying a home. 

First, the pushiest real estate agent in the world 
has never – not once! – been able to convince 
someone to buy a home, because the real estate 
purchasing process is just too complicated and 
elongated to allow for quick “impulse 
purchases.” It takes weeks just to get into 
contract on a home purchase, a time during 
which a buyer would have multiple chances to 
reconsider her decision in consultation with an 
attorney or lender.  

•  

Second, “pushiness” is in the eye of the beholder. 
It all depends on what you’re looking for at a 
particular moment in time. If you’re “just looking,” 
you probably don’t want to hear from your real 
estate agent all that often, at least not unless she 
has something important to tell you. But once 
you’re serious, you’ll probably want that agent to 
be more aggressive, actively looking for 
properties that meet your needs and keeping in 
close contact with you.  And, of course, once 
you’re going into contract, you might even want 
that agent to be “pushy,” if that means 
negotiating hard to get you the right deal on the 
terms you want.

Third, if you feel like your agent is being too 
aggressive, say something! Tell your agent how 
you want to be serviced – how regularly you want 
to be contacted or emailed, how often you want 
to look at houses, etc. If the agent is any good, 
she’ll get the message, and you won’t have to 
worry about hiring a “pushy” agent.  More 
importantly, you’ll get the service experience you 
want!

•

•    

3Howard Hanna Rand Realty Buyers Orientation Guide



not even realize that buyer agents have that fiduciary 
responsibility to their clients, because buyer agency 
did not exist in New York until about 20 years ago.  
But it’s now one of the most important advantages 
you have in buying a home with an agent.  Indeed, 
the fiduciary relationship with your agent is similar to 
the attorney-client relationship that you’re probably 
familiar with: among other responsibilities, your 
agent has the duties to be loyal only to you, keep 
your confidences, and make all disclosures to you of 
any material facts.  When you get a buyer’s agent, 
you’re not getting a “salesperson” – you’re getting 
someone who is on your side, representing your 
interests.

4.  You get competitive advantages against 
unrepresented buyers.
Working with a buyer agent gives you several 
competitive advantages that you cannot get working 
on your own.  Some of those advantages, including 
advantages that you can only get working with a 
Howard Hanna | Rand Realty agent, are:

From your first consultation to your final closing, your 
agent is responsible for a wide array of services that 
you will need to ensure a smooth home buying 
experience.  Throughout the process, your buyer 
agent will stay in constant communication with you, 
through phone or email, to make sure you’re 
up-to-date with what’s happening in the market, your 
home search, and your transaction.

5.  A great payment plan
Finally, you generally do not pay directly for your 
buyer agent’s services, because the seller usually 
pays all the broker fees out of the proceeds of the 
sale.  It’s really one of the best deals in the industry: 
you get all the services of a buyer agent to represent 
your own interests, help you find the right home to 
buy, and facilitate the entire purchasing process, and 
then the costs of those services is rolled into the 
purchase and financed at a great interest rate for 30 
years.  In certain cases, sellers do not offer to pay 
buyer agent fees, but your agent will make that clear 
to you when you look at the home, so you will be 
able to condition your offer on the seller paying the 
agent out of the sale proceeds.  Generally, though, 
you get all the benefits of buyer agency without any 
of the direct costs. 

6.  A customized guide throughout the 
process
If working with one agent is good, is working with 
multiple agents better?  Answer: No!  Sometimes, 
buyers like to work with multiple agents because 
they think that they’ll get more work done that way.  
But all that does is undermine the relationship you 
could develop with one agent, and waste a lot of 
your time.  All agents in the local MLS have access to 
the same inventory of listings, so working with 
multiple agents means that you’ll probably end up 
seeing the same properties over and over again.  
Moreover, you’ll find that one of the most important 
aspects of the agent-client relationship is the insight 
that an agent gets from working with you over time, 
which requires a long-term, deep, and exclusive 
relationship between you and your agent.  Don’t 
play the field.  Make a commitment to the right 
agent.  

Ultimately, this is one of the best deals you’ll ever

4

Access to sold property data.  Even in the 
information age, it’s difficult for lay people to get 
full and complete access to sold information, 
which is crucial for helping you determine the 
market value of unsold listings and in preparing 
your offers.

Preliminary lien searches.  Because of our affiliate 
relationship with Hudson United Abstract, your 
agent can order a preliminary lien search on any 
property you place an offer on, which can help 
you in formulating your pricing strategy or 
identifying “red flags” on the title that might 
delay your transaction.

The intermediary negotiating role.  Any 
professional negotiator will tell you how 
important it can be to have someone act as an 
intermediary in any negotiation, to deflect 
persuasive pressures and allow you to limit 
bargaining authority from “outside the room.”

Neighorhood Expertise.  A good real estate 
agent knows the neighborhoods, and can 
provide you with information that goes beyond 
the four corners of the listing detail sheet, 
information that might be crucial for determining 
the true market price.

Transactional Facilitation.  A real estate agent’s

•

•

•

•

•    

job doesn’t end when you reach a meeting of the 
minds with a seller – rather, the agent then 
becomes a facilitator, coordinating all the other 
professionals in the transaction to make sure you 
have a smooth transition through to your closing. 
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have. Think of it this way – real estate agents have a 
full-time job in helping buyers through the 
transactional process.  If they’re not around to do 
that job for you, then you have to do it for yourself.  
And you probably have your own job. 
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7 CORE SERVICES  
WE PROVIDE TO BUYERS

6

Hiring an agent is the most important decision you’ll make in buying a home.  Essentially, your agent is the 
“project manager” for your transaction, taking on an array of crucial responsibilities in guiding your through 
the process.  

At Howard Hanna | Rand Realty, we pioneered a philosophy called “Client-Oriented Real Estate,” which is now 
the industry’s leading client service approach. In crafting the system, we distilled client service concepts from 
companies as varied as the Ritz Carlton, Starbucks, Nordstrom, and Disney, all to build a real estate service 
concept that would raise the bar for our entire industry.  In fact, Joe Rand, one of the partners at our firm who 
created the system, authored a book called How to be a Great Real Estate Agent: the Principles of 
Client-Oriented Real Estate (“CORE”), which was named the “book of the year” in 2019 by Inman Media and 
has been adopted by companies across the country as their training text for their own agents.  

What’s the CORE concept?  Well, the goal is simple: to find you a home on the best possible terms, and to 
give you an amazing experience throughout the entire process.  To get those results, we think expansively 
about what you need, creatively about how to service those needs, and rigorously about how to execute a 
“Project Plan” that consists of seven “CORE Services” that we provide to buyers. Here are those services.

1.  Counseling: It’s about you, not us.
The CORE approach starts with your initial 
consultation with your agent, which is about you and 
your needs, not our own.  Too many real estate 
agents think that first meeting is their opportunity to 
talk about themselves. They’ll tell you about their 
awards, and all the homes they’ve sold, and their 
testimonials – all about them. We take a different 
approach: we think that first meeting all about you, 
not us.  It’s our opportunity to get to know you and 
your needs, so that we can tailor our other services 
to specifically satisfying your individualized needs.  
Every client is different, so every consultation needs 
to be different as well.    

2.  Qualifying
One of the most important services we provide 
buyers is qualifying their purchasing power, making 
sure they don’t waste their time looking at homes 
that are above or beneath their price range. very 
agent has the ability to qualify you for  a particular

price range, which is a matter of calculating the 
monthly payment you can afford given your income, 
credit rating, and debt levels.  But ideally what they 
do is connect you to a professional lender like 
Hudson United, who can get you through the 
“prequalifying” process and even get you a 
“prequalification letter” in a matter of minutes. That 
letter is important, because most sellers will require 
some sort of proof that you can afford their home 
before they’ll consider an offer from you.

3.  Screening
One of the reasons you should work exclusively with 
one buyer’s agent is that the agent will learn a lot 
about you over time, which will help sift and screen 
properties that they’ll show you.  

One of the reasons you should work exclusively with 
one buyer’s agent is that the agent will learn a lot 
about you and what you need over time. It’s actually 
quite common for buyers to go into the process 
thinking they want one sort of home, only to find 
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later on that they actually want a totally different 
style, size, or location.  So one of the most important 
services we provide you is helping you identify your 
wants and needs, and then screening the available 
inventory to highlight what we think will be suitable 
possibilities. 

4.  Showing
One of the helpful CORE services we provide is 
managing the showing process.  Even just 
scheduling showings can be a pain, and the agent 
takes on that pain for you.  But the magic really 
happens when your agent takes you to go see the 
home.  People think showing a home is easy, only 
because great agents make it look easy.  Showing a 
home is an art – knowing when to talk, and when to 
stay silent; helping a buyer identify the features of 
the home without being overbearing; seeing and 
pointing out things that the buyer would otherwise 
miss.  You’ll get a lot more out of your showings if 
you have a great agent at your side, which is why 
showing a home is one of our core services. 

5.  Negotiation: Expertise matters
You might be a terrific negotiator, someone who 
haggles deals all the time in your day-to-day work. 
But if you’re a good negotiator, you certainly 
appreciate the immense value you get by 
negotiating a deal through an intermediary, 
especially someone who is trained in handling the 
specific types of deals you’re doing.  At the very 
least, the ability to have a “buffer” between you and 
the other side can help you make better decisions 
by filtering out all the pressures that get generated 
during a negotiation.  Our agents are all trained and 
certified negotiators for real estate whose goal is to 
consult with you about strategy, collaborate with you 
during the negotiating process, and help you reach 
whatever goals you have.  Again, it’s not about us, it’s 
about you. 

6.  Transaction Management: Getting your 
deal done
The ability to manage a complicated transaction 
from contract to closing is a criminally underrated 
skill in real estate.  The best agents in our industry 
are great at keeping their deals together – that’s why 
they close the most deals, because they don’t let 
obstacles and pitfalls derail their transactions.  We 
have a whole series of courses training our agents

on transaction management, precisely because we 
know the importance of ensuring that your deal 
goes smoothly from contract to closing.  Your agent’s 
role as a “project manager” is never more crucial 
than when she’s juggling all the moving parts of a 
transaction: the inspection, the contract, the 
attorneys, the financing, the title, and so on.  A lot of 
things can go wrong, so one of our essential CORE 
Services is making sure they don’t. 

7.  Communication: staying in touch
Basically, the six CORE services we’ve discussed so 
far are assembled in order: your initial consultation, 
followed by the qualifying, screening, and showing, 
leading to negotiation of a deal that stays together 
through expert transaction management.  But 
throughout the entire process, we provide a vital 
seventh CORE Service: we communicate with you 
regularly, to keep you appraised of what’s 
happening in the process, through the 
communication channel you want.  If you prefer the 
phone, we call you. If you prefer text, we text you. If 
you prefer face-to-face talking, we can do that, too.  
The goal is to make sure you that you’re fully 
informed about everything that’s happening, so you 
never feel in the dark.  It’s one of the most important 
things we do, and we do it throughout your entire 
transaction. 
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5 QUESTIONS  YOU SHOULD ASK YOURSELF 
BEFORE YOUR INITIAL BUYER CONSULTATION

Your first consultation with your buyer agent is an important step in setting the right course for the rest of 
your home buying experience. It’s a great opportunity to share with the agent your hopes, wants, and desires 
about the process, and to ensure that your agent knows exactly how to best service your needs. In order to 
have the best possible first consultation, we encourage you to prepare for the meeting by thinking about 
what you want from your home buying process.

At your initial consultation, your agent will ask you questions about your familiarity with the buying process, 
your preferences in the type of home you want, your geographic needs, and your purchasing power.  We will 
also be asking about any particular concerns or needs you have about buying a home.   

You will have a more productive meeting if you think about those questions in advance. You have no 
obligation to prepare ahead, but you’ll find that you’ll get more out of the meeting if you think about these 
issues before you’re sitting down with your agent.  Moreover, this exercise will also help you get into the right 
frame of mind about your home search.

Here are some of the questions you should consider before sitting down with your agent for the first time.

1.  Why Are You Moving?
People move for all sorts of reasons, and it’s helpful for your agent to know about your particular motivations 
so that he or she can help prepare to get your process moving at the pace you desire.  

Remember that buying a home can take a long time.  Most of our clients spend months in just the home 
search process, and once you find the home that you want to purchase, you’ll likely spend three to four 
months more completing all the transactional work that is required to execute a contract, secure financing, 
and finishing all the other tasks required to get your purchase closed.

2.  How Well Do You Know the Home Buying Process?
You should be prepared to discuss with your agent your comfort level and familiarity with the buying and 
financing process.  This will help your agent in gauging the amount and type of information you should be 
getting throughout the process.  

8

What’s the reason for your move?
What’s the time frame of when you want to be in your new home?
Have you already started looking on your own?  What have you found that interests you?

·
·
·

Have you done this before, or are you otherwise familiar with the process of buying a home?
What are your biggest concerns about buying a home?

·
·
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Are you familiar with the current state of the regional housing market?
How comfortable are you using technology to search for a home, like on randrealty.com? 

·
·

All our clients are different. Some have purchased homes recently, and know exactly what to expect. Others 
are first-time home buyers apprehensive about what they should expect from the process.  Whatever your 
situation, you want to make sure your agent knows what you need from us to help you fully understand the 
process.

3.  What Do You Want From Your Agent?
You should think about what you’re looking for from your Howard Hanna | Rand Realty agent to ensure that 
your agent knows how to best service your needs.  

Our goal at Howard Hanna | Rand Realty is to ensure that you have an outstanding home buying experience.  
The first step for making that happen is to know exactly how you want to be serviced, so make sure you 
explain to your agent what it is you want from him or her.

4.  How Familiar Are You With the Financing Process?
You should feel comfortable discussing your financial situation with your real estate agent, since all our 
agents are licensed professionals who are qualified to help determine your purchasing power. You should 
absolutely have a good sense of your purchasing power before you spend time looking at houses that might 
be above or below your proper price range.

If you would be more comfortable discussing finances with a mortgage consultant, have your agent contact 
one of our Hudson United Mortgage representatives to discuss financing with you.  

5.  What Are You Looking For in Your New Home?
Finally, and most importantly, you should take some time to think through what you’ll looking for in your new 
home.  Now, you might have a general idea of the kind of home you like, but you’ll be amazed at the myriad 
choices that you’ll have once you start looking at the properties that are available.  

The list of questions below are designed to prompt you to think about all the various considerations that 
might go into your home purchase.  Some of these questions will address issues that are unimportant to you, 
but some might spark you to realize that you have particularly needs and desires that you’re going to want to 
satisfy in your new home.  So think about each of these questions, and if they prompt some ideas then be 
sure to share them with your agent. 

What are you looking for in an agent?
What’s the most important quality you look for in service professionals? 
How do you want to communicate with your agent: phone, email, text, or only in-person?
How often do you want to hear from your agent: daily, regularly, or only when new properties come onto 
the market?
How often do you want to go look at properties, and are you already looking on your own?

·
·
·
·

·

What price range do you think you qualify for, based on your income and your savings?
How much are you comfortable spending for your monthly mortgage payment, insurance, and property 
taxes?
How comfortable are you with your understanding of the financing process, which has become more 
complicated in the past few years?
Have you been pre-qualified for a mortgage amount by a local mortgage consultant, or do you need to 
talk with a Hudson United Mortgage representative?

·
·

·

·
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Ultimately, though, even as you go through the exercise of thinking about the kind of home you want, it’s 
important to keep an open mind.  What a lot of home buyers find is that they end up purchasing a home that 
is very different from the types of homes they initially started looking for when they began the process.  They 
start out looking in a particular town for a specific home style, but once they being looking at what’s available 
they fall in love with a totally differently-styled home that is completely outside their original market area.  
That’s a very normal part of the process, so don’t be alarmed as your tastes evolve.

Are You Looking Outside Our Market Area?

Although Howard Hanna | Rand Realty services a wide geographic area, we often work with buyer clients who 
are also looking outside our market area. If you are also considering moving to places like Long Island, 
Connecticut, or even a market area that Rand covers but is not directly serviced by your agent, you should 
absolutely tell your agent that you need help outside of the market area that he or she covers.  This will allow 
your agent to refer you to another Rand agent that does serve the market area, or to one of our “referral 
partners” who can ensure that you have a great buying experience.

What’s are the benefits to you of being referred?

So if you are thinking about looking outside our market area, or outside the are serviced by your agent, you 
should let your agent know so we can make sure all of your home buying needs are met.  

First, you’ll find that you’ll have a better experience if your agents covering the different market areas are 
working together, rather than “competing” to get you to buy in their area.  They’ll be able to share 
information during your process as they learn about what you like and don’t like in homes that they show 
you.  

Second, you’ll be assured that you’re only working with agents that meet the high standards we have for 
our referral agents. 

And third, you’ll find that your referred agent will work hard to ensure you have a good buying 
experience, because he or she will know that future referrals depend on your providing us with positive 
feedback about their performance.

·

·

·
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5 MEMBERS OF YOUR HOME BUYING TEAM, 
AND 4 TIPS FOR CHOOSING THEM
 
Buying a home is a big project.  It’s not something you can do yourself, and it’s not something that even the 
best real estate agent in the world can do by herself.  Like any big project, you need more than just one 
person.  You need a team. 

Your real estate agent is like the quarterback of your team, the most important player, the one who has the 
ball in her hands for most of the game. Indeed, her primary role through much of the process will be directly 
helping you find that home: taking you on showings, evaluating the market, preparing and presenting offers, 
and reaching a meeting of the minds with a seller. 

But once you’ve reached an accepted offer with a seller, your agent’s role becomes much more facilitative. 
She doesn’t have much direct work to do once you’ve found the home you’re going to purchase, but now has 
the primary role of coordinating and directing the rest of the players on your team.  Like the quarterback, her 
role is to set the formation, call the plays, and make sure everyone else is doing their job correctly.

Here are some of the players that you’ll need on your home buying team: 

Loan Officer.  Your loan officer is responsible for ensuring that you get financing for your home purchase. 
You should start working with your loan officer right at the beginning of your process, getting prequalified 
so that you know how much home you can afford. 

Home Inspector.  Once you have an accepted offer on a home, you’ll need an inspection to ensure that 
the home is fundamentally sound.  Your  home inspector will review the condition of the home, and 
prepare a report that you’ll be able to review with your agent before you sign contracts to purchase the 
home.

Real Estate Attorney.  Your attorney will counsel you about your rights and responsibilities under your 
contract of sale, and negotiate the final terms of the deal with the seller’s agent. 

Title Representative. Your title rep will order your title insurance, which you’ll need to protect against 
adverse claims of ownership. And if you’re working with Hudson United, you can order preliminary lien 
searches during your home search process to gather important information about homes you’re placing 
offers on. 

Home Insurance Representative. You will need full home insurance coverage before your closing. As 
always, we urge you to be prepared in advance, and one way to do that is make contact with your Hudson 
United Insurance representative early in the process, discuss your insurance options, and then be able to 
secure coverage quickly.  

1.

2.

3. 

4. 

5. 
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Throughout your home buying process, it’s your agent’s job to facilitate the work of all these professionals.  
She’ll coordinate with the loan officer, schedule and attend the inspection, provide your attorney with all the 
deal terms, order preliminary lien searches from your title representative, and provide whatever information 
your insurance representative needs to make sure you have coverage at your closing.  Like the quarterback, a 
good real estate agent knows how to get the most out of the other players on the team.

Now that you know the players, the next question is about choosing up sides.  If you want to have the best 
possible transactional experience, we have some recommendations about how you should pick the 
professionals that you’re going to have on your home buying team:

1.  Trust your agent’s advice
Your agent is going to have to coordinate all the moving parts of your real estate transaction, so you will most 
likely have a better experience if you agent is working with professionals that she has worked with in the past.  
Your team will perform better if the players have more experience working together.  Moreover, trusting your 
agent’s recommendations is also a great way to ensure the quality of the professionals you’re going to work 
with.  Those professionals know how important it is to maintain their service reputation in the industry, to 
ensure that they continue to get referrals from real estate agents.  After all, you’re likely to do only one real 
estate transaction in the next few years, but your agent will do many transactions this year and have many 
more opportunities to refer service professionals.  Those attorneys, engineers, and mortgage officers want to 
stay on that referral list.  

2.  Hire local professionals with expertise. 
Too many buyers make the mistake of hiring out-of-market professionals who are not familiar with the local 
market when buying a home.  They’ll try to get financing from some online mortgage company because they 
get seduced by some “bait and switch” rate that will mysteriously be unavailable once they are getting ready 
to close.  Or they’ll try to save a few bucks by getting relatives who happen to be attorneys to handle their 
contract and closing, even though they don’t normally do real estate law.  Don’t make these mistakes.  Trust 
your agent to refer you to professionals who know the local area and have a strong reputation in the local 
industry.  Hiring out of market lenders, attorneys, or engineers might look like a good deal, but it almost 
always causes delays or difficulties for your home buying process.  

3.  Don’t wait until the last minute 
It’s important for you to start planning ahead in choosing the professionals who are going to help you 
through your real estate transaction.  For example, most buyers make the mistake of waiting until they have 
an accepted offer to hire an attorney, which invariably causes delays in the process while they find the 
attorney, make first contact, have a consultation, and then start the process of reviewing the sales contract. 
Similarly, too many buyers find themselves scrambling to get home insurance coverage the day before their 
closing, because they failed to plan ahead.

That’s why you should start assembling your team now.  Ask your agent for referrals for the professionals you 
will need throughout the process.  Establish those relationships. It doesn’t take a lot of your time, or their 
time, to have a five-minute conversation to put them on notice that you might need their services sometime 
in the future.  And then they’ll be available to you throughout the process whenever you have questions that 
you need answered.  You’re going to need them eventually, so why not hire them now?

4.  Meet with our colleagues at Hudson United.
Finally, we also encourage you to meet with the professionals from Hudson United, who can provide you with 
an integrated and seamless “one stop shopping” experience for your mortgage, title, and insurance needs.  
The better the working relationships among your team members, the easier it will be to ensure that you have 
a great transactional experience with Howard Hanna | Rand Realty.  
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Real estate transactions are complicated, with a lot of moving parts: real estate brokerage, mortgage lending, 
engineering inspection, legal representation, title insurance, and home insurance.  Unfortunately, those parts 
don’t always work so well together.  And when they don’t, what we often think of as the “American Dream” 
becomes more like a nightmare.  

Indeed, as the owners of Howard Hanna | Rand Realty, it has long been frustrating to see clients who 
otherwise had a wonderful service experience working with their Rand agent ultimately came out of the 
process miserable and unhappy – not because of anything their agent did, but because the rest of their 
transaction was so mishandled.  The clients might have been thrilled by the work performed by their agent, 
but walked away from the deal with a sour taste because of transactional delays associated with mortgage 
processing or title work.  

That’s one of the reasons we are delighted to be affiliated with the Hudson United family of home service 
companies, which provide mortgage lending, title insurance, and home insurance to many of our real estate 
clients.  Perhaps we are “control freaks,” but we are passionate about providing our clients with an 
outstanding service experience, and we have found that we cannot ensure that experience without taking 
greater control over those moving parts of the transaction.

So we’re happy to recommend the Hudson United family of home service companies:

Most importantly, by putting all the moving parts of the transaction (literally) under one roof, we’re able to 
provide you with a better real estate experience – the integrated and seamless one-stop shopping 
experience that had long eluded our real estate clients.  Here are some of the advantages you get from 

Hudson United Mortgage. Our full-service mortgage brokerage has access to any financial product you 
might need, and our mortgage officers are available to help guide you through the financing process 
right from the initial pre-qualification.

Hudson Abstract Services. Our title insurance operation is one of the leading abstract companies in the 
region, closing almost 1,000 transactions every year without a meaningful adverse claim from its 
inception over 20 years ago. 

Hudson United Insurance Group. Our insurance company can provide you not only with the 
homeowner’s insurance that you’ll need at your closing, but with any policies you need, including auto 
coverage.

·

·

·
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3 REASONS YOU’LL HAVE A BETTER TRANSACTION 
WITH HUDSON UNITED HOME SERVICES
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working with the professionals at our affiliate title, mortgage, and insurance companies:

1. That Same CORE Commitment
When you work with Hudson United, you get the same passionate commitment to Client-Oriented Real 
Estate (CORE) that we have at Howard Hanna | Rand Realty.   The CORE philosophy of putting the client at the 
center of the transaction, and building systems, programs, and protocols to create a better client service 
experience, has been extended not just to our brokerage services, but to the entire transaction.  We do not 
know of any other family of companies that has so consciously focused on innovating around improving 
client service.  You will notice the difference.

2.  The Efficiency of “One-Stop Shopping”
We believe you will have a more efficient and fluid transaction from the “one-stop shopping” experience.  
Buying a home requires a team of professionals, and you’d be amazed at the difference when all the players 
on your team know each other, and more importantly know how to work together.  If you were having 
surgery, wouldn’t you want the people on your surgical team to know each other and have a history of 
working together?  The real estate transaction is a similarly delicate process, and the transaction goes more 
smoothly if all the players already have a working professional relationship.  Working with the professionals at 
Hudson United will provide tighter integration of the moving parts of your transaction, even just from the 
advantage of having all our people under the same roof.  You’d be amazed at how many problems we 
prevent, and how many delays we avoid, just because of the increased communication that comes from 
having a processing staff that eats lunch together every day. 

3.  The Virtue of Accountability
Finally, you’ll benefit from the increased accountability that your transactional professionals will have not just 
to you, but to your real estate agent.  Real estate transactions sometimes generate bad service experiences 
because the providers don’t have incentives to deliver outstanding client service when few clients are repeat 
players.  After all, most people don’t buy a home more than once a decade. So in many cases, mortgage, title, 
and insurance providers make money by churning through clients, with little motivation to ensure a quality 
experience.  But when you work with Hudson United, you get accountability.  You may not buy a house for a 
while, but your agent will do many transactions this year.  And your Hudson United professionals know that if 
they want to continue getting chances to work with your agent’s clients, they need to give you an outstanding 
client experience.  There’s nowhere to hide when you work out of the same office!  Moreover, all the Hudson 
United professionals ultimately report up to the Rand family members who created the CORE service concept 
and are passionate about its implementation throughout our family of companies.   

Conclusion
At Howard Hanna | Rand Realty, we stand behind the outstanding service professionals at Hudson United, the 
same way we endorse the Rand Realty agents who form the backbone of our network of home service 
companies.  And we hope you will have the opportunity to enjoy the one-stop shopping experience available 
from their combined talents.  
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7 KEYS FOR GETTING STARTED 
WITH YOUR MORTGAGE
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Buying a home is easy. For the most part, you will actually enjoy the home buying process: looking at homes 
is like “shopping,” and most people enjoy shopping.  Looking at homes online, going on showings with your 
agent, getting to know the different areas and neighborhoods – those are all the fun parts about buying a 
home.

But getting a mortgage is hard. It’s messy, complicated, and often intimidating. You’ll have to maneuver your 
way through all the different mortgage products, and then once you actually start your application process 
you’ll have to endure a detailed examination of your financial profile and spend a lot of time tracking down 
documents to complete your file.  Even in the best of situations, the mortgage process is difficult and often 
frustrating.

Because the mortgage process is so central to your home buying experience, you should have a general 
sense of how that process will develop:

How can you be more engaged, so that you are better prepared for the mortgage process? Here are a few 
suggestions:

1. Consult with a loan officer right from the start.
We encourage our clients to meet with a loan officer right at the beginning of their home search, because 
even a short consultation can answer your questions about the current rate environment, assuage some of 
your concerns about the process, and also help you get a better sense of your buying power.  Too many

Initial Consultation. You’ll meet briefly with your loan officer and get a pre-qualification letter to advise 
you of your general price range.

Application.  Once you find a home to purchase, you’ll complete a formal mortgage application to your 
lender. 

Processing.  Your loan processor, who works with your mortgage officer, will review your file and 
probably contact you about supplementing it with some supporting documentation. 

Underwriting. Your processor will submit the file to an underwriter, who could deny or approve the 
application, but will more likely issue a “conditional commitment” required more documentation or 
clarification.

Clear to Close.  Once you have satisfied all the conditions, your bank will issue a commitment letter and 
you will be “clear to close” your transaction. 

·

·

·

·

·

Howard Hanna Rand Realty Buyers Orientation Guide



16

buyers start looking for a home without a clear idea of how much they can afford, and they waste a lot of time 
looking at homes that are above, or below, their actual price range.  

2.  Get a prequalification letter from your loan officer. 
A prequalification letter is a statement from your loan officer indicating your buying power – how much home 
you can afford. Not only is the process of getting the letter important, because it allows you to sit down with 
the loan officer to go over your financial profile, but a prequalification letter is also crucial for establishing 
credibility with sellers.

3.  Start collecting and saving your financial documents.  
As your loan officer will probably explain, your lender will ultimately require you to produce several months’ 
worth of pay stubs and bank statements as part of your initial loan application.  You can save yourself a lot of 
time and stress by starting the process of collecting those documents immediately.  As they come in the mail, 
put them aside in a special file so that you can easily pull them together for your loan officer when you need 
them.  And if they are available online, make sure to print them – every single page (even the blank ones!)– 
every month and store them.  

4.  Don’t do anything to dramatically change your financial profile. 
When you do your initial consultation with your loan officer, your prequalification letter will be based on the 
financial profile you present: your assets, income, credit, and debts.  Any changes in that profile are likely to 
impact your buying power, and can often send up “red flags” during your mortgage application process. 

Here are five ways to maintain that financial profile:

Now, you still have to live your life, so sometimes these things are unavoidable, but at least be aware that any 
sort of modification to your finances could change your buying power and will likely complicate your 
application process.  

5.  Sit down with a Hudson United loan officer.
At your initial consultation with your loan officer, you should be prepared to discuss in some detail your 
financial situation.  Remember that loan officers, at least the ones with Hudson United, are under strict 
licensing requirements to protect the privacy of your information and keep your confidences, so you should 
feel free to discuss your personal situation without holding anything back. 

Here are some of the issues your loan officer can address with you at your initial consultation:

Store your bank statements and pay stubs. You’ll need those for your loan application, and it takes 
forever to get new statements and stubs from your bank or employer if you misplace them.

Keep your credit clean. Don’t buy anything big on credit, because any major purchase can completely 
change your credit profile and impact your rate and buying power.  

Maintain steady account balances. Don’t move too much money around. Any major deposits or 
withdrawals are going to send up “red flags” to your lender.  You want to show consistent account 
balances over time.  

Stay at your job. You’d be amazed at how many people quit or change jobs while they’re in the middle 
of applying for a loan. Any changes to your employment situation are going to complicate your loan 
process, and set you back months until you build up a new income record.  

File your taxes. Your bank is going to want to see recent tax returns, and it will slow you down if you still 
have to prepare and file your old returns.  

·

·

·

·

·
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Price Range. By going over your financial profile, your loan officer can give you a much better sense of 
your price range.  The loan officer will review your income, savings, recurring debts obligations, and your 
credit score, and will probably have some other questions for you, but at the end of a very short 
consultation you’ll understand how much home you can afford.  

Interest Rates. Your loan officer can tell you about the current interest rate environment: where rates are, 
and even where the industry expects rates to go.  You will not be able to “lock in” a rate until you are 
much further along in the process, when you are actually applying for a loan after you have found a 
home to buy. But at least you’ll be able to get a sense of your buying power in the current and 
foreseeable rate environments.  
 
Mortgage Products. You can get an overview of the mortgage products that are available to you, not just 
standard mortgage loans but any special programs for which you might be eligible.  By reviewing your 
financial profile and your long-term plans and goals, your loan officer will have some good suggestions 
about the types of loans that would be best for you.  

·

·

·

6.  Get a pre-qualification letter
By having that initial consultation with your loan officer, you’ll be able to get a pre-qualification letter: a 
statement on the bank’s letterhead indicating that you have been “qualified” for a particular price range.  
Now, you should be aware that a pre-qualification letter is not a firm commitment from the bank – you won’t 
get anything like that until you complete and submit a formal loan application, which you cannot do until you 
actually find a home to buy.  Rather, the pre-qualification letter is really just a general indication of your 
buying power. 

But the pre-qualification letter is still important for two major reasons:  

First, it will allow you to go through the process of discussing your financial situation with your loan officer, 
which will ensure that you have a good sense of your true price range before you go out and start looking at 
properties.  

Second, and perhaps more importantly, a pre-qualification letter from a reputable lender like Hudson United 
is almost a “stamp of approval” for sellers and listing agents. In a competitive environment for buyers, a 
pre-qualification letter indicates that you are credible and serious, and that you have the general financial 
wherewithal to back up your purchase offers.  Indeed, many sellers demand a pre-qualification letter before 
they will even consider your offers!
All that said, we should note that a pre-qualification letter is not a binding commitment from the bank.  You 
won’t get any kind of formal approval until you have identified a property to buy and have submitted a full 
application to a lender. Rather, the pre-qualification letter is designed to give you just a general idea of your 
price range, so that you have a better sense of what you can afford when you start looking for a home.  

Accordingly, we strongly urge that you have a short sit-down with your loan officer early in your buying 
process. By forging that connection with your loan officer, you’ll secure one of the most important members 
of your home buying “team,” and someone you can then contact whenever you have financial questions or 
issues. 

7.  Stay in touch. 
Don’t have that initial consultation with your loan officer at the beginning of your home buying process, and 
then disappear until you’ve reached an accepted offer and now want to file a loan application.  It can take a 
long time to find the right home, and much about the financing environment can change in the meantime.  
Keep in touch with your loan officer: get an update on what’s going on in the lending market, find out what’s 
happening with rates, and keep him or her appraised of where you are in the process.  Your loan officer is a 
great resource for you during your home search, so don’t be reluctant to take advantage of what he or she 
can offer. 
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4 FACTORS THAT DETERMINE YOUR QUALIFICATIONS 
FOR A LOAN, AND 1 ILLUSTRATION OF HOW THEY WORK
 
Even though you’ll be meeting with your loan officer to get a general sense of your price range, it’s also 
important for you to understand the fundamentals of how you qualify for a loan.  Not only will you get a 
better understanding of the process overall, but you’ll be able to identify issues that you can address if you 
want to improve your financial profile and extend your price range.  

The qualification calculation is grounded in a simple concept: banks will only loan money if they believe they 
will be repaid.  Everything they do – every number they examine, every document they request, every form 
they require – is aimed at reassuring the bank that you are a good candidate for a loan, and that you will not 
default, leaving them holding the bag.  That’s why they want to see every aspect of your financial profile, 
including all of the following:

1.  Your Income.  
The starting point for any determination of qualification is your monthly gross income: the amount of money 
you make every month before taxes. Under standard lending guidelines, banks presume that borrowers can 
only spend about 28% of their income for their housing expenses – not just their mortgage payment, but 
property taxes and insurance.  For example, if you earn $60,000 a year, which breaks down to $5,000 per 
month, banks will project that you can only afford to spend $1,400 (28% of $5,000) of that monthly income 
for your housing expenses.  That’s called the “front-end ratio.”  

2.  Your Debt.    
Banks also want to know whether you’re going to have other significant financial obligations other than your 
mortgage and housing expenses, so they will take note of your outstanding debts, such as car payments, 
student loans, or any other long-term obligations. Again, under the standard guidelines, banks presume that 
borrowers can only dedicate a certain percentage of their monthly income toward paying debts: this is called 
the “back-end ratio,” and is generally set at 36%. So, for example, if you earn $5,000 a month, your back-end 
ratio is $1,800 (36% of $5,000), which is the maximum amount that banks will allow you to devote to 
long-term debt.

3. Your Assets.   
The bank is going to look at your assets in order to determine whether you have sufficient funds to pay a 
down payment and associated closing costs when you buy your home.  Your assets include your bank 
accounts, investments, life insurance cash value – anything that substantiates your overall financial health.  The 
more liquid assets you have, the greater a down payment you can make, the lower the monthly payments 
you’ll need to cover, and the more home you can qualify for.

4.  Your Credit Score.    
The bank will examine your credit score and credit report as a indication of the likelihood that you will pay
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back the debt.   Your credit is crucial for both deciding whether you can get a loan at all, and for determining 
the interest rate that banks will offer you.  For example, the interest rates you see quoted in advertising or the 
media are always the rates that apply to borrowers with good credit – no one with a poor credit score or a 
checkered credit report is going to be able to get those rates.  So even if your weak credit is good enough to 
qualify you for a loan, your resulting interest rate might be so high that you’ll end up with a much lower price 
range than your income would justify.  

An Illustration
Now that you understand how those four factors -- income, debts, assets, and credit – impact your 
qualifications for a mortgage, let’s just go over one example to illustrate the process.  Assume that our 
borrower earns $120,000 a year, has outstanding student and auto loans of $600 per month, holds assets of 
about $50,000 that could be put toward a down payment and closing costs, and has good credit.  How do 
the qualifying factors play out:

So under these conditions, what could she qualify for?  Well, let’s start with her monthly payment.  Although 
can afford to spend about $2,800 a month for her total housing expenses, we can’t just apply that full amount 
to her mortgage payment because that amount also has to cover her insurance and taxes.  So let’s assume 
that in our area, insurance and property taxes would come to about 25% of her monthly housing expenses. 
So in this case, 25% of her $2,800 would come to about $700 a month for taxes and insurance, leaving her 
with $2,100 to spend on her monthly mortgage payment.  

Now that we know her monthly payment, we need a mortgage calculator to see the loan amount supported 
by that payment.  You can find mortgage calculators at www.hudsonunited.com that allow you to do all sorts 
of things, including the “How Much Can I Afford” calculator that asks you to input your monthly payment, 
interest rate, and term. If you do that for the $2,100 monthly payment, a 4.0% interest rate, and a 30-year 
term, the result is a loan value of $439,868.60.  That is, a loan of about $440,000 at 4.0% for thirty years 
generates a monthly payment of $2,100.  

Okay, so now we know how much loan she can afford given her income and debts.  We also know that she 
can put up to $50,000 down out of her assets.  Accordingly, if we add her loan amount to her down payment 
amount, we come to a topline qualification of about $490,000.  

Now, all that said, this is all just in theory, and we kept things simple for illustrative purpose.  We should set 
out a few caveats about how our example might play out in the real world:

Front-end ratio (Income): At $120,000 a year, our borrower earns $10,000 per month before taxes.  A 
28% front-end ratio would result in a targeted housing expense of $2,800.  That amount is what the bank 
will presume that she can spend on her housing expenses (mortgage, property taxes, insurance).  

Back-end ratio (Debt): A 36% back-end ratio would result in a target for total monthly debt to be about 
$3,600 – the amount that the bank will estimate that she can spend for her housing expenses and other 
monthly outstanding debts.  Because her monthly debts are only $600, and her front-end ratio allows her 
to spend up to $2,800 on housing expenses, her back-end ratio is high enough that her debt obligations 
will not lower her loan qualifications. 

Down Payment (Assets): The $50,000 our borrower can afford for a down payment would represent 20% 
of a loan for $250,000, and 10% of a loan for $500,000.  

Credit.  Assuming she does have good credit, our borrower will be able to obtain a loan at the best 
prevailing interest rate.  Let’s say that the current interest rate for a 30-year fixed-rate loan in her price 
range is 4.0%.  

·

·

·

·
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Her low down payment will increase her loan cost.  Although our borrower’s income qualifies her for a 
loan of up to $377,030, she doesn’t have enough for a full 20% down payment to put on top of that loan 
amount.  Accordingly, she would have to pay for private mortgage insurance (PMI) on her loan, which 
would raise the cost of her loan and slightly reduce her borrowing power from what we calculated based 
on her income and expenses.  If the PMI, for example, were 1% of the loan size, that would be about 
$5,000 per year, which would be added to her monthly payments and thereby reduce the amount she 
could borrow.

A weak credit score will reduce her borrowing power. We assumed perfect credit in our example, but if 
our borrower had a mediocre or poor credit score, her interest rate would be higher, which would make 
her loan more expensive and reduce her borrowing power. 

Higher property taxes will increase her housing expenses. Without knowing the actual property she is 
buying, we can’t know precisely what her property taxes will be.  We assumed that taxes and insurance 
would make up 25% of her housing expenses, but taxes in her area and price range might be higher.  If 
so, she will have less to spend on her mortgage payment, which will again reduce her borrowing power.  
When she goes through the actual qualification process as part of her loan application, she’ll have a 
property to buy and can make a more precise determination of her housing expenses.  

Some loans allow for a higher back-end ratio.  On the positive side, we assumed that the bank would be 
following a 36% back-end ratio, which was the total percentage of her income that she could pay for her 
monthly debt load.  But many banks and loan products will extend the back-end ratio to 40% or even 
higher, which would put her in a position to borrow more on her loan and increase her price range.  

·

·

·

·

In other words, and long-story short, qualifying for a mortgage is complicated.  You not only have to figure 
out your qualifying ratios based on income and debt, but you also have to factor in the impact of changing 
down payment amounts, credit scores, property taxes, and other factors.  

If you do want a shorthand way of figuring out your borrowing power, one common shortcut is to simply take 
your income and multiply it by 3.5 to figure out the approximate range of the loan you can afford.  This is 
really a blunt instrument, and it’s no substitute for a thorough examination of your financial profile by a loan 
professional, but it can be helpful just as a “back-of-the-envelope” way to calculate your borrowing power.  
Assuming that you have good credit, a low level of debt obligations, and sufficient money for a down 
payment, it does give you a general idea of your price range.  (The multiplier used to be 3x rather than 3.5x, 
but with interest rates below the 5% range borrowers can afford more based on their income.)  For example, 
if we use that shortcut with our theoretical borrower making $120,000 a year, we come up with a total loan 
amount of $420,000, which is reasonably close to the $440,000 calculation we made by going through all the 
complicated ratios.    

Ultimately, of course, you should talk about any major issues related to your qualifications with your loan 
officer.  It’s particularly helpful to have that discussion early in the process, while you’re still looking for a 
home, because you might be able to take steps to improve your financial profile and strengthen your 
qualifying position. For example, you might be able to start liquidating assets to raise the amount you have 
for a down payment, or clear up issues on your credit report to improve your score. 
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11 PRINCIPLES FOR STARTING 
YOUR HOME SEARCH
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Searching for a home can be a fun experience.  When you’re thinking of buying a home, every neighborhood 
is one big department store filled with stuff that you might want to buy.  And most people like to go look at 
homes – indeed, any real estate agent can tell you that her open houses are often filled with people who 
aren’t even thinking of moving, but just like to “window-shop” what’s on the market.  

And just as real shopping is more fun than window-shopping, actually looking for a new home for yourself is 
a lot more interesting that just checking out open houses.  You get to explore new neighborhoods and 
imagine what it might be like to live there.  You get to walk through a home visualizing yourself having dinner 
there, raising your family there, having parties there – basically, living there.  Even more fun, you get to see 
how other people live, and render snarky judgments on their decorating choices!

So enjoy this part of the process.  After all, once you find the home you want to buy, the fun ends and the 
hard slog of contracts and mortgage papers and moving begins.

Here are some principles for keeping a good perspective in your home search. 

1.  Get to know the market, but don’t take 
forever.
Very few people are lucky enough to find their 
perfect home in the first showing, or even in the first 
couple of showings. Indeed, finding your “dream 
home” in the first showing can actually be 
counter-productive, because you’ll immediately 
think about all the other homes that might be EVEN 
BETTER that are still out there, without realizing that 
you lucked into the perfect home on the first try.  So 
take your time to get to know your market and learn 
the inventory.  Over time, you’ll get a sense of what 
you like and don’t like, and what’s a reasonable 
expectation given your price range.  That said, of 
course, you should eventually come to the point that 
you’re confident in your read on the market, which is 
when you need to be ready to pull the trigger.  
Buyers who hold out for perfection often find the 
market passing them buy, as one great home after 
another gets snapped up while they’re deep in 
deliberation.  

2.  Buy something you love, but realize you 
won’t love everything about it.
Buying a home is like falling in love with your 
spouse.  You go on the market, you check out the 
“inventory,” and you find someone that you 
absolutely love and want to spend the rest of your 
life with. But no matter how much you might love 
your spouse, you’re never going to love everything 
about him or her. It’s the same with buying a home.  
You’re buying a home for $350,000, and wish you 
could have that extra bedroom that the $500,000 
house has.  But that guy buying a $500,000 house 
really wishes he could afford the $700,000 house 
and get a bigger lot.  And the guy buying the 
$700,000 house is frustrated that he can’t get the 
finished basement that’s available in the $900,000 
house.  It’s that way all the up the scale. It doesn’t 
matter what price range you’re in, because there’s 
always SOMETHING in that home you don’t like and 
wish you could change. But if you could change it, 
then the home would be worth a little more and then 
you wouldn’t be able to afford it.  And if you COULD 
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afford it, you’d move up in price range and find 
something new to aspire to – and to be disappointed 
with.  

3.  Buy value, or where you can add value. 
When you’re buying a home, don’t be so focused on 
finding a “steal.”  In an open market, it’s very tough 
to find something that is severely undervalued. More 
importantly, you don’t need to find a “steal,” you just 
need to find a home with value.  And as you get to 
know the inventory, you’ll start to see where the 
values are.  You might find value in a well-made 
home in a desirable area that you believe will 
appreciate well.  Or you might find value in a home 
that is in an up-and-coming area that will develop 
over time and boost home prices. Moreover, you 
should look for a home where you can ADD value: a 
house that doesn’t show well because of it’s 
condition, but which will be worth much more once 
you make some cheap repairs and clean it up. Or a 
home with property taxes that are too high, but 
which you think you can get reduced with a 
grievance.  Ultimately, in the kind of market we’re in 
right now, finding value is relatively easy, because 
property values are likely to increase across the 
board over the next few years.  

4.  Keep an open mind.
Most people start their home searches with a very 
firm idea of what they’re looking for.  But you’d be 
surprised at how many of them end up buying a 
home that is completely different from the one they 
thought they’d be buying.  Maybe they changed 
their locational preferences once they got to know 
the areas better. Maybe they realized they didn’t 
want a big house yet, and decided to get a condo.  
Maybe they fell in love with an old-fashioned 
Victorian layout, even thought they started out 
wanting a modern floor plan.  That happens all the 
time.  So while it’s important for you to have a good 
sense of the kind of home you want, keep an open 
mind during your search process, and don’t be so 
fixed on those goals that you miss out on 
opportunities you might like.  

5.  You’re buying the home, not the 
furnishings.
Smart buyers have the ability to look past the 
superficial nature of how a home shows.  Always 
remember that you’re buying the home itself. 

You’re not buying the furnishings. You’re not buying 
the clutter. You’re not buying the condition: the smell 
of cat urine, the stained carpets, the dirty windows.  
All those things leave with the sellers, leaving the 
home itself behind. When you see something that’s 
cluttered, or dirty, or poorly laid out, try to look past 
it.  See it with the eyes of a real estate professional, 
someone who looks at properties and just sees the 
location, the square footage, the amenities, the 
layout.  Those all stay with the property.  The clutter 
and the smells?  They don’t.  And it goes the other 
way, too.  If the home is beautifully staged, don’t be 
so overwhelmed that you forget to think about how 
it will look once you’re actually living there.  It might 
seem roomy only because the sellers took out all the 
clutter that you’re going to be putting in!  Pay for the 
home, not the staging.

6.  Buy within your means.
When you sit down with your loan officer, you’ll get a 
sense of how much home you can afford, and 
establish your price range.  But that doesn’t mean 
you absolutely have to spend that much.  Lots of 
buyers purchase a home that’s below the price 
range they could otherwise afford, particularly if they 
are first-time buyers who are looking to move up 
within five to seven years.  They’d rather make the 
investment that allows them to save some money 
both in their down payment and their monthly costs, 
so they can continue to save toward a larger down 
payment for their next home.  Or maybe it’s just that 
they want to be sure they can make their payments 
while still building a “rainy day” fund.  Either way, 
don’t feel obligated to spend up to your maximum. 

7.  You’re buying not just a home, but a 
neighborhood.
You’ve probably heard the expression, “don’t buy the 
best home on the block.” Why? Because it will be 
tough to sell, and you’ll never get the best price for 
it. But that’s a little misleading.  Yes, if you buy the 
best home on the block, you’ll never get the kind of 
appreciation you’d get if the home were in a nicer 
neighborhood.  But if the home were in a nicer area, 
it would cost you more in the first place!  The better 
way to think about this is to simply remember that 
when you buy a home, you’re buying a 
neighborhood, and the value of your home will 
reflect the quality of that neighborhood.  If the area 
goes up or down in value, so will your home.  If the 
area changes, for better or worse, so will your 
property value – regardless of whether you have the 
best or worst home on the block.  
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8.  Buy with an idea of what it will be like to 
sell. 
Generally speaking, you always want to own a home 
that has broad appeal. The more buyers who might 
be interested in purchasing that home, the better the 
chances of both finding a buyer and getting a good 
price when you sell it.  That’s why some agents will 
counsel you to avoid homes that are too quirky or 
idiosyncratic – because it can be tough to find 
buyers for them. That said, sometimes homes with 
narrow appeal are easy to sell precisely because 
their features align perfectly with the needs of a 
small but dependable group of potential buyers.  
After all, if you love the home, then other people will 
probably love it as well. Just go in with your eyes 
open that someday you’re going to have to sell that 
home, and there might not be a whole lot of people 
with your particular tastes.

9.  Buy for your time frame.
We never advise people to “flip” homes unless they 
are professional investors.  Flipping is just too 
expensive to make sense for the everyday home 
buyer.  The investment of time and closing costs 
makes moving every few years prohibitively 
expensive, so be prepared to stay in your new home 
at least five years.  That means finding something 
that will be able to handle your needs for the 
foreseeable future, both in terms of size and 
location.  So when you buy, think about your time 
frame. If you’re planning on being in your home for 
fewer than five years, you might consider continuing 
to rent until you’re ready for a longer commitment. 

10.  A home is an investment, but it’s not 
JUST an investment.
Everyone says that buying a home is one of the 
biggest investments you’ll ever make.  And that’s 
true.  But it’s also a place where you’re going to live.  
So keep that in mind as you start your home search. 
Yes, you want to buy value. Yes, you want to think 
about what it will be like to sell that home.  But most 
importantly, you want to buy something that’s going 
to make you happy for the time that you live there.  If 
you end up falling in love with a home that has 
quirks, or is in a neighborhood that might not 
appreciate, so what? If you’re going to love living 
there for the next seven to ten years, buy it.  We only 
have one life.  We might as well like where we’re 
living it.

11.  Be Prepared for “Buyer’s Remorse”
Finally, one last thing.  No matter what you buy, no 
matter how good a deal you get, no matter how 
much you love it, you’re going to at some point feel 
a pang of buyer’s remorse.  Recognize that for what 
it is – a small part of your brain that is playing games 
with you.  Buyer’s remorse is normal.  When you start 
to fell it, just write down all the reasons why you’re 
buying this home. Once you start doing that, the 
feeling will probably go away.  
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4 KEYS TO WORKING EFFECTIVELY 
WITH YOUR BUYER AGENT
 
During the course of your home search, your buyer agent is your best asset for helping you navigate through 
the inventory of properties that you might be seeing.  After all, you might not have done much 
home-shopping, but your agent looks at houses almost every day, and can often pick out positives and 
negatives that you might not have noticed.  

Keep these guidelines in mind when working with your buyer agent:

1. Communicate regularly with your agent.  
You and your agent should set up a communication plan when you first start working together.  That plan is 
up to you – how often do you want to talk, how often do you want to get emails from your agent, how 
regularly do you want to go out to look at properties, etc.  Talk it out with your agent.  It’s their job to serve 
your needs the way you want to be served, so be clear about what you want from them.  Most importantly, 
though, find some way to stay in regular contact with your agent through the home buying process, even if 
it’s just a text message once in a while to update them (or them updating you) on the status of your home 
search.  

2.  Be honest about what you like and don’t like. 
As your agent works with you, they will get to know your preferences, even things that you don’t yourself 
identify as being important to you.  Maybe they’ll notice that you seem to like homes with an open floorplan, 
even though you originally said that you instead like traditional room layouts with more privacy. Every time 
you see a house with your agent, they learn something about you.  So you need to be honest.  If you don’t 
like the house, tell your agent why.  Don’t feel you need to spare their feelings by holding back – if the agent 
missed the mark in selecting properties to show you, be honest about it.  They’re not going to take it 
personally.  After all – that’s their job.

3.  Don’t be reluctant to ask your agent for help. 
Remember that your agent makes their living by helping you buy a home. Sometimes, buyers feel reluctant 
to call their agent to take them out, because they’re early in the buying process and they don’t want to 
“waste” their agent’s time.  But it’s your agent’s job to help you in the home-buying process, and agents will 
often work with buyers for months and months before the buyer finds the right home. If you’re really just 
“sight-seeing,” or in such an early stage of your process that you don’t feel comfortable going out with your 
agent, then work on your own and just use your agent as a resource for information.  For example, your 
agent could set you up with automatic alerts for new properties coming on the market, or let you know 
about open houses that you might want to visit on your own.  But once you’re serious about your home 
search, don’t feel inhibited about calling your agent.  You’re not being an imposition if you need your agent 
to spend a day showing you homes.  That’s your agent’s job.   
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4.  Keep your agent in touch with anything you do on your own.  
Over the course of your home search, you might find yourself doing some work on your own in addition to 
all the appointment showings with your agent.  You’ll probably be saving properties online on 
RandRealty.com, which is how most of our clients get their first look at the home they ultimately buy.  Buyers 
also sometimes do drive-bys of properties that they see listed online, just to get a look at the property and 
maybe check out the neighborhood.  And many of our clients also go to open houses, when sellers open 
the property to the public, usually on Sunday afternoons.  

These other types of “showings” are all good ways for you to get engaged in your home buying process, 
particularly at the beginning when you might be reluctant to go out with an agent. But just remember that 
looking on your own is really only a supplement for the work that you’ll do with your agent.  Looking at the 
property online or doing a drive-by is no substitute for actually visiting the home in person accompanied by 
an agent who will be able to provide a professional perspective when making your evaluation.  And while 
open houses also involve personal visits, you’ll find it’s much more efficient and effective to set your own 
appointments rather than being limited to Sunday afternoon visits of whatever properties happen to be 
open that weekend. 
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8 TIPS FOR AN EFFECTIVE
 SHOWING PROCESS

The fun part of the home buying experience is going out on showings -- appointments set by your agent to 
go visit a property or a series of properties. Even though it can be a lot of work, most of our clients actually 
enjoy this part of the process.  There’s something exciting about every showing: the anticipation of seeing the 
home live that you’ve only before seen in pictures, the suspense of wondering whether this will be “the one,” 
the fun in imagining what it would be like to live in each home.  Even more importantly, every showing you do 
is part of your educational process in refining your understanding about your own preferences, helping you 
and your agent learn about what you like and don’t like.  

Here are some basic rules of thumb for establishing an efficient and effective showing process:

1.  Work with your agent about setting 
appointments. 
The process of setting up a showing is very simple.  
You identify a series of properties that you’d like to 
visit, find a window of time when both you and your 
agent are available, and then your agent will contact 
all the sellers or listing agents to make an 
appointment to see the home.  It’s your agent’s job 
to set the appointments, not yours – that’s one of the 
reasons you hired your own agent.  But try to be 
flexible about your scheduling, making your 
showing process a priority in your life. 

2.  You’ll need about 24 hours’ notice.   
Generally, you don’t need to give more than 24 
hours’ notice before setting up a showing.  Most 
sellers are eager to have agents show their homes, 
and will agree to showings on very little notice.  
Some sellers do require more extensive notice, 
though, something your agent will be able to 
determine from the property information accessible 
to brokers in the MLS.  

3.  Be prepared for every showing to take 
longer than you expect. 
You’ll usually spend about 15-30 minutes in the

actual showing of the home, depending on your 
level of interest, but remember that you also have to 
factor in travel time.  If you’re seeing a lot of homes 
in a very small geographic area, you might be able 
to see two or three homes in an hour.  But if you 
have to drive a long way between homes, then you 
might only get to one or maybe two in an hour.  Your 
agent will have a good sense of the schedule.  

4.  Decide in advance how you’ll travel to 
showings.   
Whether you travel together or separately is up to 
you and your agent. Having the agent with you can 
be helpful for facilitating conversation and feedback 
between showings (and is environmentally 
preferable!), but sometimes you all can’t fit in one 
car.  

5.  Bring a folder and a notebook! 
When you meet with your agent to start the series of 
showings, you’ll probably get paperwork on all the 
listings you’re going to see.  It’s a good idea to get a 
folder to keep all those “showing sheets,” because 
you’ll eventually see so many homes that it’ll be 
tough to keep them organized in your head.  
Keeping the show sheets, and taking notes on those 
sheets, is a good way to keep track of the properties
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you’ve seen and what you thought about them.

6.  Give feedback.  
After showings, or during showings if you are alone, 
you should give feedback to the agent about what 
you liked and didn’t like, so long as the seller or 
listing agent aren’t present.  You should be as honest 
as possible in communicating your interest to your 
agent, who needs that kind of information to learn 
about you and your preferences.  Your agent might 
also ask you to give formal feedback that can be 
communicated back to the seller, particularly for 
properties that you’re not really interested in.  Sellers 
appreciate that, because it sometimes helps them 
adjust their price or presentation of the home. You’re 
not under any obligation to do so, but it’s 
considered polite to provide feedback if asked.  

7.  Always be courteous at showings.
Remember that every interaction you have with a 
seller, even at that first showing, is important to both 
of you.  You should always try to be collegial and 
courteous with sellers, because you never know 
whether this might be the home you’re going to buy,  
and, more importantly, whether that seller might 
remember you in a good way when they’re weighing 
offers or considering concessions. Be nice!

8.  Give notice about cancellations
As part of that courtesy, if you have to cancel a 
showing after setting an appointment, just try to give 
as much notice as possible to your agent, who will 
then cancel the appointments with the seller or 
listing agent.  It’s no big deal to cancel an 
appointment, although it’s very discourteous to 
simply not show up when you were expected.  
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5 WAYS TO GET THE MOST 
OUT OF YOUR SHOWINGS

You set the appointment. You drove over to the home. You’re turning the corner, and there it is!

What do you do next? Here are some tips for getting the most out of your showings.

1.  Keep an open mind. 
Sometimes, you’ll pull up to the front of the property, 
and you’ll immediately make a snap decision that 
this is not the home for you.  That’s fine.  Tell your 
agent why.  But you should still go into the house to 
look around.  Why? Because we have many buyers 
who ended up buying a home that they absolutely 
hated on the first impression they got on the 
curbside.  But even more importantly, you’ve already 
taken the time to drive over, you might as well go 
inside. Even if you don’t like the home, you might 
find something about it that you do in fact like, and 
your agent can learn from that.  Every showing is part 
of the educational process of learning what you like 
and don’t like, so always keep an open mind 
regardless of your initial impressions of a home 
you’re seeing.

2.  Try to visualize yourself living there.    
A great way to develop a good feel for whether this 
is the right home for you is to just imagine yourself 
living there.  Think about what it would be like to 
wake up every morning in the master bedroom, to 
make breakfast in the kitchen, to have meals in the 
dining room, to sit back and watch television.  
Visualize where your furniture would go, and how it 
would look in the home.  Essentially, try to imagine 
what it’s like to live there. If you like that image, then 
this might be a home you want to consider buying.  

3.  Look past the superficial.  
Remember that you’re buying the home itself, not 

the furnishings.  That cuts both ways.  If the home is 
in poor condition, badly decorated, dirty, or 
cluttered, it might show badly and you might have 
difficulty trying to imagine yourself living there. You 
have to look through those distractions to evaluate 
what the home would look like if you cleaned it up, 
cleared it out, and brought in furniture that reflected 
your own tastes.  On the other hand, a home that is 
beautifully staged might show wonderfully, but that 
can be a distraction as well.  You might not realize 
that the home looks big because the family room 
only has seating for four, or that the closets only 
seem ample because the sellers got rid of 
everything they own!  You have to imagine what the 
home would look like with your furniture, and your 
family, living there on a daily basis, not how the 
home looks when it’s been professionally staged.  

4.  Be cordial sellers and listing agents….. 
Most of the time, you’ll be able to see properties 
with just your agent, particularly if your visit is during 
the workday.  Sometimes, though, the sellers might 
happen to be home when you’re looking at the 
property.  That can always be a little awkward, 
particularly if the sellers hover over you or want to 
do the agent’s job for her by showing you the house 
themselves.  Other times, the listing agent might be 
present, particularly in the rare cases where the 
seller requests that the listing agent attend all 
showings.  

In those cases, it’s always a good idea to be as 
friendly and likeable as possible with sellers. You 
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might end up doing a deal with them, and you’d be 
surprised how much basic courtesy and friendliness 
can facilitate a good negotiating relationship.  And if 
you end up in any kind of bidding war for the 
property, you’ll find that just being a friendly person 
can sometimes give you a leg up in getting your bid 
approved.   So just be nice to them.  And, of course, 
never say anything critical or derogatory about the 
property (the décor, the cleanliness) in front of the 
seller or listing agent, because insulting the 
homeowner is a bad way to start a negotiation.

5.  …But be careful with what you say!
On the other hand, you want to be careful about 
what you say about your personal situation. You 
don’t want to give away anything that might 
undermine your negotiating position if you 
ultimately decide to make an offer, such as your level 
of interest in the property, how it compares to other 
homes, your personal finances, your urgency to 
move, or your price range. For example, you might 
think it’s harmless to answer a seller’s question about 
whether you’re currently renting or owning, but 
answering it might inadvertently reveal your urgency 
for moving.  Similarly, remember that listing agents 
have a fiduciary duty to their sellers, so telling that 
nice listing agent something innocuous like “this is 
the best layout we’ve seen” could end up 
undermining your negotiating posture later. Just like 
in cop shows, anything you say can and will be used 
against you.  

So when you’re talking to listing agents or sellers, 
just keep it on a very superficial level.  Make polite 
compliments about the home, compliment the 
furnishings, ask them questions to get them talking 
(and maybe revealing something!), and most of all 
let your agent do the talking.  

If they ask you direct questions that you don’t want 
to answer, just be vague in what you say.  You don’t 
want to be rude by ignoring the question, nor do 
you want to raise hackles by “lawyering up” – saying 
something like “my agent told me not to talk about 
that.” Just say things like “we’re not sure yet, we’re 
very flexible” or “we’re discussing that very issue with 
our agent.”  And then just ask them a question 
yourself to change the subject.  Generally, you’re not 
going to get the third degree when you see a home, 
so don’t worry too much about it.  Sellers generally 
don’t ask buyers a lot of questions, and listing agents 

now that they’re not supposed to ask a represented 
buyer anything personal. 

________________

Taking Pictures at Showings
Some buyers like to take their own pictures when 
they’re out on a showing. Is that okay?  It depends.  
Some sellers really do not like when buyers take 
pictures of their homes, because it’s perceived as an 
invasion of their privacy.  So if you want to take 
pictures or videos, make a point to have your agent 
check with the seller in advance and get specific 
permission.  Don’t ask the seller at a showing, 
because the seller might resent feeling pressured to 
allow pictures they don’t want.  
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7 TERMS 
YOU’LL PRESENT IN AN OFFER

Ultimately, the goal of shopping is buying.  And at some point during your home search process, you’re 
going to find something that you’re interested in buying. You’ll be interested in the first showing, go back for 
a second look, and, if you’re like many of our buyers, return a few more times “just to make sure.”  At the end, 
though, if this is the home you want to buy, you need to start the transactional process by making an offer.

Presenting offers is part art, part science.  The science part is the analysis you and your agent will do to 
examine recent comparable sales, the overall market conditions, and the perceived attitudes of the seller to 
determine the correct offering price.  The art is how you present it, and whether you give yourself the best 
possible chance of getting your offer accepted.

When you make your offer, you will set out basic terms upon which you are willing to purchase the home.  If 
you and the seller come to agreement on those terms, the agents will send the offer to the attorneys for 
purposes of drafting a contract.  At this point in the process, you’re not legally bound to the terms of your 
offer, but obviously you should only present an offer that you are willing to commit to in good faith. 

From a procedural standpoint, offers are different in New York and New Jersey.

After that initial offer, most of the follow-up counter-offers are done over the phone or email between the 
agents, until ultimately you reach an agreement that is memorialized in a final term sheet that the agents will 
send to the attorneys to advise them in preparation of the contract (New York), or a signed purchase 
agreement sent to the attorneys (New Jersey).  

Here are the main terms that will comprise your offer to purchase, what we think of as the “material” terms of 
the deal that will be subject to some degree of negotiation between the agents:

     1. Purchase Price.
       This is obviously the most important term – the most important for you, and the most important for the     
       seller.  

In New York, offers are usually made on some sort of non-binding form that will include the basic terms, 
which is sent to the listing agent for consideration.  That offer is not binding on the buyer, even if it says 
(because the law requires) that it’s binding, and even if it has signature lines.  

In New Jersey, by contrast, offers are made on binding purchase agreements, which the buyer agent fills 
out, has the buyer sign, and send to the seller’s agent.  This is an actual contract, and is theoretically 
binding on the buyer.  But in reality, the contract always provides for an attorney review period, where 
the attorneys can change or cancel the deal, so nothing is fully committed until that review period ends. 

·

·
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Of course, your offer might contain other terms that we haven’t addressed, but generally speaking those are 
the main issues that get presented as part of the offer.  

Moreover, your agent might supplement your offer with some supporting documentation. For example, if 
your offer is significantly below the asking price, your agent might submit a list of comparable sold properties 
that you both believe justifies the price you’ve offered.  Now, the seller might disagree with your selection of 
comps, but at least you’ve given the seller something to think about and justified your offer – which might 
soften the blow of an offer that is disappointingly below ask.   

Also, sellers will take you more seriously if you provide some form of financial documentation with your offer – 
even if it’s just a preapproval letter from a reputable lender.  Realize that the seller takes a risk in accepting an 
offer from a marginally qualified buyer, because the time spent waiting for that buyer to unsuccessfully get a 
mortgage is time that the seller was not actively on the market.

Finally, remember that you are not legally bound by any of the terms in your offer until you execute formal 
contracts of sale with your attorney that survive attorney review.  Even if you sign the offer, your agreement is 
conditioned upon attorney approval, so you are not obligated to buy that home until you execute that final  

2.  Down Payment.
The down payment is the amount that you will deposit when you sign contracts – NOT when you make the 
offer – as a show of good faith commitment to purchase the home.  Down payments are generally 
between 5%-10% of the purchase price. 

3.  Closing Date. 
The estimated closing date is really just an estimate.  You’re not bound by the closing date even in the 
contract, so most agents just set a projected date three or so months for the future – which is the average 
time it takes to get from contract to closing. 

4.  Personal Property.  
4.When you buy a home, you buy all the fixtures in the home – everything that is attached to the property. 
But sometimes, you might find that the seller has “personal property” that is not legally affixed, but is so 
perfectly situated to the home that you want to buy it along with the property. The legal default position is 
that only fixtures stay with the home, so you’ll need to identify any personal property that you want to buy 
as part of your purchase price.  

5.  Mortgage Contingency.
When you prepare your offer, you’ll have to consider whether you want to demand a mortgage 
contingency, which allows you to terminate the contract without penalty if you are unable to get a 
mortgage after a good faith effort.  You will probably want to reassurance of a mortgage contingency, but 
that might be something that the seller will resist.

6.  Inspection Contingency. 
In New York, the offer will usually explicitly state that the offer is subject to inspection, and you’ll schedule 
the inspections before you actually prepare the contract. In New Jersey, the contract itself will provide for 
an inspection contingency that will give the buyer a certain amount of time to complete the inspection. 

7.  Other Contingencies.
You might have particular needs that should be addressed as conditions, such as the need to sell your 
home before you close on your purchase. It’s generally not a good idea to spring unusual requests in the 
contract, so if you have anything you need that’s out of the ordinary, make sure you discuss with your 
agent whether you should present it as part of the offer.
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binding contract of sale.  This is a double-edged sword, because it also means that the sellers are not bound, 
either. That’s why we encourage you to move quickly once you have an accepted offer, so that you don’t give 
time for other buyers to jump in and make a higher offer.  
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4 CONSIDERATIONS 
IN PRICING YOUR OFFER
Obviously, the most important term of your offer is the price that you are willing to pay to purchase the home.  
All the other issues – down payment, closing dates, contingencies – are generally minor areas of negotiability.  
In most cases, the main issue is price.  

Ultimately, of course, your pricing strategy depends on what that home is worth to you. You’ve already gone 
through the process of determining how much you can afford, and used that information in identifying your 
price range and choosing the homes that you evaluated with your agent. You’ve been watching the market, 
and at this point you should have a pretty good idea of what homes are selling for.  The question now 
becomes, “what are you willing to pay to own this home?”  And if you can afford that price, then that becomes 
your target goal for your negotiation.

As a general strategy for reaching that goal, you want to think about your initial price offer as an invitation to 
negotiate with the seller.  You don’t want the offer to be too low, because you could insult the seller and 
poison the negotiating process. And you don’t want the offer to be too high, or you might end up paying 
more than you have to. It’s like Goldilocks and the three bears – you don’t want your offer to be too cold or 
too hot, you want it to be “just right”:  

Similarly, you should never make an initial offer that is the most you’re willing to pay for that home.  Some 
buyers do that in an attempt to short-circuit negotiations, and in some cases to convey that they are serious 
buyers: “here is our best price, but that’s as high as we can go.”  Don’t do that. Very few sellers accept an 
initial offer, and from a psychological standpoint they need to comfort of engaging in at least some 
negotiation on the price of their home.  So set that initial offer in a way that you have a little wiggle room, so 
that you can accept, or counter, the seller’s counter-offer. 

Here’s one rule of thumb to keep in mind: most deals close within three or four rounds of negotiating.  That 
is, (1) a buyer presents an initial offer, (2) the seller counters, and (3) the buyer either meets the counter or (4) 
presents a new offer that the seller accepts.  Most successful deals come together in a matter of days, if not 
hours, so prepare your negotiating strategy accordingly.  

So with that general strategy in mind, how do you determine what price to offer?  The basic rule of thumb is 
that an initial offer, to be taken seriously, should be about 5%-15% off the current listing price.  That’s 
obviously a very wide range, but that’s the point – it’s just a general guideline to help you stay in the “sweet 
spot” between  over-bidding and low-balling.  The actual offer you make will depend on your particular 
situation: what comparable homes are selling for, the current state of the market, and the history of that 
individual listed property.   

Our advice is simple: do some research, think about what’s going on in the market, and set your price 
accordingly.   Your agent is the best resource for helping you craft your initial offer to the sellers, but here are 
some general guidelines to keep in mind:
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1. Set your initial offer based on sale prices of comparable homes.  
Your agent can provide you with information on recent sales in the local area, or even the neighborhood.  
That’s the data you want in setting the initial price for the home, particularly in situations where the seller 
might have set an unrealistic listing price for the home.  Don’t get caught in the trap of locking in on “active 
listings” prices, because “active” listings all have one thing in common: they haven’t sold!  It’s the sold 
properties that give you a better read of what’s happening in the market.  Moreover, your agent can use that 
sold data to justify the offer: “we know that the seller has set a more aggressive listing price, but here are 
some recent comps that are totally in line with the offer we are making.”  

Just remember that when you’re looking at sold data, you’re getting information about closed sales, which 
reflects the state of the market from a few months ago.  That is, those closed sales were put into contract 
months earlier, and then spent time going through the transactional process to get to the closing table.  So if 
the market is very active, some of the sold data might already be out-of-date.  Unfortunately, the sale price of 
homes that are “under contract,” which are more recent comps, are not publicly available, even to your agent, 
so you don’t have access to that data.  

It’s also important to remember that not all homes are easy to compare to recent sales.  Particularly in high 
end markets, you’re not likely to find a lot of recent sales at the same price point in the same area, so 
comparable sales data will not be as helpful.  

2.  Be mindful of the current negotiability in the market.  
If you have been reading the Rand Quarterly Market Report, or getting market reports from your agent, you 
know that we consistently measure the “listing discount” that sellers are giving to buyers off the last listed 
price for the home.  But that’s a regional number, so the negotiability might be different in your particular 
town or village or at your particular price point.  So the more local, and more recent, the negotiability 
information you have, the better.  Indeed, pay particular attention to the negotiability of those recent sales. If 
you see that homes are selling for very close to the asking price, you’ll want to adjust your initial offer 
accordingly. 

Moreover, we should caution you that as a market heats up, you can expect negotiability to fall significantly.  
As buyer demand increases, sellers become far less negotiable on price. In a buyer’s market, listing discounts 
can rise as high as 5-6%, but in a seller’s market, they might get down to below 1%, with multiple bidding 
situations driving prices up.  

3. Keep in mind the current status of the listing.  
Your agent can give you the history of the listing, which can be important in helping you formulate your initial 
offer.  For example, you’ll want to know how long the house has been on the market.  The longer the home 
has been for sale, the more likely the seller will be to reasonably negotiate on price.  Similarly, you’ll want to 
know whether the seller has recently reduced the price.  That’s important for two reason: first, because sellers 
are going to be less negotiable on price if they just made a reduction; and second, because homes that have 
recently been reduced in price tend to generate more buyer interest, which means you could be more likely 
to get into a bidding war that would dramatically reduce negotiability.  

4.  Be prepared for a multiple bid situation.
As the housing market heats up, you might find yourself in a multiple bid situation – where a seller gets offers 
from more than one buyer, negotiates with all buyers simultaneously, and ultimately requests that the 
interested parties submit their “highest and best” offers to close all discussions.  If you’re in that situation, 
you’ll need to consult with your agent about how to prepare your offer, which requires you not just to 
consider all the variables about the market and the listing, but also what other buyers might be willing to pay 
for that property.  
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Procedurally, what you’ll do is present your highest and best offer along with the other buyers, the sellers will 
then compare them, and then come to an agreement with whichever offer they prefer.  A multiple bid 
situation can be very stressful, so as the market heats up we strongly advise you to move from accepted offer 
to contract as soon as possible.  
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11 TIPS FOR NEGOTIATING 
OFFERS FOR BUYERS

Most people are not familiar or comfortable with negotiations, because most of us do it so rarely in our 
professional or personal lives.  Culturally, we don’t negotiate much compared to people in many other areas 
of the world – for example, it’s not like you say to the cashier at the supermarket, “$5 for a tomato?  I’ll give 
you $3!”  We just don’t do that sort of thing. So it’s not unusual for people to become a little anxious about 
the prospect of negotiating something as important as the sale of their most valuable asset.  

Obviously, a full discussion of the art of negotiating on the sale of a home could and has filled books.  But we 
wanted to share some perspectives into the negotiation process, and also give you some insight into the 
negotiation approach adopted by Howard Hanna | Rand Realty:

1.  Keep control of your anchored starting point.
It’s always an ideal situation when you control the starting point of negotiations on the most important term. 
In psychology, they call this “anchoring,” because the initial asking price becomes reference point that can 
“anchor” the rest of the negotiation. In real estate sales, though, the anchor is already set before you ever step 
foot in the home – by the asking price.  So you are already dealing with an “anchored price” on that MLS 
sheet or online listing.  The key is to forget the asking price, to dismiss it from your thoughts.  Instead, sit 
down with your agent to go through recent sales to see what prices homes have actually sold for.  Once you 
figure that out, build an offer based on those prices, without even referencing the listing price.  Try to create a 
new anchor through the sold listings that your agent can track down for you.

2.  Never convey an eagerness to buy. 
Never let a seller or a seller’s agent know that you are anxious to buy, or that you are anxious to buy that 
particular home. You should always avoid discussing specifics with a seller or a seller’s agent, because if you 
happened to let slip that you were under any pressure to buy you would be undermining the firmness of your 
commitment to your offering price.  Meanwhile, pay careful attention to any signals that the sellers give off 
betraying their eagerness to sell. They might communicate that nonverbally just in the way that they answer 
the door when you visit for a showing, or through their agent with an eagerness to hear your offer.  Or they 
might do it even more blatantly with terms in the listing description like “bring best offer” or “owner anxious.”  
Pay careful attention to these cues, and avoid giving them off yourself.

3.  Provide justifications for your price through your agent.
Anchors become more powerful if you provide reasonable and objective justification for them.  When you set 
your initial offer, have your agent provide the seller with reasonably comparable sales that justify the price 
you’ve set.  You can firmly set that pricing anchor by putting the seller in a position of having to argue away 
the fact that comparable homes have sold for close to your offered price.

4.  Get commitments from sellers.
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Psychologists have also noted the power of verbal and written commitments during negotiations. If a buyer 
can get a seller to make even a verbal commitment to agree to a term of the negotiation, the seller will feel 
strongly compelled to abide by that commitment.  That’s why most of our agents demand that all offers and 
counter-offers be made in writing, not because the offers themselves are legally binding, but the act of 
writing them down (and in some cases signing them) is psychologically binding. 

5.  Frame the negotiation as about more than just price.
In any real estate sales transaction, the most important negotiated term is price.  But it’s not necessarily the 
only term that can be at issue.  In some cases, closing date is important. In others, it’s the down payment. And 
in others, it could be whether the buyer will have a mortgage contingency, or the fixtures or furniture 
included, or really anything that one side particularly wants.  In most negotiations, however, the parties don’t 
strongly negotiate the other terms, because their sole focus is price. Accordingly, a good way to control the 
frame of the negotiation is to put all the other terms in play (closing date, down payment, contingencies, 
fixtures, furniture). If you are flexible on all those terms, but the other side is not, you now have something to 
bargain away to get a concession on price.

6.   Avoid making concessions without getting a reciprocal concession.
Ultimately, at some point in the negotiation, you’re likely to have to make a concession.  Very few buyers are 
fortunate enough to get an acceptance on their first offer. But if you are to make a concession, try to avoid 
making the concession in a vacuum – condition your concession on the seller giving way on some other 
point. Generally, if you do someone a favor, that person feels obligated to return the favor, even if their 
“reciprocation” of the favor is disproportionate to what you did for them. If you’ve been successful in putting 
multiple terms at play, you can even concede on a minor point in return for flexibility on something you 
actually care a lot about.   

7.  Always negotiate through your agent.
Negotiating through intermediaries is always a good strategy, if only because it keeps the client from 
developing or generating ill-will with the other side or betraying anxiety that would undermine the 
bargaining position. In real estate negotiations, buyers and sellers rarely discuss the terms directly with the 
other side, instead communicating through their agents. One of the most powerful ways to control the 
process is to work through an intermediary (like your agent), keeping the ultimate decision-maker away from 
the negotiating table. That way, your agent can always use the justification that he or she does not have the 
authority to make concessions, giving you both time to discuss strategy and avoid giving in under 
self-imposed pressures. 

8. Be likeable to sellers.
We always counsel clients to be friendly and agreeable with all sellers, including sellers that might be grossly 
overpriced.  Throughout your negotiation, you’ll want to maintain good relations with sellers, even if you 
ultimately cannot reach an agreement. We have seen many potential deals fall apart simply because the 
parties treat each other badly, insulting each other, ignoring offers, delaying out of spite, and other unhelpful 
tactics.  Sellers want to like the person buying their home, so be likeable.

9.  Be open to all counters..
Generally, in real estate, we always welcome offers – and counter-offers -- of any kind because it gets 
discussions going on a path in which anything can happen. Everyone in the business has seen sellers initially 
dismiss an offer as “outrageous,” only to ultimately find an agreeable middle ground through a long process 
of good faith negotiation.  Sellers sometimes set very high prices specifically to give themselves “wiggle 
room” to negotiate.  We don’t counsel clients to give lowball opening offers – indeed, our advice is to find an 
offer that you can justify based on comparable sales.  But if you make a reasonable offer, only to have the 
seller make an incremental counter-offer, don’t dismiss the counter out of hand.  Make your own 
counter-offer, and see what happens.
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10.  Remember that you don’t have to actually buy the house.
Some clients worry that in the heat of the moment they will make concessions that they will ultimately regret, 
and find themselves experiencing buyer’s remorse.  Remember, that you don’t make any final legal 
commitments as part of the negotiation.  You’re never fully committed until after inspections, contract 
drafting, contract review, and a host of other issues that could delay final signing. So you never have to risk 
getting carried away by anxiety or pressure. 

11.  Don’t get caught up in “winning”.
Finally, when you’re negotiating the purchase of a home, you need to keep your eye on the goal. If this is truly 
the right place for you, don’t get too caught up in “winning” the negotiation by squeezing the seller for every 
nickel.  Remember that if you’re financing the home, a purchase price difference of $10,000-$20,000 is not 
going to make or break you.  For example, consider that at a 4% interest rate, a $10,000 difference in the sale 
price is less than $50 a month – less than your monthly mobile phone bill.  So deliberating over the difference 
between an offer requiring you to finance $490,000 or $500,000 means that you’re anguishing over the 
difference between a monthly payment of $2,339 and $2,387.  Will you really notice that difference?  While 
you always want to get the best deal possible, risking losing your dream house over such a negligible 
difference in your monthly payments can be foolish.

SIDEBAR: Infographic of Transactional Process
[I’d like to create a graphical representation of the transactional process as a timeline.  The timeline starts at 
the top with “Offer and Acceptance” and then moves down to “Inspection”, then down again with “Contracts”, 
and then splits into three sections -- “Mortgage” “Title” “Insurance” – then those three sections all point to the 
final “Closing”.  My suggestion would be that the sections be demarcated with a box containing the title word 
followed by bullet points underneath. ]

The New York Transactional Process

OFFER AND ACCEPTANCE
·  Parties reach an accepted offer.

INSPECTION
·  Buyer’s inspection engineer inspects the property.
·  Buyer and seller agents negotiate any changes from inspection.

CONTRACTS
·  The seller’s attorney drafts a contract.
·  The buyer’s attorney reviews the contract.
·  Seller and buyer sign the contract.

MORTGAGE
·  Buyer completes mortgage application.
·  Lender submits mortgage application for underwriting.
·  Buyer resolves mortgage conditions with Lender.
·  Lender approves loan as “clear to close.”

TITLE
·  Buyer order title report from title abstract company.
·  Abstract company delivers title report to buyer attorney.
·  Buyer attorney reviews title with buyer.
·  Abstract company issues title insurance policy.

INSURANCE
·  Buyer orders home insurance from insurance company. 
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·  Buyer gets confirmation of the policy.

CLOSING
·  Attorneys schedule closing.
·  Buyer conducts walkthrough.
·  Parties close.

The New Jersey Transactional Process

OFFER AND ACCEPTANCE
·  Buyer presents an offer on a signed purchase contract.
·  Parties negotiate and reach an agreement.
·  Seller signs the purchase contract.
·  Agents send agreement to attorneys for attorney review.

INSPECTION
·  Buyer’s inspection engineer inspects the property.
·  Buyer and seller agents negotiate any changes from inspection.

CONTRACT
·  Attorneys complete attorney review and finalize binding contract. 

MORTGAGE
·  Buyer completes mortgage application.
·  Lender submits mortgage application for underwriting.
·  Buyer resolves mortgage conditions with Lender.
·  Lender approves loan as “clear to close.”

TITLE
·  Buyer order title report from title abstract company.
·  Abstract company delivers title report to buyer attorney.
·  Buyer attorney reviews title with buyer.
·  Abstract company issues title insurance policy.

INSURANCE
·  Buyer orders home insurance from insurance company.
·  Buyer gets confirmation of the policy.

CLOSING
·  Attorneys schedule closing.
·  Buyer conducts walkthrough.
·  Parties close.
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6 STEPS TO GET FROM CONTRACT TO 
CLOSING IN YOUR REAL ESTATE TRANSACTION

You remember how we stressed how much “fun” the home buying process was when you were in that 
“shopping” phase?  All that looking at houses, visualizing what it was like to live there, making fun of the 
seller’s decorating choices?  All those good times? 

Well, that all ends right now.  Now, the real work begins in putting together your real estate transaction: 
negotiating your contract, getting your final mortgage commitment, securing title insurance, and choosing 
your home insurance coverage. 

Essentially, at this point in the process, the burdens of the transaction shift from the seller to the buyer.  
Generally, sellers do all their work on selling their home upfront, when they get the home prepared to go on 
the market and endure days, weeks, months, or even years of people traipsing through their home on 
showings.  Meanwhile, buyers have it easy, because they’re mostly enjoying the whole “shopping” process. 

But once you get into contract, everything flips. At that point, the seller really doesn’t have anything to do 
other than start preparing to move out, unless she finds a bunch of problems with her title report.  
Meanwhile, you’re going to be slogging through all your mortgage paperwork, choosing your insurance 
coverage, and along with your agent coordinating a whole team of people who will have to work hard to get 
you to the closing table.

This is when you’ll start interacting regularly and more intensely with your whole “team” of real estate 
professionals: your home inspector, attorney, mortgage loan officer, title representative, insurance 
salesperson, and everyone else charged with helping you put your transaction together.  

Indeed, the biggest challenge you’ll face during the transactional process is keeping all your balls aloft in the 
air.  You’ll have a lot to do personally, and you and your agent will have her hands full coordinating the rest of 
the team to ensure that you’re moving closer to the closing table.  

Here is a basic overview of the steps of the transactional process, more or less in the order in which 
everything happens:  

1.  Complete Inspection.
Once you have an accepted offer, you will hire a licensed inspection engineer go through the house to do an 
inspection, checking all mechanical systems such as the foundation, the roof, the electrical system, the 
air-conditioning and heating, etc.  This inspection is usually completed within a few days of the offer being 
made, and you’ll review it with your agent before contracts are ordered so that issues can be resolved with 
the seller before any final commitments are made. In New York, the inspection gets completed before 
contracts are signed; in New Jersey, the inspection is done afterwards subject to a contingency in the signed 
contract.  
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2.  Sign Contracts.  
In downstate New York, a seller’s attorney will prepare a contract and send it to the buyer’s attorney.  These 
are usually fairly standard form contracts that the attorneys are used to working with.  The seller’s attorney 
sends the contract, and your attorney reviews it and sends back comments or revisions, or even a “rider” 
adding terms to protect you. The attorneys then negotiate the legal terms, which are usually fairly 
straightforward.  The only complications come from unusual situations: where sellers want to keep certain 
fixtures that would normally be sold with the house, setting out projected closing dates, etc.  Contracts are 
usually finalized within two weeks of the accepted offer.

In New Jersey, the buyer agent will have you sign an actual Purchase Agreement when you make an offer.  
Don’t worry, the agreement is subject to attorney review, so you’re not legally bound to your offer.  But that 
offer will become the basis of your deal, because the seller will at some point sign that offer (or an adjusted 
one after negotiation), and you’ll be in contract.  

3.  Get your Mortgage.  
Once you’ve reached offer-and acceptance, you’re going to start working in earnest on your mortgage 
application. This can be a very difficult, time-consuming, and burdensome process, particularly these days 
where banks are ultra-careful about extending financing.  You will need to gather a tremendous amount of 
documentation and submit it to the lender, who will then have to review it to determine whether it meets 
underwriting guidelines.  This is usually the lengthiest part of the transactional process, because it takes time 
to coordinate the back-and-forth of documents with your lender. It might take several weeks or even months 
to go from application to “clear to close” from the lender. 

4.  Get Title insurance. 
Once the contract is done, your attorney (or you) will order a title search from your abstract company to check 
for clear title, building violations, and identify the correct taxes. Once the report is done, your attorney will 
examine it to determine whether there are issues that have to be resolved by the seller.  If all the problems 
are cleared, the abstract company will issue “title insurance” to protect you against claims against your 
ownership of the property.  Title reports are usually issued within two or three weeks of ordering, so they 
usually come a few weeks after contracts are completed.  If there are problems on the title, those could take 
weeks or months to resolve.  

5.  Get Home Insurance. 
At some point during this process, you’re going to need to order property and casualty insurance on your 
new home.  Many buyers forget to do this, but your lender will require home insurance before finalizing your 
loan at the closing, because the lender wants to make sure that its loan to you is protected if, say, the house 
burns down while everyone is at the closing.  It doesn’t take long to secure home insurance, usually a few 
calls to your insurance agent and filling out some forms, and it’s usually done in a matter of hours. 

6.  Go to the Closing.  
Once everything has come together – the mortgage is clear to close, the title report has been cleared of any 
problems, and the home insurance policy is all prepared --  the attorneys will schedule a closing.  If 
everything is ready to go, the only problem with scheduling the closing is finding a date when everyone is 
available: you, your attorney, the seller, the seller’s attorney, a bank attorney, a closer for the title company, 
and anyone else who is needed at the closing.  
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In theory, going from contract to closing should take about a month.  

In practice, it usually takes about two months.

In your eyes, it will take forever. 

What takes so long?  Well, even if everything goes perfectly, it still takes time for your lender to process your 
mortgage application, and time for your title company to complete its searches. And it will take a lot longer if 
your lender has major issues with your loan application, or you find problems in the title search.  

Every transaction is different.  Some move smoothly from accepted offer to closing, with all the moving parts 
of the deal working together beautifully: the contract gets done quickly, your mortgage sails through, the title 
report doesn’t turn up any problems, and you’re ready to lose in a matter of weeks.  Everyone loves doing 
these types of “clean” deals. 

Other transactions take a different path to closing. The attorneys spend weeks haggling over contractual 
details.  Your mortgage gets bogged down in underwriting, with constant requests for new and updated 
documentation.  The title or municipal report turns up a problem that takes weeks for the seller to clear.  
These are the problem deals, the ones that keep real estate agents up at night and make both buyers and 
sellers crazy, with everyone wondering “is this deal ever going to close?”

There’s no way to ensure that you’ll have one of those easy, clean transactions.  Anything can happen during 
a deal, and many of the problems that clog up the works are unforeseeable and unpreventable even by the 
savviest of buyers and ablest of real estate professionals.  But we would suggest a few things that you could 
do to at least improve your chances of a clean deal:

1.  Only hire local professionals for your legal, mortgage, title, and insurance needs. 
You should always hire experienced, local professionals to be part of your “transactional team.”  Local real 
estate attorneys are familiar with the standard form contracts used for transactions in your area.  They know 
whom to call at the county clerks office to clear up problems in your title.  They are likely to already have a 
working relationship with the local attorney on the other side of the deal, if the seller has also hired local 
talent, which can dramatically accelerate the formation of the contract and the resolution of any disputes that 
crop up afterward.  Lawyers who work outside the area, or who don’t normally do real estate, will invariably 
cause delays in your deal.

Similarly, don’t hire a lender who is from outside the area, or one who promoted some ridiculously low rate 
online, just because you think you’re going to save a few dollars. You’re not.  Mortgage rates are not locked 
until very late in your transactional process, so those promises are easily (and legally) rescinded once it’s too 
late for you to make a change – or when a change is going to push your closing back for weeks or months!    
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That’s why you should hire someone local, and experienced, and trustworthy to handle you loan.  We 
recommend, of course, the professionals at our affiliate Hudson United Mortgage, because we believe that 
you can trust a mortgage loan officer who is under our supervision, and is accountable to us for the client 
service experience you’re going to have.  But whatever you do, hire a local mortgage loan officer, and use a 
reputable lender.  

Ultimately, the choice is up to you.  But it’s been our experience that when we have a real problem deal, and 
we investigate the source of the delays, we invariably find that the trouble was created by an inexperienced 
or out-of-market transactional professional.  Be careful about who you put on your team.

2. Be engaged, proactive, and responsive.  
You’ll have an easier home buying experience if you are engaged throughout the process. You have a real 
estate agent who will be working hard coordinating all the moving parts of the deal, but at this stage of the 
process, you’re the only one who can do some of the work that needs to be done.

At this point in the process, an engaged, proactive, and responsive buyer (or seller) can really move a deal 
forward, particularly when you’re working with a strong transactional team.  This way, even if problems crop 
up, you’re in a good position to try to resolve them quickly and avoid unnecessary delays in your closing.

3. Keep everything organized. 
 A real estate transaction generates enough paper to wipe out a forest full of trees, enough phone calls to 
burn through your phone’s battery, and more emails than Nigerian princes needing a loan.  You have a lot of 
stuff to keep track of, so try to keep it all organized.  Here are some tips for keeping your transaction in order:

Be engaged. As always, you need to be engaged in the process. Don’t sit back and assume that all the 
players on your transactional team are going to get the job done.  You’ll feel much better about the 
process, and far more in control, if you stay active, involved, and in touch with what’s happening with 
your deal. 

Be proactive. Try to prepare in advance, and anticipate what you’re going to need to do throughout the 
process. Basically, ask all your transaction professionals this question, “what might come up that would 
slow this transaction down, and how can I prepare for it?” 

Be responsive. The most common source of transactional delays come from the mortgage end, which 
often results from buyers who are not immediately responsive to follow-up document requests from their 
lender’s underwriter. If you want your deal to move quickly, then immediately respond when you get 
requests for information from your lender, your attorney, or any of the other professionals involved in 
your deal. 

·

·

·

Keep a transaction folder for all your documents. Keep all your deal documents together: all your 
mortgage forms and follow-up documentation, your real estate contract, and anything else that you get 
relating to the transaction in both a paper folder and an online folder.  

Create a separate email folder. Create folders where you can dump any email that relates to your 
transaction, or even “smart folders” that will divert all incoming email from particular senders (like your 
agent, your attorney, your loan processor, etc.)  into the folder.  That’s a great way to keep all your deal 
email segregated, so that you don’t have to hunt through your overflowing general inbox to find 
important transactional information. 

Keep a transactional project plan. As you have probably figured out by now, we’re big on project plans, 
which are the cornerstone of the Client-Oriented Real Estate (“CORE”) philosophy that we follow at 
Howard Hanna | Rand Realty. Project plans are really just collections of checklists  of “to do” items that 

·

·

·
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we codify in order to ensure an attention to detail and consistency of execution.  You can do the same 
thing for your deal.  Keep a master “to do” list of everything that has to be done for your transaction, not 
just by you but by everyone on your transactional team.  That will help you focus on what needs to get 
done, and give you a better chance of actually doing it in a timely fashion.

Staying organized is not only great for helping you get things done, but it also makes you feel more in control 
of the whole process, which will make you feel better.  The happiest clients we have are the ones who feel like 
they know what’s going on, and are in control of their own deal. 

4. Take a deep breath and relax.  
No matter how engaged you are, regardless of how great all the members of your transactional team are, 
you’re almost certainly going to hit a snag in your deal.  Real estate transactions are tricky things, with a lot of 
moving parts, and delays can come from anywhere.  The key is to be as prepared as possible for the problem, 
so that the delay is minimal.  And no matter what happens, try not to get too stressed out.   
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9 PROBLEMS THAT CAN DELAY YOUR CLOSING, 
AND HOW TO RESOLVE THEM

The attorneys cannot resolve 
a contractual dispute.

Your inspection turns up a 
costly mechanical, structural, 
or maintenance problem in 
the home.

Your lender turns down your 
application for a mortgage.

Your lender’s underwriter 
requires you provide 
additional paperwork to 
satisfy conditions necessary 
to get you an unconditional 
mortgage commitment.

The title report shows that 
the seller has open liens on 
the property other than the 
normal mortgage liens. 

Continue to negotiate the issue, and hope 
that you can come to a compromise. If 
not, you’ll have to walk away from the 
deal.

If the problem is serious enough, you can 
still walk away from the deal. Otherwise, 
you can either renegotiate the price or 
demand that the seller fix the problem 
prior to closing.

If you have a mortgage contingency in 
your contract, you can claim it to 
terminate the deal.  But if you still want to 
go forward, you’ll have to either revise 
your application or look for another 
lender.  This will take a lot of time, and 
seriously delay your closing. 

If you want to keep mortgage conditions 
from delaying your closing, you’ll need to 
be immediately responsive to these 
requests from the lender.  The longer you 
take, the more you will delay your closing. 

It’s really up to the seller to resolve open 
liens, but it can take time for the seller and 
seller’s attorney to remove those liens and 
clear the title so that you can move to 
closing.
 

1. Contractual Dispute

2.  Inspection Problem 

3.  Mortgage Denial

4.  Mortgage Conditions

5.  Open Liens

PROBLEM    DESCRIPTION              RESOLUTION
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The title report shows that 
the property taxes are 
higher than you expected.

The title report reveals that 
the sellers will be selling the 
property for less than they 
owe on their mortgage 
loans.

The abstract company’s 
municipal report shows 
violation issues.

You don’t have home 
insurance set up in time for 
the closing.

If the difference is marginal, you’ll 
probably do nothing.  But if the difference 
is substantial, you can try to renegotiate 
the deal to require the seller to subsidize 
part of the difference.  This should not 
significantly delay your deal. 

Again, resolving this issue is really up to 
the seller, who needs to make an 
application to the bank to get approval 
for the short sale.  That process can take 
time, so it will definitely delay your 
closing.  

The seller will have the obligation to clear 
up those issues before closing, but 
resolving these types of problems can 
take time.  

Getting insurance coverage for your new 
home takes just a few hours, so this is 
unlikely to delay your closing.  But it’s a 
good idea to get that insurance set up in 
advance so you’re not rushing at the last 
minute.  

6.  Incorrect Taxes

7.  Undisclosed 
     Short Sale

8.  Municipal Violations

9. Home Insurance 
    delays

PROBLEM    DESCRIPTION              RESOLUTION
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4 TIPS  
FOR RESOLVING INSPECTION ISSUES

After you have an accepted offer, you should absolutely require a home inspection before signing contracts.  
In other parts of the country, the home inspection takes place after contracts are signed, and the contracts 
contain a contingency allowing for cancelation if the report finds serious problems. In our area, though, the 
buyers do inspections before they commit to purchasing the home. 

Very few deals actually fall apart from inspections, even though virtually every inspection report identifies at 
least some problems in the home. Some of the common problematic issues that home inspectors come 
across involve:

Here’s the first thing you should remember when you get your inspection report: don’t panic!  Home 
inspectors always find something wrong with the home. That doesn’t mean that there’s anything really 
seriously wrong. It’s just like how doctors rarely advise patients to get full body scans – because the scans 
always show some sort of abnormality that isn’t dangerous, but will make the patient crazy with worry.  
Basically, an engineering report is a “CYA” document designed to protect the inspector from claims that he 
missed something, and also to prove that they actually did the inspection! So you’re going to get a report 
that sounds scary but contains the kind of “defects” found in virtually every home. 

That said, if the inspection does turn up something serious enough to require remediation, you’ll need to go 
over that report in detail with your inspector, your agent, and your attorney, and decide how you want to 
handle the results. Your options at that point are as follows:

roof damage caused by old or damaged tiles or improper flashing;

undersized electrical wiring involving insufficient electrical service, aluminum wiring, improper 
grounding, and dangerous conditions, usually resulting from inadequate “do-it-yourself” electrical 
maintenance;

surface grading and drainage, which can lead to cracked slabs and water leakage into a basement;

heating systems that are in need of replacement or repair;

plumbing problems caused by faulty fixtures and waste lines, improperly mounted hot water heaters, or 
degrading piping materials;

lack of insulation from poor caulking of windows that causes water and air penetration; and

mold and mildew in wet areas of the home.

·

·

·

·

·

·

·
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1.  Walk away. 
If the problems are serious enough to undermine the value of the home, then you probably don’t want to go 
forward with the deal.  That’s fine.  So long as you’re not yet in contract, you’re not bound or committed to 
purchase the home. Remember, though, that you will be out-of-pocket for your engineering inspection fee, 
because sellers have no obligation to compensate you for your costs.  

2.  Renegotiate the deal.  
If the problems are serious enough to affect the value of the home, but not so serious that you want to walk 
away, you still might want to reduce your offer in light of what you’ve found.  In some cases, the problem 
might be something you can live with (like a leaky hot water heater), but which nevertheless reduces the 
value of the property compared to what you initially offered before you knew about the issue. In other cases, 
the problem might need to be fixed, but you’d rather get the work done yourself – at which point you’re 
going to want to deduct the projected costs of the repairs from the offer that you made.  Either way, your 
original offer was made on the assumption that the home didn’t have any inspection problems, so you are 
entitled to adjust that offer to reflect what you now know.  And, again, at this point in the transaction you are 
not bound to buy the home, so you’re free to negotiate the price.

3.  Request remediation.    
Rather than reduce your offer, you can request that the sellers fix the problem at their own cost.  The 
advantages of making the seller fix the problem, rather than reducing your price and doing it yourself, are 
that (1) you don’t run the risk of underestimating the cost of repairs when you do them after the closing, and 
(2) the cost of those repairs gets rolled into the purchase price, so you can finance it rather than pay it 
out-of-pocket.

But there are also disadvantages to asking the seller to do the work.  Specifically, you run the risk that the 
seller will do a superficial, patchwork job that does not actually fix the problem.  We’ve been involved in a 
number of transactions where the buyer discovered after the closing that the sellers hired a “lowest-bid” 
contractor to do the work, saving money because they didn’t really care if the work was done well – after all, 
they only needed the remedy the problem until the closing.  Generally, once you buy the home, it’s yours, 
and unless the sellers commit actual fraud in doing the work you don’t have recourse against them after the 
closing.  

Thus, if you are going to have the seller do the work, we would strongly recommend that you get a 
contractual right to review the bid, the estimate, and the work before closing to ensure that it meets with your 
satisfaction.  If the problems are serious enough, you’ll need to discuss securing those contractual provisions 
with your attorney.  

4.  Work through your agent and attorney.,
Finally, don’t negotiate inspection issues on your own. Sellers and buyers have a tendency to get a little 
emotional about inspection issues: sellers get insulted that the buyer is complaining about a “defect” that the 
seller has lived with for 10 years, and buyers get nervous and anxious about buying what they think is a 
“money pit.”  Your agents and lawyers have seen these issues dozens or hundreds of times. Let them work it 
out.  They’ll figure it out, and even better will make sure the resolution is in writing so there’s “no backsies.”  
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6 COMMON BUYER MISPERCEPTIONS 
ABOUT YOUR REAL ESTATE CONTRACT

Once you have an accepted offer on your home, the next step is getting into contract.  In New Jersey, buyer 
agents commonly write out an offer on a standard sales contract, which is then signed by the seller and 
usually sent to attorneys for a review.  Generally, the lawyers will extend the attorney review time and 
supplement the standard contract with addenda and riders.

In New York, though, the agents usually memorialize the offer-and-acceptance in a non-binding memo, which 
they send to the seller’s attorney to use as the basis for a contract.  The contract is usually a form agreement, 
customized with the deal terms.  The seller’s attorney will then send the contract for review by the buyer 
attorney, who might suggest changes and add her own rider with additional terms and protections. Usually, 
the legal terms are fairly standard and agreeable, since most experienced real estate attorneys are repeat 
players who have a general understanding about what terms are “fair” to both sides. 

The contractual process is pretty standard, and even the terms are usually fairly consistent, but some buyers 
still have a couple of misconceptions about contracts that can cause problems in the transaction.  Here are 
some of those misconceptions.

1.  “Once I have an accepted offer, I’m in contract.”
The most important thing you need to know is that you’re not formally “in contract” until you and your buyer 
have signed an actual contract of sale.  Too many buyers think that they’re “locked” once they have an 
accepted offer, or when a memo of understanding is written, or when contracts are being negotiated.  
They’re not.  Nothing is firm until you have signed, binding contracts.  Up through that point, either side can 
back away without any penalty at all.  So if you’re worried about the other side backing away, stay on your 
attorney to get the contract finalized as quickly as possible.  

2.  “I don’t need an attorney.”
You might wonder why you need an attorney at all, particularly if you are moving to the area from one of the 
states that do not require attorneys in the real estate transactional process.  We get it. In most states, 
transactions are handled by agents along with “escrow” professionals who run the whole show by themselves.  

But you need attorneys in our area, simply because our system is not set up for “escrow closings.”  For one 
thing, we don’t have the same strict uniform standards for real estate contracts that they have in escrow 
states, so you need an attorney to make sure you have adequate protections in your contract.  And for 
another, your seller will almost certainly have an attorney, and you don’t want to do a deal where you’re at 
that kind of informational disadvantage.  

3.  “I can hire my buddy/cousin/friend/etc.”
Yeah, we get it – you have a buddy or a second cousin who is an attorney and is willing to represent you for 
free. Don’t do it.  Get someone who is (1) an experienced (2) real estate expert (3) from the local area.  
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Although any licensed attorney is legally competent to assist you in the purchasing a home, we have seen 
time and again attorneys who are not experienced at real estate undermine a buyer’s transaction or cost the 
seller money at the closing table. To give you an idea, one of the owners of Howard Hanna | Rand Realty is an 
attorney and real estate broker, but he always hires experienced real estate transactional attorneys to handle 
his own real estate closings because he defers to the expertise of lawyers who do that for a living.  So get an 
attorney recommendation from your agent, who knows the best attorneys in the area. Frankly, you’re letting 
your second cousin off the hook – they don’t want to work for free, anyway.

4.  “I’m locked in for my closing date.” 
Closing dates in standard real estate contracts are aspirational. They’re not hard and fast deadlines. If the 
contract states that the closing is to take place “on or about” September 1, all that means is that the parties 
are aiming in good faith for a closing on that date.  The closing date itself will be set by the attorneys on a 
mutually convenient date once the title report is generated and the bank has made a mortgage commitment 
to fund the loan for the buyer. 

So what happens if one side is ready to close on September 1, and the other side is not?  Usually, nothing. If 
the parties are working in good faith for a closing, usually the attorneys will simply set a new date for the 
closing, which will also be aspirational. But if, say, you are ready to close and the seller is not, and you and 
your attorney suspect the seller may be acting in bad faith to delay, your attorney can issue a demand for a 
closing within 30 days of the letter.  If the seller does not close within the 30 days, it can give you ground to 
terminate the contract.  Usually, that’s not necessary.

Occasionally, contracts of sale will have what’s called a “time of the essence” provision that requires both 
sides to be ready to close as of the date in the contract. In that case, failure to be ready to close could render 
the unprepared party in default. A “time of the essence” clause is very rare in residential transactions, simply 
because both sides living up to a hard and fast promise to close on a particular date.

5.  “Once I’m in contract, I’m done!”
Sales contracts often have contingencies that can allow one side or the other to void the contract without any 
repercussions.  You may think that the deal is final, but a contingency in the contract, if properly exercised, 
can undo the deal.  The most common contingency, of course, is the mortgage contingency, which buyers 
getting financing usually demand to protect themselves against the possibility of losing their down payment 
if they are unable to get financing.

Other types of contingencies include “sale” contingencies in which a buyer retains the right to terminate the 
contract without repercussions if the buyer is unable to sell the buyer’s own home, or contingencies that give 
the seller an out if they can’t find a new home. These types of contingencies are rare, because most attorneys 
disfavor open-ended rights like that.  Again, this is something you should discuss with your attorney.

6.  “I get to keep everything attached to the house without a problem.”
It is very important that you discuss fixtures with your attorney. Fixtures are pieces of personal property that 
are attached to the real estate property, such as light fixtures, appliances, window treatments, and the like. 
Generally speaking, you have the right to acquire all fixtures upon purchase of the property.  You don’t have 
the right to any personal property (i.e., the seller’s clothes, books, pictures hanging on a wall, etc.), but you do 
have the right to anything semi-permanently attached to the real estate.  

Problems with fixtures come up more often than you would think, often involving very expensive light fixtures 
that the seller never intended to include in the deal, but which were not specifically excluded in the sales 
contract (hence, again, the need for an experienced real estate practitioner). 

Generally, a seller who wishes to keep any of the fixtures in the home will make that clear in the listing, which 
puts you on notice that certain items are not included in the sale.  Sometimes, the sellers or the sellers’ agent
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forgets to exclude those items in the MLS listing, but they exclude them in the contract of sale.  At that point, 
if the contract is not yet signed, you do not have any legal rights to those fixtures, so you need to decide 
whether you want to bargain for them or demand that they be included in the price you offered on the 
assumption that they were included.  If the seller does not discover the error, though, until after contracts are 
fully signed, you have the legal right to them and any removal would entitle you to an offset of the price.

Most importantly, if there are any fixtures that you particularly desire in the home, or furnishings that you think 
might be fixtures and want to make sure they are included, you should tell your agent when you make the 
offer.  Don’t leave those issues up for chance if you can avoid it. You’ll just end up in a fight at the closing.  
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5 CRUCIAL CHOICES YOU NEED TO MAKE  
ABOUT YOUR MORTGAGE PRODUCT

Getting your loan is going to be the hardest part of your entire home purchase  For one things, it involves an 
extraordinarily exacting examination of your entire financial profile, requiring you to produce reams of 
information for your lender.  But even more crucially, it forces you to make a series of very difficult and 
complex decisions about the kind of loan you want.

To help you through that process, we’re going to break down the five main choices you need to make in 
structuring your loan:

We will go through each of these choices in turn.

1.  Should I get a Conforming, Non-Conforming, Jumbo, FHA, or VA Loan Product? 
Most people have a basic misunderstanding about the lending industry.  Specifically, they usually believe that 
loans come from banks, which take in money from deposits, pay a small bit of interest to the depositors, and 
then loan that money out to borrowers for a slightly higher rate of interest.  Like in the old movie It’s a 
Wonderful Life, where Jimmy Stewart explains to a customer trying to close his account that the “old Building 
and Loan” doesn’t actually have his money on deposit: “You’re thinking of this place all wrong.  As if I had the 
money back in the safe.  The money’s not here.  Your money’s in Joe’s house…right next to yours.”  

It’s a lovely thought, and at one point in our history it was actually true, but it’s no longer how the system 
really works. As many of us discovered during the financial crisis of 2008, most lenders don’t actually hold 
onto mortgages once they make the loans to borrowers.  Rather, they take those loans and sell them to 
investors, who pay the lender a premium for the right to collect the interest payments on those loans for the 
remainder of their term. Those investors make up what’s called the “secondary market,” which provides the 
demand for mortgage loans throughout the industry.  Regardless of where you get your financing – whether 
it’s a nationally charted bank or a local mortgage broker -- your loan will probably end up being owned by 
one of the investors on this secondary market.  

The most important secondary market investors are the government-sponsored entities known as “Fannie 
Mae” and “Freddie Mac,” which ultimately buy most of the home loans made in this country.  These agencies

1.  Should I get a conforming, non-conforming, jumbo, FHA, or VA loan product?
2.  Should I get a 15- or 30-Year Loan?
3.  Should I get a Fixed-Rate or Adjustable-Rate Loan?
4.  How much of a down payment should I make?
5.  Should I pay for discount points?
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are designed to promote liquidity in the market by creating sufficient demand for home loans, thereby 
incentivizing lenders to give mortgages.  They also set certain guidelines for the loans that they will accept, 
which have ultimately shaped how the mortgage industry fashions its underwriting standards – the banks 
want to be able to sell their loans to Fannie and Freddie, so they adhere to the guidelines in setting their own 
internal standards.

Most importantly, Fannie and Freddie are restricted in the size of the loans that they can purchase, which has 
created the general categories of loans known as conforming, conforming-plus, and jumbo:

Conforming.  Conforming loans are those that follow agency guidelines and are made below the loan limit, 
which is currently set at $417,000 for single-family homes. Because conforming loans are “backed” by Fannie 
and Freddie, the secondary market demand is high, and they generally carry the lowest available interest 
rate.  Conforming loans are also sometimes called “agency loans” or “conventional loans.”  

Conforming-Plus.  In 2007, in response to some weakness in the secondary market, the government raised 
the conforming loan limit in certain high priced areas, including many of the markets in the New York City 
area.  This “conforming-plus” loan limit is now set as high as $625,500, depending on the location.  Loans 
made between the conforming loan limit and the higher conforming-plus limit are known as 
“conforming-plus loans,” and might also be called “conforming jumbo,” “agency jumbo”, or 
“conventional-plus” loans.  Even though conforming-plus loans are backed by Fannie and Freddie, they 
generally carry slightly higher interest rates than what is available for traditional conforming loans below the 
$417,000 limit.

Jumbo.  Loans above the conforming loan limit, or even the conforming-plus limit in higher-priced markets, 
are called “jumbo” loans, and they are generally available only at higher interest rates. Because Fannie and 
Freddie don’t purchase loans above the conforming loan limit, the secondary market for those “jumbo” loans 
is much smaller, which reduces demand for those loans.  And since demand is lower, investors on the 
secondary market require a higher rate of return to purchase those loans.  Accordingly, borrowers getting a 
non-conforming or jumbo loan generally have to pay higher interest rates than if they were getting a 
conforming or conforming-plus loan.

FHA Loans.  In addition to the conventional financing options described above, borrowers can also take 
advantage of an increasingly popular product offered by the Federal Housing Administration (“FHA”). FHA 
loans are directly insured by the federal government, which reassures lenders that they will be made whole 
even in the event that the borrower defaults on the loan.  Accordingly, the loans, while slightly more 
expensive than conventional financing, are available to a wider pool of buyers, and are often appealing 
options for first-time home-buyers, borrowers with weak credit histories, or people with a relatively small 
down payment.  

For these types of borrowers, the FHA loan can have some distinct advantages:

All this flexibility, though, comes at a price.  FHA loan interest rates are generally a little higher than for 
conventional financing, so your loan will be a little more expensive.  More significantly, the government

Lower down payments.  Conventional loans require at least a 5% down payment, and usually demand 
significantly more than that, but FHA loans are available with as little as 3.5% down. 

Broader qualifying guidelines.  The FHA qualification guidelines are a bit more flexible than the 
standards required by Fannie and Freddie, so some borrowers who would not qualify for conventional 
financing (i.e., because of their income-to-debt ratio) can obtain FHA loans. 

More forgiving credit requirements.  FHA loans also have more flexible credit standards, allowing 
borrowers with weaker credit to still qualify for a loan. 

·

·

·
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insurance that makes these loans possible comes at a fairly high cost.  Borrowers getting an FHA loan have to 
pay a “mortgage insurance premium (MIP)” upfront when they get the loan, and then in their monthly 
payments for at least several years.  

And the MIP is not cheap.  The upfront MIP can be as high as 1.75% of the value of the loan, although it does 
not have to get paid when you take out the loan – it gets added to the loan balance.  Additionally, you’ll need 
to pay a monthly insurance fee along with your regular mortgage payment, which can be as high as 1.25% of 
your loan amount.  You’ll generally pay that MIP until enough time has passed and you have built up sufficient 
equity in your home.

Accordingly, most people who qualify for conventional financing, or who can afford a relatively high down 
payment, will opt to get a conforming, conforming-plus, or jumbo loan.  Generally, the extra cost of the MIP, 
and the higher interest rate, makes the FHA a less appealing choice if you have the option.  But if you can’t 
qualify for conventional financing, or you only have enough for that 3.5% down payment, an FHA loan can 
make the difference between renting and buying. 

VA Loans.  Finally, if you are a veteran of the armed forces, you might also qualify for a VA loan, which is a 
variation of the FHA loan that eliminates some of the more costly requirements like the MIP.  The VA loan is a 
terrific program, so be sure to ask your Hudson United loan officer if you think you might qualify. 

2.  Should I get a 15- or a 30-Year Loan?
One of the most important decisions you’ll make is the term of your loan – whether you want to set the 
amortization schedule for 15 or for 30 years, which are the two standard terms offered by most lenders.  The 
choice of loan term is really an intensely personal decision, depending on your short-term cash flow needs 
and your long-term plans.  But to give you a general sense of your options, we’ll review the major differences 
between the 15- and 30-year loan, and some of their relative advantages and disadvantages.  

Here are some of the advantages of the 15-year loan:

So the 15-year note will generally confer a lower interest rate, help you build equity more quickly, and lower 
the overall cost of the loan.  But the 30-year mortgage also has certain advantages:

Lower interest rate.  15-year mortgages generally carry a lower interest rate than a comparable 30-year 
mortgage, because lenders are willing to take a reduced return over the shorter amortization period.  
The difference is generally about a half-point.  

Faster Principal Repayment.  Because you’re paying the loan off over a shorter period of time, you will 
pay back your principal and build equity more quickly.  For example, over the first five years of a 
$100,000 loan with a 4% interest rate, you’ll pay back about 27% of your principal on a 15-year loan, and 
only about 10% of your principal on a 30-year loan.  

Lower Overall Cost.  The 15-year mortgage will have a lower overall cost for the life of the loan, because 
you will be paying interest for a shorter period of time.  For instance, for a $100,000 loan at 4.0%, a 
borrower with a 15-year amortization will pay out about $133,000 over the life of the loan, while the 
30-year borrower will end up paying over $170,000 over the longer period.  Now, very few people ever 
keep the same loan for a 15- or 30-year period and end up paying it to the very end, but even just 
through the life of the loan, the 15-year will cost you less.   

·

·

·

Lower Monthly Payments.  The monthly payments for a 30-year mortgage are going to be lower, 
because the loan has to amortize over a longer period of time.  The payments are lower even if the 
30-year loan is at a higher interest rate.  For example, on a $100,000 loan, the payment for a 30-year loan 
at 4.0% is $477/month, compared to a $715/month payment for a 15-year loan at 3.5%.

·
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As you can see, the 15- and 30-year mortgage terms both have benefits and drawbacks.  Again, the choice is 
really up to you, based on your own situation: your own risk preferences, your long-term goals, and your 
short-term cash-flow needs.  

3.  Should I get a Fixed or Adjustable-Rate Mortgage?
Another decision you’ll be making with regard to your mortgage is whether to get a fixed- or adjustable-rate 
loan.  Very simply, a fixed-rate loan is one in which the interest rate is guaranteed to remain the same for the 
life of the loan.  You take out the loan at 4.0% interest, and you’ll pay that 4.0% interest rate for as long as you 
have the mortgage.

The advantages of the fixed-rate mortgage are obvious.  You get the certainty of knowing exactly what your 
mortgage payment will be as long as you own that home, and you completely eliminate any interest rate risk 
during the entire term of your loan.  From a financial perspective, a fixed-rate mortgage is also a nice hedge 
against inflation, which will make your locked-in payments look even more affordable over time.  And having 
a fixed interest rate is particularly attractive in a historically low-rate environment like the one we have been 
enjoying through 2013, especially with the anticipation that rates are likely to rise in the coming years. It’s 
certainly tempting to lock that rate in for 30 years and be done with it.  

Alternatively, many borrowers opt instead for an Adjustable-Rate Mortgage (ARM), where the rate can change 
over time.  An ARM is fixed for a certain period of time -- typically for one, three, five, or seven years – but can 
then rise according to the terms of your loan agreement, usually based on the movement of a particular 
benchmark index.  Adjustable-rate mortgages are significantly more complicated than fixed rate loans, with 
terms that can vary widely.  Some can adjust every year, others more infrequently.  Some can go up 
indefinitely, and others are capped for each change.  

The advantage of the ARM is simple: you will get a much lower interest rate than you could get for a 
fixed-rate product.  Lenders prefer adjustable -ate mortgages, because it reduces their own interest rate risk, 
and they’re willing to extend much lower rates for those initial terms.  The rate difference will depend on your 
fixed term -- a three-year ARM, for example, might carry a rate a full point lower than a fixed-rate loan. And 
because your rate will be lower, your payments will be lower. Indeed, in many cases, buyer who would not 
qualify for a fixed-rate loan can get a mortgage on an adjustable-rate basis. 

The disadvantage of the ARM, though, is obvious: you’re exposed to interest rate changes over the life of the 
loan.  If you’re not planning on living in that home for longer than the fixed-rate period, then an ARM can be a 
great way to lower your monthly payments and your overall cost of ownership.  But if you think that this might 
be the home for the long-term, you’re probably better off with a fixed-rate mortgage, particularly when you 
can take advantage of the historically low interest rates available right now.  After all, over time, you’ll find it 
enormously satisfying to have a really low interest rate on your home mortgage when everyone else is getting 
loans at two or three points higher than yours.  

Higher tax deduction.  For many borrowers, the faster principal repayment of the 15-year mortgage is 
actually a negative, because a greater proportion of every mortgage payment will be principal rather 
than interest.  Because the home mortgage deduction only applies to the interest on the mortgage, not 
the principal repayment, the 30-year note provides a larger tax benefit.  Indeed, for the first few years of 
a 30-year mortgage, the monthly payments consist almost entirely of tax-deductible interest.  

More flexibility.  Some borrowers like the flexibility of the 30-year amortization schedule, because it 
keeps their monthly obligations lower while still allowing them to make “extra” payments against the 
principal of the loan.  Some financial advisers say that getting a 30-year amortization, but making one 
extra payment against principal every year when possible, provides better long-term benefits than the 
15-year note.  

·

·
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4.  How Much of a Down Payment Should I make?
All loan types require borrowers to invest some of their own money in the home in the form of a down 
payment.  Banks like to know that you have some “skin in the game,” and that you won’t walk away from your 
loan obligation without giving up some of your investment.  Moreover, the down payment allows the bank to 
loan you less than the full value of the home, which provides a buffer for the bank’s collateral and some 
protection against a decline in the market.  

Generally speaking, the ideal down payment amount is 20% of the purchase price.  If you can pay 20% down, 
you’ll probably get the best rate and terms available for that mortgage product.  But you still have options 
even if you can’t afford that 20%.  FHA loans require as little as 3.5% down, and conforming loans are 
available with as little as a 5%.  It’s only really the jumbo loans that absolutely require at least 20% down.  

If you do put less down, though, you’re going to absorb some added costs in your loan.  First, you’ll have to 
pay a higher interest rate.  Low down payment loans come at a rate premium. If you put down 20%, you get 
the best rate.  If you put down less, your rate goes up.   Second, you’ll need stronger qualification for the loan: 
the less you put down, the more qualified you have to be.  Banks really do like to see that 20% down as a 
standard buffer for protecting their collateral, and they will demand a stronger financial profile to issue the 
loan.  

Third, and most importantly, if you put less than 20% down, you’ll have to pay for private mortgage insurance 
(or PMI).  PMI is similar to the MIP insurance collected by the government for FHA loans – it’s insurance 
designed to protect the bank in the event of a default.  Unlike the FHA loan, though, there’s no upfront 
payment added to the value of the loan.  Rather, the “PMI Factor” is simply added to your monthly payment.  
Generally, PMI costs run to about .5% to 1.0% of the value of the loan, calculated for the year and then paid 
monthly.  So if you take out a $360,000 loan and have a 1.0% PMI Factor, you’ll pay $3,600 a year, broken out 
into an additional $300 added to each month’s payment.  That money does not go to pay your interest or 
principal – it’s simply an insurance payment requirement by the bank to protect against the possibility you 
might default on your loan.  That’s why it’s so much better to pull together a full 20% down payment, because 
you avoid making insurance payments that don’t help build equity.  

5.  Should I Pay for the Discount Points?
Finally, the last major loan feature that you need to understand is the concept of “discount points.”  You’ve 
probably seen mortgage advertisements offering a loan at, say, “4.0% with 1 point.”  What’s that point?  It’s 
basically pre-paid interest -- a fee equal to 1% of the loan amount designed to reduce the rate that you will 
pay over the life of the loan.  So if you’re taking out a loan for $400,000 at a particular interest rate with one 
point, that one point will cost you $4,000 (1% of the loan amount).  And if you’re paying two points, you’ll pay 
$8,000 (2% of the loan amount), and so on.  Because those points are prepaid interest on the loan, they’re 
immediately deductible on your federal income tax.

Why would a borrower want to pay these discount points? Because they want to lower their interest rate over 
the life of the loan, especially in situations where they plan on staying in the home for a long time.  A point 
might save you as much as .25% on the interest rate, which might be to your advantage if you want to get 
some immediate tax savings and lock in a lower rate for the long term.  On the other hand, if you’re trying to 
keep your closing costs low, or if you don’t think you’re going to be staying in your home for a particularly 
long period, you’re probably better off with a zero-point loan product that carries a slightly higher interest 
rate.  

We should distinguish prepaid points from the other origination fees that you’ll pay when applying for your 
loan.  Lenders might charge you other fees when you take out the loan, but those are generally not tax 
deductible and do not impact your interest rate – they’re just fees associated with the services provided by 
the lender.  
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Conclusion
That was a lot of information, so you might need to re-read this a few times to figure it all out.  But remember 
that your Hudson United loan officer or Rand agent can always take you through it step-by-step.  
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4 THINGS YOU NEED TO KNOW 
ABOUT YOUR INTEREST RATE RISK

Synopsis:
Nothing will impact your purchasing power more than the prevailing interest rate.  That’s why it’s so important 
for you to understand how rates can change your price range, and what you can do to change the interest 
rate you’ll be able to get for your loan.  Simply put, if rates go up, your monthly payment goes up, and your 
buying power goes down.   

1.  You have interest rate risk until you file a loan application.
It’s crucial for you to understand how you are exposed to interest rate risk while you are on the market.  When 
you first sit down with your loan officer, you will get qualified for a certain loan amount based on your 
financial profile (income, debt, assets, credit) and on the prevailing rate environment.  That is, you’ll be 
qualified based on where rates are at that very moment.  

But that quoted rate has absolutely NOTHING to do with the rate that you will actually be able to get when 
you apply for your loan. You don’t get to “lock in” that rate based on your first meeting with your loan officer, 
or your prequalification letter.  Rather, you will not be able to lock in a rate until you actually apply for a loan, 
which you cannot do until you are close to getting into contract on your new home.  

In other words, you will be exposed to interest rate changes during the entire time that you’re looking for a 
home.  And there’s really nothing you can do about it.  Indeed, any loan officer who quotes you a 
“guaranteed” rate during your home shopping process is almost certainly misleading you, because no 
reputable lender can lock in a rate prospectively before an application is filed.  That’s why you need to be so 
careful of those advertisements from lenders who quote you outrageously low rates – what they’re doing is 
seducing you into working with them based on that promised rate, only to pull a “bait and switch” after you 
actually file an application.  

When you file your loan application, you’ll be able to lock in your best prevailing rate for a period of time, and 
can often pay some additional fees to lock in that rate for longer if you feel you need more time.  That’s 
something you can discuss with your loan officer, but generally we do not advise clients to pay for an 
extended lock-in unless rates are extremely volatile and they are dependent on that particular rate to qualify 
for that loan.  

Ultimately, this is something you should discuss with your loan officer.  But just remember that you will be 
exposed to rate changes during the entire time you look for a home, and that an increase in rates could 
significantly impact your appropriate price range.

2.  Be aware of how changing rates can affect your buying power. 
We’ve prepared some tables to show the impact of rates on home affordability.  The first measures how 
changes in rates can impact your buying power – that is, given a particular monthly payment, how much an
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increase in rates can reduce the loan amount you can get for that payment.  The second measures reverses 
the calculation, showing how increases in rates will raise your monthly payment for a fixed loan amount.  

On Table 1, you can see how a change in the rate can impact your buying power.  For example, let’s say that 
your qualification calculation indicates that you can afford a monthly payment of about $3,000.  At a 
$3,000/month payment, you can afford to borrow up to $668,085 on a 30-year fixed-rate loan when the 
prevailing interest rate is 3.5% (you can do your own calculations on the loan calculators at 
hudsonunited.com).  But if rates rose to just 4.0%, your purchasing power for that $3,000 monthly payment 
would go down to $628,383, a reduction in about $60,000.  The rule of thumb is that for every half-point rise 
in interest rates, your buying power is reduced by about 5-6%.  That’s why we always caution buyers not to 
wait to purchase a home on the speculation that home prices might go down – because all it takes is a small 
increase in interest rates to wipe out the savings you would realize from a decline in the average sales price.  

Table 1: How rate increases affect your buying power:
(Based on rates and payments for a 30-year fixed rate mortgage)

Similarly, Table 2 takes the same analysis from the other direction, measuring the monthly payment you 
would have to make to borrow $100,000 or $500,000 at half-point increments in interest rates.  As you can 
see, the monthly payment required goes up significantly as rates rise – meaning that you’ll pay more for a 
home when rates rise, even if prices go down a little.  For example, to borrow $500,000 would cost you 
$2,245/month in mortgage payments at 3.5%, but $2,533 a month if rates rose a point to 4.5%.  That’s a 
difference of almost $90/month, or almost $1,100 a year.  Again, the rule of thumb is that for every half-point 
increase in interest rates, you’ll end up paying about 5-6% more in your monthly payment to borrow the same 
amount of money.  

3.0%

3.5%

4.0%

4.5%

5.0%

5.5%

6.0%

6.5%

7.0%

7.5%

 $237,189 

 $222,695 

 $209,461 

 $197,361 

 $186,282 

 $176,122 

 $166,792 

 $158,211 

 $150,308 

 $143,018 

 $711,567 

 $668,085 

 $628,383 

 $592,083 

 $558,846 

 $528,366 

 $500,376 

 $474,633 

 $450,924 

 $429,054 

 n/a 

-6.1%

-5.9%

-5.8%

-5.6%

-5.5%

-5.3%

-5.1%

-5.0%

-4.9%

 n/a 

-6.1%

-11.7%

-16.8%

-21.5%

-25.7%

-29.7%

-33.3%

-36.6%

-39.7%

INTEREST 
RATE

BUYING POWER 
FOR EVERY $1,000 
IN MONTHLY 
PAYMENTS

BUYING POWER 
FOR EVERY $3,000 
IN MONTHLY 
PAYMENTS

CHANGE IN 
BUYING POWER 
FOR EACH .5% 
INCREASE IN 
INTEREST RATES

TOTAL CHANGE 
IN BUYING 
POWER 
FROM 3.0%
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Table 2: How interest rate increase affect your monthly payment
(Based on rates and payments for a 30-year fixed rate mortgage)

Given how important interest rates are to your ability to qualify for a loan, it’s important for you to understand 
what affects both your personal interest rate and the rate environment overall.  

3.  Be aware of reasons why rates might go up.
So what could spur a change in interest rates while you’re actively on the market?  Technically speaking, 
interest rates are determined by the movement of the ten-year United States Treasury bond: when bond 
yields go up, interest rates go up; when bond yields go down, interest rates go down.  But on a more 
practical level, and as a simpler rule of thumb, the easier way to think about it is that mortgage interest rates 
tend to rise as overall economic growth picks up – so if the economy starts to strengthen while you’re 
engaged in your home search, you might see rates rise.  Here are some of the reasons why economic 
changes can impact mortgage rates: 

3.0%

3.5%

4.0%

4.5%

5.0%

5.5%

6.0%

6.5%

7.0%

7.5%

 $422 

 $449 

 $477 

 $507 

 $537 

 $568 

 $600 

 $632 

 $665 

 $699 

 $2,108 

 $2,245 

 $2,387 

 $2,533 

 $2,684 

 $2,839 

 $2,998 

 $3,160 

 $3,327 

 $3,496 

 n/a 

6.5%

6.3%

6.1%

5.9%

5.8%

5.6%

5.4%

5.3%

5.1%

 n/a 

6.5%

13.2%

20.2%

27.3%

34.7%

42.2%

49.9%

57.8%

65.8%

INTEREST 
RATE

MONTHLY 
PAYMENT 
FOR EACH 
$100,000 
BORROWED

MONTHLY 
PAYMENT 
FOR EACH 
$500,000 
BORROWED

PAYMENT INCREASE 
PERCENTAGE FOR 
EACH .5% INCREASE 
FROM PREVIOUS 
RATE

TOTAL CHANGE 
IN PAYMENT 
FROM 3.0%

Government Intervention.  In recent years, the government has been rigorous in trying to keep the 
baseline interest rates low as a way of juicing the economy. Generally speaking, the lower the baseline 
rate that the Federal Reserve charges banks for borrowing, the lower the overall interest rate 
environment. 

Inflation.  Interest rates tend to be lower when inflation is low. But as the economy improves, the risk of 
inflation tends to increase.  Investors would demand higher rates of return for loaning money, and rates 
would likely go up.

Stock Market.  Generally, the stock market and the bond market compete for investment dollars, so 
when the outlook for the stock market is weak, investors tend to put money into the bond market, which 
keeps rates low.  But if the economy strengthens, the stock market rallies, and investors will be tempted 
to take money out of bonds. Again, that would tend to drive rates up.  

·

·

·
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Demand for Financing.  On a practical level, we have seen interest rates go up simply because of an 
increase in demand from mortgage lenders.  When lenders get busy, they sometimes raise their rates 
(i.e., what is essentially their “price”) to both make more money on a particular loan and to reduce their 
transactional load so their service does not suffer.

·

Essentially, what it comes down to is that interest rates stay low so long as the economy does not “overheat.” 
But if we start to see significant economic growth, that would tend to reduce government support for low 
interest rates, drive up inflation, and create a stock market rally – all of which would be associated with higher 
rates.  

Even if you’re exposed to interest rates, though, remember that you always have the option to get an 
adjustable rate mortgage rather than a fixed-rate mortgage.  Let’s say, for example, that you plan your home 
search around rates being set at 3.5%, and then once you’ve gotten into contract rates pop up to 4.0%.  You 
might not be able to afford a 30-year fixed-rate mortgage at that higher interest rate, but you could take the 
option of an adjustable mortgage that would stay fixed for a number of years at a rate you could afford, 
particularly if that fixed period would likely cover you through the years you’d be living in that home.  

4.  Be aware of what affects you personally regarding rates. 
Whenever lenders advertise a particular interest rate, they’re not talking about a rate that they will offer to 
every borrower.  They’re stating the rate that applies to a perfect borrower getting a 30-year fixed-rate 
mortgage under ideal circumstances.  But that’s not how the real-world works.  As you can probably tell from 
the discussion we’ve had so far, the interest rate that you can get for your own loan is going to depend on 
your particular situation, specifically the following factors:

You’ll notice that most of those factors are within your control.  They either relate to the type of loan you’re 
getting or to your own financial profile.  But there’s one last factor that will impact your rate but is entirely out 
of your control – namely, the bank’s appetite for loans.  Generally speaking, at any given time, most lenders 
will be offering roughly the same interest rates for similar loan products. Sometimes, though, a lender might 

Your credit score.  The better the credit score, the lower the rate.  Lenders reward you for being a good 
credit risk.

The loan product.  Some loan products carry inherently higher interest rates. For example, 
conforming-plus, jumbo, and FHA loans all have higher rates than the conforming loan. 

The type of home you are buying.  The rates for single-family homes are generally lower than for 
condos, coops, or multi-family homes. 

The term.  The longer the term, the higher the rate, so the rate on a 15-year mortgage will be lower than 
a 30-year mortgage.

Your down payment.  If you can’t afford to put at least 20% down, you’ll pay a higher rate.  But you don’t 
get any rate benefit for putting down more than 20%.  

Fixed or adjustable rates.  Adjustable-rate mortgages obviously will have a lower starting rate, although 
they can go up significantly once they start adjusting.

If you pay points.  If you pay discount points, you’ll reduce the interest rate that you’ll have to pay over 
the life of the loan.  This can be a smart idea if you’re going to be staying in the home for a long time, 
taking advantage of that lower rate.

·

·

·

·

·

·

·
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decide that it’s gotten “too busy,” and that a flood of loans is putting too much pressure on its back office. Or 
the lender might simply decide to try to make more money on each loan, and raise the rates to generate 
more profit, taking the risk of losing some business.  

You’ll never know whether the lender you’re meeting with is in the position of juicing its rate to reduce its 
workflow or increase its profits.  That’s why it’s a good idea to work with a lender like Hudson United that has 
access to multiple banking sources with a wide variety of products and rates.  When one bank is raising its 
price to generate fewer loans at a higher profit margin, a broker can switch you to a bank that is cutting its 
price to create more demand for its loans.  
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5 STAGES 
OF YOUR LOAN APPLICATION

Okay, this is where we need you to take a deep breath and relax, because now we’re coming to the hardest 
part of your home buying experience: filing your application, and dealing with underwriting issues.  Right 
from the start, we warned you that going through the mortgage application and review process will be 
frustrating and difficult.  After all, a mortgage loan is a complex financial transaction that generates a 
tremendous amount of paperwork, involves numerous service and transactional professionals, and takes a 
good deal of time. 

That’s why you need to be relaxed. Even in the best of circumstances -- when you have impeccable credit, 
sufficient funds in your bank accounts, and all your documentation in order – the mortgage process will be 
challenging. Your credit history, bank accounts, employment, tax returns – all of them will be reviewed for any 
discrepancies that might send off a “red flag” to the bank.  

So what can you do to make it easier?  First, you just need to be prepared for what’s going to come.  
Ultimately, our goal is to highlight the steps you can take to facilitate your process, to make it as easy as 
possible. Second, we want to emphasize yet again the importance of being engaged and proactive in your 
home buying process.  Indeed, your active involvement in the loan process is crucial for ensuring that you 
have a smooth transaction.  Although you’ll have a whole team of professionals to help you along, you’re the 
only one who can do some of the work that will need to be completed to get you to a closing.  So the more 
engaged you are throughout your loan process, the better.  

Here are the five stages of your loan application:

1.  Filing the Application
Once you have an accepted offer, you’ll be able to fill out a formal application. Your loan officer will take you 
through the process and help you gather the necessary documentation to substantiate your file.  Although 
every bank is different, here is an overview of the basic information required in most loan applications:

Bank accounts.  You’ll need the account numbers for all your bank accounts, including your checking, 
savings, cd’s, money market, and IRA accounts.  You’ll also need the complete statements for the last 
three months (even blank pages), and the current balances on those accounts.

Loans and credit cards.  For any outstanding loans, you’ll need the names and addresses of your 
creditors, the monthly payments and balances, and the type of loan.  This includes loans for your cars, 
any current real estate mortgages, student loans, and any other type of debt obligations.  You’ll also 
need to list all your current credit cards with account numbers and any outstanding balances.

Credit History and Current Loans.  You will want to review your credit report carefully, line by line, for 
accurate balances, monthly payments, account numbers, your past addresses, former and maiden 
names, etc.  Your loan officer should give you a copy of your credit report.  The lender will use the info

·

·

·
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on your credit report to identify your outstanding debt obligations, so you certainly want that information 
to be accurate.

Employment.  You’ll need the names and addresses of all employers for the past two years.  You’ll also 
need complete tax returns for the past two years, and two current paystubs.  If you’re self-employed, 
you’ll probably need your corporate tax returns for the past two years, and a year-to-date profit-and-loss 
statement.

Real Estate. If you own any real estate, you’ll need to list the properties, their value, their lease terms (if 
leased), and the carrying costs for the property, including mortgage payments, taxes, insurance, HOA 
fees, etc.

·

·

Obviously, pulling all that information together can take time.  That’s why we recommend you start gathering 
the necessary documents as soon as possible, to avoid any unnecessary delays in submitting your 
application.  And be sure to keep all this information in a central file folder at the ready.

2.  Loan Processor Review
Once you have completed your application, your loan officer will submit it to your loan processor.  The 
processor is the person responsible for performing a rigorous review of the application to prepare it for 
underwriting, and will ultimately be responsible for shepherding you through the rest of the underwriting 
process. You will become very familiar with your processor, who will be your key point of contact as you go 
through underwriting, and who will be regularly communicating with you to give you updates on what is 
happening with your file.  You should absolutely take down the name, number, email address, and phone 
number for your processor and add it to your phone list, because you’ll need to be in regular contact.    

When your processor gets your application, he or she will review it to see whether you need any additional 
documentation or information.  If so, the processor will contact you to get what’s needed.  That can take a lot 
of back and forth, which is why you’ll get to know your processor very well. 

Then, once the application is finalized and complete, the processor will submit it to the bank’s underwriter for 
review.  

3.  Underwriting Review
Most likely, you won’t meet or ever speak directly with the underwriter, because your processor, and to some 
extent your loan officer, will act as your intermediary.  But it’s the underwriter who reviews the file, follows the 
lender’s guidelines for extending financing, and makes a determination on whether to grant you a “loan 
commitment” -- the lender’s promise to give you the financing that you have requested.  
From this point, three things could happen.

Denial.  Most likely, unless your file is completely outside the lender’s guidelines, you won’t get an 
immediate denial.  If it does happen, though, then your loan officer and processor will probably work 
with you to make an application to a different lender, so long as the reason for your denial has 
something to do with the inherent underwriting practices at that specific lender.  Different lenders have 
different standards and products, so often an application rejected by one bank might be acceptable to 
another.  So a denial doesn’t mean that you cannot get financing at all, just that this particular application 
did not go through.

Commitment.  Similarly, you’re also unlikely to get a formal loan commitment right off the bat, simply 
because it’s unusual to make an application that is so “clean” that the bank will not have some type of 
follow-up requests.  Most of the time, even if the lender is well-disposed to your application, you will still 
have at least a few conditions that you have to meet in order to get a final commitment.

1.

2.
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Conditional Commitment.  That’s why most borrowers who file applications get what’s called that 
“conditional commitment,” which is a letter from the lender spelling out additional requests for 
information or documentation, or requesting clarification of an issue that popped up during the review 
of the file. 

3.

4.  Commitments
Most of the time involved in getting your application approved will be tracking down documentation to 
satisfy those conditional commitment issues.  The key to satisfying the conditions of the commitment and 
getting you to the closing table on time is simple: it’s all up to you. You’re the one who has the information 
that the lender wants, so it’s really in your hands to move the process forward quickly and efficiently.  Your 
processor will guide you through it, and will take the lead in getting whatever’s needed from third parties, but 
in many cases you’re the only person who can move the process along.

Here are some guidelines to keep in mind if you want to move through the process more efficiently and 
quickly.  

5.  Clear to Close
Finally, at the end of the process, once you have satisfied all those conditions, you will get an updated 
commitment letter with no conditions, which is the lender’s promise to give you financing on the specified 
terms.  This is commonly called “clear to close.”  At this point, your mortgage process is complete, and your 
attorney can set a closing.  But note that even with the commitment letter, the bank still has the authority to 
do final checks of your credit, employment, and other terms of your application before closing, so issues 
could still pop up at the last minute.  

65

Respond quickly to requests.  If the underwriter wants to see a particular document, then you need to 
produce it. The request isn’t going to go away on its own.  The quicker you are in tracking down the 
items needed, the faster you’ll get a clear-to-close.

Be careful about making any changes involving your financial profile.  The bank’s decision to extend 
you financing depends on the state of your finances when you make the application, and if you do 
anything that impacts your employment, bank statements, or credit history, you’re going to send up red 
flags and set yourself back weeks or even months. 

Keep updating your file, particularly your bank statements and pay stubs.  Processing your mortgage 
application may take months, but lender guidelines require fresh statements and stubs.  So you’ll need 
to keep updating your file. Keep a separate file folder for all your financial-related mail, and be ready to 
send it to your processor upon request.  And when you submit your paperwork, provide all pages of the 
statements and stubs – not just the cover page.  The bank wants to see it all. 

·

·

·
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11 COMMON MORTGAGE COMMITMENT 
CONDITIONS, AND HOW TO RESOLVE THEM
 
Why does it take so long to get from contract to closing?  Generally speaking, it comes down to two issues: 
(1) the seller clearing issues on the title; and (2) the buyer clearing conditions on the mortgage.  And while 
the seller is busy fixing problems that come up on the title report, you’ll be dedicating most of your time to 
tracking down the documentation you need to satisfy the conditions placed on your bank commitment.  
That’s why it’s so important to be engaged and proactive in resolving those commitment issues: they may be, 
and often are, the biggest obstacles to getting to the closing table.  

Basically, the commitment conditions usually come down to clarifications about your financial status.  The 
bank wants to make sure that you’re using your own saved money for the down payment on the home, and 
that you’re a good credit risk.  And to make that determination, the bank will be tying down any loose ends 
that come up in the review of your initial application: any questions about your bank accounts, credit history, 
source of funds, and other aspects of your financial profile.  

We’ve identified below 11 common issues that come up during the commitment process that can delay your 
ability to get to a quick closing.  We’ll describe each of the problem areas, and try to explain how you can 
either avoid the issue or fix it when it crops up.

1.  Changes in Your Bank Statements
You want to be careful making any major deposits or 
withdrawals from your checking and savings 
accounts in the months leading up to your mortgage 
application.  Any major withdrawals, other than the 
money you take out to make a down payment, are 
going to require follow-up documentation and 
clarification as to the purpose for the withdrawal.  
Similarly, if you make a large deposit into your 
account that’s not from your normal salary or other 
income, you’ll raise an issue of whether that money 
is a gift or a loan that you will have to pay back.  
That’s a big red flag to the lender, who doesn’t want 
you to have additional debt obligations to some 
third party to pay back the down payment when 
you’re already trying to pay your monthly mortgage 
payment.  So try not to make any large withdrawals 
or deposits, and be prepared for follow up requests 
if you do.  

2.  Changes to Your Credit
Right from the beginning of your home search 
process, we have warned you not to do anything that 
would impact your credit while you prepare to buy a 
home.  Well, that’s even more important now.  Don’t 
take out any new credit cards.  Don’t buy anything 
major on credit (like a new car!).  Don’t fall behind on 
any of your payments.  Don’t even close existing 
accounts.  Anything you do on credit will impact 
your credit profile and could undermine your loan 
process.  

3.  Credit Issues
You might have credit issues that you need to 
resolve for the lender.  For example, if you are 
disputing a credit card balance the bank will want 
you to settle that dispute before you close, so you’re 
going to need to clean those up.  You might also 
have to explain issues like late payments in your 
credit history with an explanatory letter.  
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4.  Changes to Your Employment
Don’t quit your job.  We know that seems like very 
obvious advice, but you’d be amazed by how many 
people quit their jobs while they’re trying to get a 
mortgage.  Obviously, quitting your job is going to 
put a major obstacle in your mortgage process, and 
might result in you getting denied.  But even just 
changing jobs in the middle of your application can 
cause you months of delays, because the bank is 
going to want to see updated pay stubs from you 
new employer.  We know that you have to live your 
life, and your mortgage is not the only thing you 
have going on, but do try to avoid major job 
changes while you’re trying to get your loan 
approved.  

5.  Proof of Self-Employment
If you are self-employed, you can expect to see 
certain conditions regarding proof of your personal 
income.  The bank will want to know that your 
self-reported income is legitimate, so you might 
have to provide your business tax returns or even a 
profit and loss statement.  This can seriously delay 
your application if you have not yet filed the returns, 
or if you don’t have statements already prepared by 
your accountant.

6.  Verification of Employment
Another employment issue that comes up a great 
deal is the verification of employment (VOE) that 
banks will conduct on every file.  You would think this 
would be a simple matter, but we often find it 
difficult to get client employers to return phone calls 
and provide documentary proof if needed to show 
that you actually work there.  You can make it easier 
if you provide your processor with a name, phone 
number, and email address of someone at your 
company with the authority to confirm your 
employment and salary. If you work for a large 
employer, it’s best to get a live contact in the human 
resources department; for small employers, the 
owner or manager would be best.  

7.  Tax Returns.
Again, this is a simple thing, but you’d be amazed at 
how many borrowers do not have copies of their 
most recent tax returns, or who haven’t filed for a 
recent tax year.  The bank is going to want to see 
those returns, so you will need to track them down

or get your previous year returns filed.  

8.  Sourcing of Gifts
If you are getting part of your down payment as a 
gift, you will need to provide documentation to 
prove that the money is not really a loan.  You can 
usually accomplish this with a form letter from the 
giver attesting that you do not need to pay the 
money back.  The bank needs to see this for fear that 
you will be taking on too heavy a debt burden, and 
will have problems paying back both the “gift” and 
the mortgage loan. 

9.  Home or Title Repairs
Sometimes, the inspection or title report will turn up 
problems that have to be resolved for the bank to 
finalize the loan. Usually, you really can’t do much 
about these problems, since you don’t own the 
home, so your only recourse is to badger the seller 
through your attorney into fixing the problem.  
Ideally, you will get the title report quickly so that the 
seller can work on clearing the title while you’re 
resolving the other outstanding conditions on your 
loan.  That’s why it’s so important to order title early 
in the process.

10.  Investment Property
If you already own investment property, you will have 
to reassure the bank that you can afford to buy a new 
home while still maintaining that investment.  
Usually, you will need to provide extensive 
documentation regarding your investment, including 
mortgage paperwork and rental leases.  If you do 
own investment real estate, you should keep that 
documentation handy, because you will certainly 
need it during the process.  

11.  Coop or Condo Approvals
If you’re buying a condominium or cooperative 
apartment, you are likely to have additional 
commitment issues come up regarding approvals 
for the building.  Not only will you need the bank to 
investigate to ensure that the condo or the coop is 
eligible for financing (not every building is), but you 
will also need to show the bank your condo or coop 
board approval.  Often, condo and coop buyers will 
have everything else completed, but will wait 
impatiently for the building’s board to meet to 
approve their application.  So, as always, start that 
process as early as possible.
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Conclusion
It’s very likely that you will have “commitment issues” 
on your file.  The important thing is to respond to 
documentation requests from your processor as 
quickly as possible, so you can address and resolve 
those issues as soon as possible.
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3 THINGS TO DO 
IF YOU GET A LOW APPRAISAL 
 
Appraisals can be one of the most frustrating aspects of your home buying experience, not only because 
they can “make-or-break” your deal but because the results of an appraisal are mostly outside your control.  
As always, though, it helps to be prepared for what might happen.  

Once you have submitted your application, the bank will order an independent appraisal of the home to 
determine whether the value of the property justifies the loan amount.  The licensed appraiser will visit the 
home, look through recent sold data, and render an opinion as to the home’s value.  Your real estate agent 
will often try to help the appraisers along by providing them with information on recent comparable home 
sales that justified the price you’re paying for the home.  But neither your agent nor your lender are allowed 
to try to “influence” the appraisal, so they have to walk a fine line between providing helpful information and 
advocating for a particular appraisal value.  

The appraisal is a crucial step in the processing of the loan.  If the appraisal comes in at or above your 
purchase price then the bank will be reassured that it has sufficient collateral for the loan.  But if the appraisal 
comes in low, you’re going to have a problem getting the bank to approve the loan. 

So what can you do if you get a low appraisal?

1.  Don’t doubt your offer.
If your appraisal comes in low, that does not mean that you are overpaying for your home.  An appraisal is just 
one person’s opinion.  Basically, appraisers do the same thing you do when they’re valuing a home: they look 
at recent sold comparable properties, and make adjustments for differences in condition or amenities.  So 
don’t start to question the price you agreed to pay just because the appraisal comes in low.  After all, you just 
completed an arms-length negotiation with a seller on the open market – your price reflects true market 
value.  Unless you made your offer without regard to what was happening in the market, it’s most likely that 
your price is accurate and the appraisal is coming in too low.  

2.  Figure out why the appraisal came in low.
If the appraisal came in below what you know to be the true market value, something went wrong.  Most 
likely, the problem is one of these three issues:

Bad appraisers.  Unfortunately, some banks, particularly lenders from outside the area, also have 
appraisers from outside the area.  And you can imagine what happens when you bring in an appraiser 
who doesn’t really have a feel for local market conditions.  (That’s another reason why you should use a 
local lender for your mortgage needs.)

Distressed properties. It might be that a number of distressed sales make up the comparable properties 
used by the appraiser to determine value.  A home in foreclosure, for example, usually sells a significant

·

·
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market discount, and too many such sales can skew the appraiser’s analysis of local home values.  It’s 
difficult for appraisers to factor in the reduced value of a distressed home, since the appraiser doesn’t do 
onsite inspections of recent sales to see how the condition of the recent comps affected the sale price. 

Fast-changing market conditions.  If you are buying a home in a rising market, even six-month old 
comparable sales might be significantly out-of-date.  That is, market conditions might have dictated the 
price you agreed to pay for the home, particularly in a bidding war situation, but the recent sales don’t 
yet justify the price.  

·

·

3.  Try to get a new appraisal
Unfortunately, if you get a low appraisal, there’s not much your loan officer or agent can do.  Federal and state 
regulations make it difficult for lenders or real estate agents to have direct contact with appraisers.  The rules 
are designed to prevent collusion, but they mostly have the effect of preventing your agent or loan officer 
from protesting a low appraisal value.  

Your best course of action, in fact, might be to request that the bank order another appraisal. Not every bank 
will do that, and some loan types don’t allow it.  But if the bank will order another appraisal, it gives you 
another bite at the apple, and you can be sure that your loan officer and agent will bury the new appraiser in 
good comps that justify the sales price.  

Otherwise, you might be forced to re-start your loan process with another bank.  This is always a last-resort 
option, because you’ll be starting from the beginning with a new application.  But at the very least, you will 
have already gathered all the documentation likely to come up in the conditional commitment process, so 
you’ll be more prepared for other issues that might come up.  As a result, your second turn at the wheel 
might go more quickly.  
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4 QUESTIONS YOU MIGHT HAVE ABOUT TITLE INSURANCE
AND 7 PROBLEMS THAT MIGHT COME UP IN YOUR TITLE REPORT
 

Once your transaction has gone into contract, you’ll find two major congestion points that can keep you from 
getting to your closing table quickly.  The first is on your side of the deal, from the mortgage process: the 
lender conditions you need to resolve to get an unconditional mortgage commitment.  The second is on the 
seller’s side of the deal, because the seller will have the obligation to clear any title problems that turn up on 
the report generated by your abstract company that can come out of the title report produced on your 
potential new home.  

Most of our buyers are unfamiliar with title insurance.  That’s understandable, because title insurance is very 
different from other types of insurance that you might have, such as health, auto, or home.  For one thing, you 
only have to pay for title insurance when you purchase (or refinance) your home – it’s not something that you 
have to continually renew every year the way that you have to keep paying monthly or yearly for the 
insurance policies that most of our clients are more familiar with.  Moreover, you’ve probably never even 
heard of someone making a claim on their title insurance, the way you’ve probably personally experienced a 
home, life, or auto claim.  

So you probably have some questions about it. Here are some frequently asked questions about title 
insurance. 

1.  Why do I have to get title insurance?
As part of your purchase, you will almost certainly be required to get title insurance.  Not only is this type of 
insurance necessary to protect your own interest in your property, but your lender will require it if you are 
getting financing.  

Why? Because banks are risk-averse, and title insurance is protection against the catastrophic if unlikely risk 
that you will not get true ownership of your purchase.  When you purchase your home, you’re going to get 
what’s called “clear title” to the property, which means that you own it free and clear against anyone else’s 
ownership claim. So rather than take the risk that there’s an undiscovered cloud on your clear title, your 
lender requires that you get title insurance to protect your ownership.

Today, the risks posed by adverse claims of ownership are very low, mainly because modern title search 
methods have become much more reliable than they used to be. And as homes change hands over time, title 
companies have established clear chains of title to most properties in our area.  Accordingly, these days we 
rarely see adverse claims of ownership that would trigger a claim on a title insurance policy. 

Nevertheless, because of the stakes involved, mortgage lenders absolutely require title insurance protection, 
and virtually all buyers get it.  Like a lot of insurance situations, the risk of loss is very low, but the cost if you 
did have a claim would be enormously high: potentially, the uncompensated loss of the home that you 
purchased.  That’s why you need title insurance. 
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2.  What does it cost?
Title insurance rates are set by law, so the fees do not vary according to the title company you use.  The fee 
depends on the purchase price and the amount that will be financed, but as a general rule of thumb you can 
expect to pay about ½ of one percent of the value of your home for your title insurance.  Once you buy title 
insurance, though, you have it for the entire time you own the property.  You don’t need to keep paying it 
every year.  

3.  What kinds of problems come up in a title report?
When you order title insurance, your attorney will order a series of reports and searches from your abstract 
company designed to identify any problems with the seller’s title to the property.  Although those reports 
probably won’t raise any issues about the “chain of title,” they still might turn up some blemishes that the 
seller will have to resolve before you can close.  

In most situations, these issues can be cleared up in a matter of days.  But sometimes, the problems can be 
serious, take a lot of time to resolve, and can delay your transaction.  So it’s a good idea to be prepared in 
advance for the kinds of title problems that can turn up in these reports:

Open Liens. A title search will often find tax liens, judgment liens, mechanic’s liens, or other types of 
blemishes on the seller’s title. You need to resolve those before closing, because those liens stay on the 
title after closing – which means they’ll be your problem.  It’s really up to the seller and seller’s attorney to 
clear up the liens, either by negotiating them down, challenging them so that they are removed from the 
title, or paying them off out of the proceeds of the sale.  Don’t worry about being stuck with the debts.  
Neither your abstract company nor your attorney will allow you to take possession of a property that has 
outstanding liens against it.  But waiting for the seller to resolve the issues could cause a major delay in 
your transaction.  

Short Sales. A short sale involves a seller who owes more than the property is worth, and needs creditor 
approval to close.  If you’re involved in a short sale, you should be prepared for a significant delay in your 
closing. Sellers involved in a short sale have to prepare a lengthy set of documents to secure bank 
approval for the sale, and banks can sometimes take weeks or months to decide whether to allow the 
sale.

Documentation Errors.  Sometimes, your abstract company’s title examination will reveal a superficial 
defect like a missing satisfaction of mortgage, which is usually just an obvious mistake in the 
documentation.  These problems are not serious, but they do take time to resolve and can delay your 
closing. 

Incorrect Property Taxes.  Your abstract company’s title report will identify the accurate property taxes for 
the home, which will be used at the closing to apportion the year’s taxes between you and the seller.  
The problem that comes up is when the actual taxes are different from the amount the seller listed in the 
multiple listing system. Usually, the differences are marginal, and you’ll probably just shrug them off.  But 
if the true taxes are significantly higher than what you expected, you might try to negotiate with the seller 
to cover part of the difference.  If this comes up, discuss the issue with your attorney.

Surveys.  You will need an accurate survey of the property in order to secure title insurance.  Your 
abstract company will try to locate a copy of the survey to the property if one is available.  If not, you’ll 
have to get a new survey, which will cost a few hundred dollars and can take a few days or weeks to 
complete. 

Survey Inspections. Once the abstract company has a survey in hand, it will conduct a “survey 
inspection” of the property to ensure that the property lines are consistent with what’s going to be 
transferred to you in the deed. And sometimes, that inspection will reveal discrepancies that will have to 
be resolved by the seller: property additions like pools or decks that are not on the survey or the  

1.

2.

3.

4.

5.

6.
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certificate of occupancy, encroachments onto the property by neighbors, or even encroachments by the 
seller onto a neighbor’s property.  In those cases, the seller will need to spend time resolving the issues, 
which can often require exchanging contractual releases with the neighbors or obtaining after-the-fact 
building permits from the municipality. Again, this is not something that you can control, but is really in 
the hands of the seller.

Municipal Violations.  In addition to the title report, your abstract company will also order a municipal 
report on your new home, which might turn up building code violations, open building permits, or 
inaccuracies in the certificate of occupancy.  Usually, these problems are not that serious, and the seller 
can resolve them with the municipality.  And your attorney will not let you purchase a home that has 
outstanding these types of problems.  But, again, when they do turn up, they can seriously delay your 
closing. 

7.

4.  What can I do if the title report finds problems?
Generally speaking, most title reports turn up minor issues that can be resolved quickly and easily, and will 
not significantly delay your closing.  The disconcerting part, though, is that you really can’t do much to 
prepare for these kinds of issues.  You’re not going to know about the problems until you get the title reports 
back from your abstract company, and in most of the cases it’s really up to the seller to resolve them.  

That said, you might find that your seller is slow to resolve these matters, which is frustrating.  If you have 
serious delays that come from your title report, talk to your attorney about what you can do to move things 
along more quickly.
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Most people don’t spend a lot of time thinking about their home insurance, particularly when they’re in the 
process of buying a home. You have too much on your mind, what with your mortgage commitment issues 
and title problems and getting ready to move and all that. 

But you need insurance!  You can’t close on your new purchase without coverage, because the bank won’t let 
you buy an uninsured house that might burn down while you’re on your way home after the closing.  

So how much should your insurance be?  We’ve all seen the glut of insurance advertising from companies 
claiming they have the best rates, or that they saved money for customers who switched.  They all say the 
same things, and they can’t all be right.  

Now, sometimes, the ads are just misleading.  For example, a company might advertise that it has low rates, 
but those rates might only be available to people with particular risk profiles, in specific locations, getting a 
stripped down policy that doesn’t provide them nearly enough protection.  

Moreover, when companies claim that they saved money for people who switched, remember that they’re 
only counting the people who actually switched – they don’t count the ones who decided to stay put!  In 
other words, people who switch insurance companies usually make the change precisely because of the 
rates, so virtually everyone who does switch did so because they saved money.

For the most part, though, the incessant insurance advertising makes a reasonable point: insurance rates do 
vary.  So here are a few suggestions for how you can save money on your premiums.

1.  Shop your carrier.
Simply put, different carriers have different rates.  All insurance companies have their own preferred risk 
profile, and they price aggressively and competitively to target that profile.  Some companies will cater to 
standard risks, others to non-standard or high-value risks.  It all depends on the location of the markets they 
serve and their loss results from prior years.  Therefore, a company’s pricing for a particular area can change 
from year-to-year depending on their experiences insuring risks in that area. It’s easy to shop around – most 
insurance brokers, including Hudson United, have access to an array of carriers whose rates will vary quite a 
bit depending on your particular profile.

2. Make informed policy choices.
Even though insurance companies make it seem like their coverage is totally unique, state regulation sets out 
the fundamental coverage every policy must provide.  The two standard forms of coverage are the HO-3, 
which provides basic protection against common hazards, and the HO-5 which provides more expansive 
personal property coverage and higher reimbursements.  Your insurance provider can explain the specific 
differences, but your choice between standard and expansive coverage will obviously affect your rate in a 
couple of ways
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“Stated Risks” or “All Risks”: whether you’re covered for specifically included risks, or more expansively 
for any risk that is not specifically excluded.   

“Replacement Cost” or “Guaranteed Replacement Cost”:  Whether you’re covered only for the amount 
stated on the policy, or for your actual costs in rebuilding the home the way it was. 

“Actual Cash Value” or “Replacement Cost Coverage”: whether you’re covered for the cash value of 
your personal property after depreciation, or what it costs you to actually replace them.  

Liability Coverage: the level of personal liability coverage for accidents in your home. 

Deductible Level: how high you want to set the deductible in the event of a loss.
  
Extra Coverage: whether opt for special coverage of unique or expensive items, or special 
endorsements against specific hazards. 

·

·

·

·

·

·

Generally, the basic dynamic is the same: the more coverage you get, the more you’ll spend.  
If you choose the HO-5 premium policy, you’ll pay more than you would for the more limited HO-3 coverage.  
If you want to insure particularly valuable items, it will cost you.  If you want to add endorsements, your 
payments will go up.  So when you evaluate rates across companies, make sure that you’re comparing 
apples-to-apples – policies that provide the same levels of coverage. 

3.  Have a clean profile.
Your rate will also depend on your personal risk profile, and the particulars of the house you’re buying.  The 
insurance company reviews your personal information to make an underwriting decision based on your 
background, claim history, even basic demographics. Your rates will be higher if you have a history of 
expensive claims on your record, or if your risk profile simply conflicts with the type of business that company 
is trying to write.  And your rates will also depend on the home, not just because of the price or the building 
materials, but where it’s located.  Some carriers don’t want to do business in certain areas, and will command 
a rate premium for homes there.  

4.  Package Your Home and Auto Policies. 
Some companies that sell homeowners, auto, and liability coverage will take 5-15% percent off your premium 
if you buy two or more policies from them. When purchasing a home, it is an excellent time to re-evaluate 
your auto insurance to find the company that will offer you the best rate for your full bundle of needs.  

5.  Make Home or Security Improvements
You can save money on your home insurance by adding storm shutters, reinforcing your roof or buying 
stronger roofing materials, or modernizing your heating, plumbing and electrical systems to reduce the risk 
of fire and water damage. Similarly, you can usually get discounts of up to 5% for installing a smoke detector, 
CO detector, burglar alarm or dead-bolt locks. Some companies offer to cut your premium by as much as 10 
or 15 percent if you install a sophisticated sprinkler system and a fire and burglar alarm that rings at the 
police, fire, or other monitoring stations.  These systems are not cheeap, so before you make a decision, find 
out what kind your insurer recommends, how much the device would cost, and how much you'd save on 
premiums.

6.  Pay Upfront. 
If you can afford it from a cashflow perspective, you might be able to get a discount for paying the full year’s 
worth of premiums upfront instead of paying by installments.  
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Finally, remember that an independent agent like The Hudson Group Insurance can provide a variety of 
quotes to find the insurance carrier that is providing the most competitive rate for your particular risk 
category at the time that you’re getting coverage.  Indeed, we can help you shop from almost 20 of the 
nation’s leading insurance companies to help you get the best price for your insurance needs.  You’ll be able 
to see the quotes from the various carriers, the differences in coverage, and make an informed decision.
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5 THINGS 
YOU NEED TO KNOW ABOUT YOUR CLOSING

The real estate closing can be confusing, but mostly it can be boring.  The attorneys do all the work, and you 
will mostly sit around making small talk between long bouts of signing big documents. The seller has even 
less to do, so you might not even see the seller for most of the closing.

The basic dynamic of a closing is simple and involves three parts: (1) the buyer completing paperwork to get 
financing from a lender, (2) you transferring ownership of the property to the buyer, and (3) the lender giving 
you a check.  What happens at the closing is simply the execution of various forms that give final confirmation 
to the agreements made in the contract of sale between you and the seller, and the mortgage commitment 
between the buyer and the lender.

That said, closings can be confusing to the lay person, because attorneys use a lot of jargon and shorthand in 
trying to facilitate a complicated process quickly and efficiently.  To give you an idea, here is an overview of 
what happens at a closing:

1.  Before the closing, you’ll do a “walkthrough.”
Before you get to the closing, you get the walkthrough. On the morning of or the day before your closing, the 
buyer and buyer agent will do a quick “walkthrough” of your property, checking that you have moved out 
without damaging the home or taking any fixtures. They’ll also be checking out the mechanical systems – 
running the water, flushing toilets, turning on lights, etc. – to make sure everything is in working order.

Most of the time, the walkthrough goes smoothly, and you won’t have any issues at closing. If the buyer does 
complain about something found during the walkthrough, then at the actual closing the attorneys will 
negotiate the issue and come to some sort of resolution.  Barring outright cataclysmic problems in the home, 
walkthrough issues are resolved for a few hundred dollars and almost never cause a closing delay or a 
termination of the contract.

2.  You’ll need to remember your checkbook and ID
Once your walkthrough is complete, you’re ready to close. When you’re getting ready to go to the closing, 
don’t forget that you’ll need two very important things. First, you’ll need your checkbook, because you’re 
going to have to write a few checks to cover your closing costs, beyond the bank check you’ll be getting for 
the down payment. Second, you need your driver’s license (or some legal form of photo ID), because you’ll 
need proof of identify for the attorneys and the title closer.  Your attorney will let you know what else you’ll 
need, but we highlight the checkbook and ID because people (1) always need them, and yet (2) often forget 
them.

3.  You’ll meet a lot of people you don’t know.
Once you get to the closing table, you’ll see all these people around the table you won’t recognize.  You’ll 
know the seller, maybe the seller attorney, and your own attorney.  But you’ll see a few other significant
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people whose roles are crucial for the closing:

Finally, you’ll probably also see your agent and the agent for the seller.  They don’t have any formal role in the 
closing itself, but they often come to pick up their fees, give you moral support and congratulations, and to 
be available in case the lawyers need some last-minute errands completed.

4.  Most of the closing time will be taken up by your financing docs. 
Most closing time will be taken up by you finalizing agreements with your lender on the mortgage terms.  The 
lender will have a series of complicated documents that the buyer needs to understand and sign in order to 
obtain the loan necessary to buy your home, including the following:

Once all that is completed, you are now in a position to purchase the property from the seller. For most of this 
process, the seller won’t have much to do.  The seller did all her work months ago when she prepared her 
home for sale.  The closing is where you are the main actor. 

5.  Next, you’ll actually go through the transfer of ownership.
Now, with the buyer ready to go and a lender waiting to give you a check, the attorneys will begin having you 
execute documents that will transfer ownership from you to the buyer. These documents include:

The closer.  The closer is usually employed or contracted by the title company issuing title insurance for 
the buyer, and will actually run the closing as an intermediary between the seller’s and buyer’s attorneys.

The bank attorney. The bank attorney represents the lender in the transaction, and is there basically to 
make sure the loan documents are executed correctly.  The buyer’s attorney sometimes is authorized to 
double as the bank attorney.

Support personnel.  You might also see a bunch of other people coming in and out in a flurry, carrying 
documents and usually communicating with the attorneys directly.  They’re usually paralegals, clerks, or 
administrative people who work at the office where you’re doing the closing, and they’re usually just 
bringing copies.  

·

·

·

Truth in Lending Statement, which is federally required to disclose the actual financial terms of the loan.

Itemization of Amount Financed, which tallies up the actual cost of the financing.

The Monthly Payment Letter, which breaks down monthly payments into principal, interest, taxes, and 
insurance.

The Note, which is the loan agreement between the borrower and lender.

The Mortgage, which is the lien put on the home by the lender to provide collateral to the Note.

·

·

·

·

·

The Settlement Statement (HUD-1), which contains all  the settlement charges associated with the 
transaction.

The Deed, which is the actual document that transfers ownership from you to the buyer.  At some point 
in the process, you’ll be signing that document, which signs away your ownership rights.

Proration Agreements, which are simply side-agreements to the contract that prorate the housing costs 
(taxes, HOA fees, utilities) according to the date of the closing. For example, if you paid the property tax

·

·

·
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bill for the year three months ago, the buyer will be reimbursing you for 75% of that bill, since you lived 
in the home for only 25% of the year. The attorneys will be hunched over calculators for much of this 
process while they use standard formulas to figure out who owes what to whom.

Receipts. You might have to sign tax and utility receipts indicating your awareness that certain costs have 
to be paid by one side or the other.

Name Affidavit. At some point, the attorneys will ask you to provide identification proving that you are 
who you say you are, and ask you to sign a document attesting to your identity. That’s to make sure that 
you are the person legally allowed to transfer title.

Abstract of Title.  The final document of the closing, listing all the documents that executed and included 
as part of the closing.

·

·

·

When that’s done, you will get a copy of all your documents, and the title closer will be rushing off to the 
county clerks’ office to record your new deed (and the mortgage on that deed).  At that point, you are done.  
And you deserve some congratulations!

So….congratulations!
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14 TIPS 
FOR HAVING AN EASY MOVE

For most people, moving is like getting your car repaired. You don’t do it that often, you hate having to do it, 
you don’t understand it very well, and you worry that you’re going to get overcharged.  We all fear the evil 
stereotype: movers who break things, lose things, or give deliberately low estimates before raising the price 
once the belongings are all on the truck.

Those really are just stereotypes. While predatory movers exist, most reputable companies do a terrific job 
helping customers move massive amounts of heavy and precious things across the region or the country, and 
they do it for a reasonable price. 

As with all things involved in selling your home, being proactive and engaged can help you have a better 
experience.  Accordingly, here are some tips for ensuring that you have a great experience in moving:

1.  Plan Ahead
Don’t wait until the last minute to start hiring a mover, or you’ll end up not being able to get scheduled in 
time, you might have to pay more, and you’ll be doing everything in a rush.  You can start planning your move 
as soon as you are in contract, or at the very latest as soon as your buyer gets locked into the contract by 
waiving any contingencies.  That’s a good point to start examining what kind of move you want.

2.  Let the movers do the packing.
You basically have two options about the type of move you want.  In the standard option, you need to pack all 
the small items into boxes, seal them up, label them, and then have them ready for the movers.  You don’t 
need to box big items, or carry the big items anywhere, but you need to pack up things like clothes, books, 
dishes, cookware, silverware, files, knick-knacks, things like that. That can be an onerous job.  The other option 
is to pay extra for the movers to do all that for you.  People who have experienced that full-service option will 
never go back to packing themselves, because it is a glorious feeling to watch the movers descend upon 
your home and quickly pack, seal, and label all your things.  It’s an easier way to move, but also a better one, 
because the movers are much, much better at safely and quickly packing your things than you are. Trust us, if 
you can at all afford it, it’s worth the money. 

3.  Interview up to three reputable movers.
One of the reasons to get started early is so that you have time to interview up to three reputable movers to 
get estimates. Let the movers examine your things, get a full sense of the scale of the move, and give you an 
estimate.  You can learn a lot about the movers just from the way they interact with you, and get a chance to 
choose a mover based on your gut feeling on who you would like the most.

4.  Get a physical survey as part of your estimate.
The mover’s estimation process should include a physical survey of all the things that you need to move,
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rather than simply an over-the-phone or internet questionnaire.  Professional movers have a good eye for the 
requirements of a move, and most of us do not.  They will pick up on things that you won’t.  In our experience, 
many problems between movers and customers stem from a customer’s unreasonably low estimation of the 
amount of work that needs to be done, leading to an inaccurate estimate.  Never hire movers that refuse to 
do an in-house survey and instead assure you that they can give an accurate estimate over the phone or 
internet.

5. Do not pay a large deposit.
Very few reputable movers will charge a large deposit on a routine move.  They might charge a good faith 
down payment to reserve their time, but nothing too substantial.  Be wary of movers who want to charge you 
a large up-front payment or, even worse, charge you for the move before they have actually delivered your 
goods to your new location.

6.  Consider Your Insurance Options
When you move, you have the right to get moving insurance.  Insurance comes in three levels of protection: 
“Full Replacement,” which costs the most and guarantees the full repair or replacement of any goods lost or 
broker; Assessed Value Coverage, which is based on the estimated cost of replacing the assessed value of 
goods lost or stolen; and “Alternative Level of Liability,” which only pays out liability at a standard rate of 60 
cents per pound.  You will find that in most cases it is worth getting “Full Replacement” insurance, but 

7.  Before you move, get rid of stuff you’re not going to want in the new home.
Don’t pay to move things that you’re never going to need or use again. Moving is a great opportunity to pare 
down your life, eliminating items that have been stored for years in the garage, attic, or more recently in a 
storage space you leased when you did your de-cluttering as part of the detailing of your home.  Go over 
those items carefully.  A lot of times, you boxed them up in your last move years ago “just in case” you 
needed them.  The rule of thumb is that if they have spent more than four or five years boxed up without 
being needed, you’re not going to need them in your new place, either.  So donate them, throw a garage 
sale, or throw them away. 

8.  On your moving day, be engaged with the movers.
Moving day can be difficult and stressful, but you will have a better experience if you fully engage with the 
movers and stay on top of everything. Be home when the movers arrive with everything you need to do 
already done, so you can focus on discussing delivery arrangements. When the moving out is complete, and 
you are ready for transport, make sure the movers have a number to reach you at, and that you have their 
number in case you want to contact them.  

9.  Pack your personal items separately and keep them segregated.
Even with the best movers, and the best intentions, delays can happen. That’s why you need to make sure that 
you separately pack your personal items: changes of clothes, medications, toiletries, etc.  The easy way to do 
this is just to imagine that you’re going on a three-day vacation or business trip, and pack a suitcase with 
everything you’ll need in those three days just in case the movers have difficulty getting to your new home.  
Even if the move can be completed in one day, and you’re not worried about that, having your “three-day 
vacation” suitcase separately packed allows you to unpack the rest of your stuff without the pressure of, say, 
trying to find the box that has your hair dryer.

10.  For truly valuable or irreplaceable items, keep them with you.
Even if you have great and trustworthy movers, you’re going to want to take certain items along with you, or 
have them shipped separately in fully insured packages with a shipping carrier.  Personal mementos, cash, 
coins, jewelry, precious photographs, and important papers should not be packed into a box and sent along 
with your clothes and books.  Keep them separate.

81Howard Hanna Rand Realty Buyers Orientation Guide



82

11.  Once your goods arrive, let the movers do the moving.
Let the movers do the work, you supervise. Make sure they get everything off the truck, and let them do the 
unpacking of the boxes while you tell them where everything should go.  Many people seem to feel guilty of 
making these poor movers carry all that heavy stuff, and they want to pitch in.  Don’t pitch in.  That’s not your 
job, that’s their job, and they’re getting paid for it. What you need to do is your job: supervise to make sure 
everything comes off the truck and the boxes are put in the correct rooms.

13.  Provide your crew with coffee, water, lunch, and a tip.
This is not required, but it’s always a good idea to have bottled water and coffee available for the movers 
when they arrive, and to offer to pick up pizza or a quick lunch while they’re working. It’s better for you to run 
out and buy them lunch than for them to take an hour off in the middle of the day.  And providing water and 
coffee is just humane for people who will spend hours lugging your things around.  If you get good service, 
and want to tip the crew, the best guideline we can give you is about $10-$25 per person who was part of the 
crew for the whole day.  As with all services like this, tips are not required but appreciated.

14.  Don’t move and close on the same day.
Finally, one last piece of advice about moving: don’t move on the day that you close on the sale.  A closing 
can be stressful event that doesn’t happen very often, and moving is a stressful event that doesn’t happen 
very often. There’s no reason to do them both on the same day. You should plan for your move a day or so 
before the closing, so you can get one big stressful day behind you before you turn to the next on

_______________________
BOX: Shopping List
Here are some of the items you need to buy in anticipation of your move, either for last minute clean-ups or 
packing:
cardboard boxes of various size
packing tape 
dark magic markers for marking boxes
twine
cleaning products
lots of paper towels, trash bags.
paper cups, plates, forks (you’ll need to eat)

_______________________
BOX: Beware of Movers
Here are some of the items you need to buy in anticipation of your move, either for last minute clean-ups or 
You should steer clear of movers who:
1.  Give you a lowball estimate well below other estimates.
2.  Will not give you a physical examination but insist on doing it over the phone.
3.  Charge you a large non-refundable deposit.
4.  Are not state or federally licensed.
5.  Will not give an estimate.
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A Moving Checklist
Here is a short checklist of some easily-forgotten items you should make sure get completed by the day of 
your move.

Fill out change of address forms with the Post Office
Send out “we’ve moved” messages to friends and family by email or mail.
Change your address on social media sites.
Notify your doctors and any pharmacies.
Notify the DMV.
Notify everyone’s job, school, or anyone else who sends important mail.
Notify your credit card companies.
Notify your bank.
Notify any other service that bills you regularly.
Start Utilities
Contact the Phone company about installing service
Start Newspaper delivery
Start Cable or satellite service.
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