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Myke LaVenture  

Mortgage Planner, NMLS# 282849 

Office: 651-338-4377 • Fax: 612-304-1247 

mlaventure@waterstonemortgage.com 

www.mykelaventure.com 

 

Congratulations on your decision to buy a 
new home! We hope you find this Home 
Buyer Toolkit helpful. 

It provides helpful information to simplify the 
mortgage process and help you achieve 
your personal and financial goals. 
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Welcome to Waterstone Mortgage and the Home Buyer Toolkit!  Thank you for requesting this information. 

We have assembled several useful items to help you take advantage of the great environment for buying a 
home. 

Here is what you’ll find inside: 

· The 5 Cs of Homebuying  – What lenders look for – Quick Reference Sheet 
· New Home Profile  – Worksheet to help decide where and what type of home you want 
· Home Comparison Worksheet – Memory jogger to keep home showings straight. 
· Required Docs List  – Items to collect for your lender to make the pre-approval process smooth. 
· Shopping Around  – Questions to ask lenders as you decide where to get your financing.  
· Home Buying Process  – Understand the steps to home ownership. 
· DOs & DON’Ts  – Common mistakes that could hurt your approval status. 

We hope you find this information helpful!  At the end of the toolkit, you will find instructions on how to get 
started! 

Sincerely, 

 

Myke LaVenture 

Mortgage Planner (Coach) 
Waterstone Mortgage Corp. 
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1. Cash – How much money is available? 
· What is your net worth? 
· Can you handle the payments if your income stopped for any reason? 
· Are you making a down payment? 
· If there is a down payment, how much? 

Rule of thumb 

· Have at least 3.5% of your purchase price to put down (Can be a gift) 
· Should have 2 to 3 months of house payments in the bank after closing 

 
2. Collateral – What type of property are you buying ? 

· What type of real estate, condo, town home, single family, commercial, mixed-use, etc.? 
· What is the current market value of the real estate, and how was this determined? 
· What is the structure’s current condition and marketability in case of foreclosure? 

 
3. Credit History 

· What is the likelihood that you will repay the loan in a timely manner? 
· What is your past payment history to other creditors? 
· Is there a reasonable explanation for any challenges in your past? 

Rule of thumb 

· No late payments in the last 12 months 
· 4 credit lines open with 24 months history 
· At least one line with a limit over $1,000 

 
4. Capacity to Pay – Your Work and Income 

· Can you afford the new payment? 
· What is your likelihood of being able to continue to afford this new payment? 
· If you were to lose your current income stream, would you reasonably expect to 

replace that same income? 

Rule of thumb 

· Two years in the same line of work 
· Limit total home and credit payments to 40-45% of monthly, before tax income. 

 
Continued… 
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5. Change of Payment – “Payment Shock”  
· How much is your monthly housing payment increasing? 
· Where is the extra money coming from? 
· Will this cause a hardship? 

Rule of thumb 

· Monthly payment increase should be proportionate to income and savings history 
· Buying a home should not create problems paying for basic needs such as groceries, 

utilities, gas, clothing, etc. 

 

 

How much can I afford to pay monthly? 

A. Total Pre-Tax Monthly Household Income (That can be documented)  A. $________________ 
B. Total Monthly Household Income x 45% (.45)     B. $________________ 
C. Total Monthly Debt Payments (Cars, Credit Cards, Student Loans)  C. $________________ 
D. Calculate:  B – C = D. Maximum Monthly House Payment.   D. $________________ 
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An experienced mortgage consultant will help you evaluate your options, help you determine if 
there is a workable solution to any challenges and advise you on the best ways to become 
ready to start looking at homes. 
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We have created this profile to help you find just the right home. Your Realtor can provide a list of homes for 
sale that match your profile; and help you find the perfect home. 
 
Preferred Location (County) 
________________________________________________________________________________________ 
 
Monthly Payment Goal From $    to $    (including taxes and insurance) 
 
Price Range From $    to $     
 
Age Preference __New Construction  __<10 years old  __<30 years old  __other   
 
Preferred Number of Bedrooms __1    __2    __3    __4    __5    __more #______ 
 
Preferred Number of Bathrooms __1    __2    __3    __4    __5    __more #   
 
Preferred Square Footage  Between    and     square feet 
 
Preferred Property Type     __Single Family  __Condo  __Townhome  __Farm  __Other 
 
Preferred Home Style 
__1 Story __A-Frame  __Colonial  __Mediterranean __Other    
__1.5 Story __Bungalow  __Contemporary __Mobile Home __Tudor 
__2 Story __Cape Cod  __Log   __Split Level  __Victorian 
 
Preferred Interior Features 
__Basement __Finished Basement __Hardwood Floors __Tile Floors __Recreation Room 
__Central Air __Fireplace __Laundry Room __Workshop __Great Room 
__Den/Study __Formal Dining Room __Natural Gas Heat __Family Rm __Other________________ 
 
Preferred Garage   __1 or more  __2 or more  __3 or more  __4 or more  __attached parking 
 
Preferred Exterior Features 
__Boat facilities  __Fenced Yard  __Horse facilities  __Spa  __Swimming pool  __Tennis court 
 
Preferred Acreage     __<0.5 acres  __0.5 or more  __1.0 or more  __2.0 or more  __5 or more 
 
Preferred School District  Private School    
 
Preferred Schools    __Elementary   __Middle   __High   __College   __Other    
 
Is Being Close To Work Important? __Yes   __No 
If Yes, in which city do you work?          
 
Do You have A Preferred Suburb Where You Want To Li ve?      
 
Other Preferences?       
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Do you remember which house had the…? 
 
Copy this flyer, and as you are hunting for a new h ome, you can evaluate everything on paper before  
you make a decision. 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

  

Showing Date:        
 
Address:        
 
Price:         
 
Monthly P&I:         
 
Square footage:       
 
Type of construction:       
 
Architectural style:       
 
Number of bedrooms:       
 
Number of bathrooms:       
 
Kitchen size:        
 
Dining room size:       
 
Living room size:       
 
Family room size:       
 
Fireplace:        
 
Deck/Patio:        
 
Basement/Attic:       
 
Closet space:         
 
Garage:        
 
Utilities:        
 
Appliances:        
 
Décor (carpet, wallpaper, paint, tile):         ______ 
 
Neighborhood:            ______ 
 
School District:           ______ 
 
Distance to workplace:           ______ 
 
Extra notes:           ______ 

 
 
Miscellaneous things to remember 
about this property: 
 
_______________________________ 
 
_______________________________ 
 
_______________________________ 
 
_______________________________ 
 
_______________________________ 
 
_______________________________ 
 
_______________________________ 
 
_______________________________ 
 
_______________________________ 
 
_______________________________ 
 
_______________________________ 
 
_______________________________ 
 
_______________________________ 
 
_______________________________ 
 
_______________________________ 
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There is a difference between being “pre-qualified” and “pre-approved.” Pre-qualified means you have 
discussed your 5 Cs with a lender and you are likely to be able to purchase a home.  Pre-approved means the 
lender has reviewed documentation to support the 5 Cs and given you a pre-approval letter.   
 
Without a pre-approval letter, you cannot make an o ffer on a home. 
 
To get pre-approved, you must provide information t o your lender: 
 

�  Copy of your driver’s license (please enlarge) 

�  Last 2 years W2 statements from your employer 

�  Last 30 days worth of pay stubs 

�  Last 2 months of bank statements (checking/savings) - ALL PAGES 

�  Last quarter (3 months) of stocks/bonds/mutual funds/401K - ALL PAGES 

�  Name and number of your landlord to verify rental payments 

 

The following items may also be helpful if applicab le: 

�  If you are self-employed or commissioned please also include: 

o Last 2 years Individual tax returns (all pages and schedules) 

o Last 2 years Corporate tax returns (if applicable) all pages and schedules including K-1s 

�  Divorce decree or Court Order defining alimony or child support payments. 

�  Information on any deferred student loans.  What will the payments be when out of deferment? 

�  College transcripts (if graduated within the last 2 years) 

 

Keep in mind, the lender’s job is to advise you and help you get approved.  It is important to share any details 
that may help or hurt your approval so they can plan ahead and navigate the process without any surprises. 
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What is the next economic report  that could 
cause interest rates to move and why? 
Professional lenders will have this at their fingertips. Ask 
to see an up�to�date calendar of weekly economic 
reports and events that may cause rates to fluctuate. 
Interest rates can move on a daily basis. Understanding 
the market is crucial to locking into an interest rate at the 
right time! 

What impact does a Federal Reserve rate 
change have on mortgage interest rates? 
The answer may surprise you. When the Fed makes a 
move, it changes a rate called the “Fed Funds Rate.” 
This is a very short-term rate that impacts credit cards, 
Home Equity Lines of Credit, auto loans and the like. On 
the day of the Fed move, mortgage rates most often will 
actually move in the opposite direction of the Fed 
change. This is due to the dynamics within the financial 
markets in response to inflation. The Fed rate 
adjustments do NOT impact 
long-term fixed rates. Fixed rates are driven by the 
trading of mortgage bonds and are impacted by inflation 
news, NOT on Fed moves. 

  
 

 
 

 
  

One of the most important factors to consider 
when shopping for a lender is to make sure you 
are working with an experienced, professional 
loan consultant! 

The largest financial transaction of your life is far too 
important to place into the hands of someone incapable 
of advising you properly and troubleshooting the issues 
that may arise along the way. Unfortunately, many banks 
and mortgage companies that may appear to have the 
“lowest rate” will ultimately end up costing you in the 
long-run. 

Here are 4 questions your lender must absolutely be  
able to answer along with the “right” answers! 

Do you fund your own loans? 
The answer to this question needs to be a resounding 
YES. Given the uncertainty in today’s unstable mortgage 
market, it is crucial that you choose a lender who funds 
its own loans. Relying on a broker is placing your loan in 
the hands of the unknown. More than 150 lenders have 
closed their doors since late 2006 (see www.ml-
implode.com) and there have been countless stories as 
of late of homebuyers who have found their lender has 
folded days and sometimes minutes before closing on 
their new home! 

How are mortgage interest rates 
determined? 
The only correct answer is “Mortgage Backed Securities” 
or “Mortgage Bonds,” NOT the 10-year Treasury note, or 
any other index. While the 10-year Treasury note 
sometimes trends in the same direction as Mortgage 
Bonds, it is not unusual to see them move in completely 
opposite directions. DO NOT work with a lender who 
eyes the wrong indicators! The ability to help you make 
decisions as to when to lock an interest rate will be 
based on incorrect information! 
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Payment History – 35% Impact 
Paying debt on time and in full has the greatest 
positive impact on your credit score. Late payments, 
judgments and charge-offs all have a negative 
impact. Delinquencies that have occurred in the last 
two years carry more weight than older items. 

Outstanding Credit Card Balances – 30% Impact  
This factor marks the ratio between the outstanding 
balance and available credit. Ideally, the consumer 
should make an effort to keep balances as close to 
zero as possible, and definitely below 30% of the 
available credit limit as least 2 to 3 months prior to 
trying to purchase a home. 

Credit History – 15% Impact 
This portion of the credit score indicates the length 
of time since a particular credit line was established. 
A seasoned borrower will always be stronger in this 
area. 

Type of Credit – 10% Impact 
A mix of auto loans, credit cards and mortgages is 
more positive that a concentration of debt from 
credit cards only. You should always have 1 or 2 
major credit card accounts. 

Inquiries – 10% Impact 
This percentage is the credit score quantifies that 
number of inquiries made on a consumer’s credit 
card within a 12-month period. East hard inquiry 
can cost from between 2 to 25 points on a credit 
score, but the maximum number of inquiries that will 
reduce the score is 10. In other words, 11 or more 
inquiries within a 6- to 12-month period will have no 
further impact on a borrower’s credit score. Note 
that if you pull a credit report yourself, it will have no 
effect on your score.  

Continued…
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  What It Means to You as a Prospective  
Home Buyer 
The subject of credit scoring has become an 
increasingly hot topic and for good reason. For 
many years, the general public only associated the 
concept of credit scoring with the need to purchase 
high�ticket items such as a new car or a home. 
Today, credit scoring goes much further. Your 
credit score can affect your ability to get a good 
rate on commodities such as car insurance, cell 
phones or even determine whether or not you get 
the job or promotion that you want or deserve. 
Indeed, the financial snapshot provided by the 
credit score has also become a gauge for many 
employers, especially those who seek to place 
employees in a position of management or 
financial responsibility.  

Why Your Credit Score is So Important 
The scoring model seeks to quantify the likelihood 
of a consumer to pay off debt without being more 
than 90 days late at any time in the future. Credit 
scores can range between a low score of 300 and a 
high score of 850. The higher the score, the better 
it is for the consumer, because a high credit score 
can translate into a lower interest rate. This can 
save literally thousands of dollars in financing fees 
over the life of a loan. 

Only one out a 1,300 people in the United States 
has a credit score above 800. These are people 
with a stellar credit rating that get the best interest 
rate. On the other hand, one out of every eight 
prospective home buyers is faced with the 
possibility that they may not qualify for the home 
loan they want because they have a score falling 
between 500 and 600. 

The Five Factors of Credit Scoring 
Credit scores are comprised of five factors. Points 
are awarded for each component, and a high score 
is most favorable. The factors are listed in order of 
importance. 

�



�

�
Office 651-338-4377   www.mykelaventure.com   mlaventure@waterstonemortgage.com 
 

 
  

Remember that the credit score is a computerized calculation. Personal factors are not taken into 
consideration when a credit report is generated.  It is merely a snapshot of today’s credit profile for any 
given borrower, and it can fluctuate dramatically within the course of a week. 

How Does a Low Credit Score Affect My Interest Rate? 
Lenders estimate your ability to pay back money based on your credit score. The risk factor they take on 
is built in to your interest rate as a financing fee. Therefore, a low credit score results in a higher interest 
rate, and a higher amount of interest being paid over the total life of the loan. 

A borrower with a credit score of 620 would be questionable to an underwriter. While the lender may 
agree to provide financing, the increased interest rate is factored into the monthly payment. The 
following chart illustrates the difference in the amount of interest paid over the life of the same loan with 
three different credit score scenarios. 

() -�����*�+�%�������������"�����#���,
���-�
����
��./� )0)))  

A borrower who increases his or her credit score from 620 to 720+ can potentially save $289 per month 
on mortgage payments, $3,468 per year, and approximately $104,323 over the life of the 30-year loan. 

FICO Score  APR Monthly Payment  Interest Paid  
Above 720  4.990% $1,341 $232,590 
700-719 5.115% $1,360 $239,485 
657-699 5.653% $1,444 $269,683 
620-674 6.80% $1,630 $336,913 

Below 620 
People with scores below 620 aren’t usually accepted for 
this type of loan any longer. 

�
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Here is a list of helpful tips to ensure an effortless loan process. These DOs and DON’Ts will help avoid any 
delays with your loan approval. 

 -��� ��������������
�������+����������
����  
 -��� ����#��
����������
�������������#�
���  
 -��� ����#��
�������������������
�#���  
 -��� ��
������������������
���������������%����  
 -��� ��
��������
������
������%�������
����  
 -��� �������������
�����������$�����
��  
 
 -������ ����������1
��#��������2���0�3
��0����0�1������0����4 5 
 -������ ��##����
���������%���2���������
�������#�� -�##�
��%5  
 -������ �
#������������%������%  
 -������ ��������������3����������
��
������
�����
���
����  
 -������ �#���
����������
��������
�����%�������
����������� ����  
 -������ �#���
����
������
�������
�����%�������
����������� ����  
 -������� 3����������������  
 -������ ���
����������%������%����
����  
 -������ ��������3�������
����  
 -������ ���+�
���
��
����������
���
������%������%����
����  
 -������ ��
��
��%�����
���%�3��
��
�6�
��/����%������%�  
 -������ ������
����������
��  
 -������ ������������
�����#�
�������#�
1����  
 -������ ������������������������%�����#�
��%���  
 -������ �
#������������������#�
������
���  
 -������ �1
��������������������3  
 -������ �#���
��������
����
�����%������%������
���%������� �������������  
 

7���
�����
���������#�������������
�0�������3�����
 ������
������
���������  
������
�����������#��
��%�������������3���������
�� ��������
����
���4  

 
 

 
 
 

 



�

�
Office 651-338-4377   www.mykelaventure.com   mlaventure@waterstonemortgage.com 
 

 
 
 
&
������������%��
����
����##������
�4�!
������8  
 

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 

 
 

THE MORTGAGE APPLICATION TIMELINE 

 
1. Borrower signs the formal loan application and 

submits needed documents. (1 day) 
2. The loan application is processed. During this 

time, the appraisal is ordered as is any title work, 
employment verification and tax transcripts. The 
borrower can gather and submit any information 
not submitted when the application was signed 
and received by Waterstone. (5-10 days) 

3. The application is submitted to underwriting. 
(2-3 days) 

4. When the application is returned from 
underwriting, there usually are conditions that 
need to be cleared. Waterstone will work with the 
borrower and the other parties involved in the 
transaction to collect needed conditions. (1-3 
days)* 

5. Conditions are submitted to underwriting and the 
application will most likely be cleared to close. 
(1-2 days) 

6. The loan processor orders a closing package 
from Waterstone’s closing department. (1 day) 

7. The closing department sends the lender’s 
closing package to the closing agent who creates 
the final settlement statement (HUD-I) for lender 
and realtor approval. (1-3 days) 

8. The borrower will schedule a time and place for 
the closing with the closing agent and the realtor 
(purchase transaction only). (1 day) 

9. When the HUD-1 is approved by Waterstone and 
the realtors, the borrower receives a copy of the 
HUD-I and is informed of the final dollar figure 
needed at closing. Waterstone will provide this 
information to the borrower 48 hours prior to 
closing. (1 day) 

10.Borrowers should plan on the closing to take 
45 – 90 minutes. 

 

Here’s what you can expect from the 
Waterstone Mortgage Corp. team: 

COMMUNICATION: You’ll be hearing from us a lot. 
We will notify you and the realtors when we: 
Receive your appraisal; submit your loan to 
underwriting; receive your application from 
underwriting; obtain a final underwriting approval 
and receive your final settlement statement (HUD-I) 
from the title company.  

ADDITIONAL DOCUMENTATION : We cannot 
stress enough how important it is that you provide 
all requested documentation in a timely manner. If 
you do not, your closing date is in jeopardy. Within 
a week from when you sign your loan application, 
you need to get us all the requested 
documentation. Also, during the underwriting 
process, you may be asked for additional 
information referred to as “conditions.” 

SOLIDIFY YOUR HOMEOWNER’S INSURANCE  
(purchase transaction only): It is your responsibility 
to obtain homeowner’s insurance. If you need a 
quality insurance agent, we will be more than 
happy to recommend an agent. Your homeowner’s 
insurance must be in place at least 10 days before 
your closing date. If your insurance agent needs 
information from us, please direct the call to:��

Nicole Zimmer  
Licensed Agent in WI and MN 

Hudson Insurance Agency 
715-381-2846 Phone 

www.hudsoninsuranceagency.com 
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total closing costs. Closing costs consist of fees for the 
lender, appraisal, the credit report, title company, 
government, a survey and a realtor transaction. Pre-paid 
expenses consist of a full year of homeowner’s insurance 
paid at closing, pre-paid interest and the establishment of 
your escrow account. Total closing costs will vary from 
property to property, seller to seller, sales price to sales 
price. However, on the average you should expect your 
total closing costs to range between $4,000* (smaller 
loan amounts / sales prices) and $8,000* (higher loan 
amounts / sales prices).  

* Not included in factoring your total closing costs is an owner’s 
title insurance policy and document stamps on the seed as 
these are costs paid for by the seller on the majority of 
transactions. If you pay these items as the buyer, your total 
closing costs are estimated to be higher by 1.25% of your sales 
price. 

Q: What is Waterstone Mortgage’s rate? 

Answer: This is a simple yet difficult question to answer. 
First, mortgage rates change on a daily basis and 
sometimes up to three times a day. Mortgage rates are 
determined by bond activity, specifically Mortgage 
Backed Securities. The daily trading and movement of 
Mortgage Backed Securities is one of the reasons 
quoting an interest rate can be difficult. Unless the 
borrower is ready to lock in a rate, we are chasing a 
moving target. Additionally, there are more than 20 
criteria that will affect an interest rate. Items such as 
credit score, loan amount, term of loan, lender fees, 
lender credits, occupancy type, loan to value, loan 
program, length of lock and other factors determine a 
person’s interest rate. The only accurate interest rate 
quote comes after the mortgage consultation and pre-
approval are completed. Then, the interest rate quoted 
might only be valid for a few hours on the day it was 
quoted unless the client locks in immediately.  

Q:  Why do I see lower rates in the newspaper 
and on the internet? 

Answer: This is easiest answered with a quote from an 
anonymous advertising executive who was famous for 
telling his clients, “It is my job to make your phone ring, it 
is your job to train your employees to sell.” Simply put, 
mortgage interest rates quoted in newspapers or on 
websites are nothing more than advertisements set forth 
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Q: Why work with Waterstone Mortgage?  

Answer: We are the best of both worlds. We have the 
power of a mortgage banker with the flexibility of a 
mortgage broker. In simpler term, think of it this way: 
You most likely are able to buy a candy bar at the local 
car wash. But do you go to a car wash to just buy 
candy? No. If you want candy, you go to a candy store. 
So why would you go to a bank for your mortgage when 
originating mortgages is only a small percentage of what 
your bank does? But on the other hand, the issue with a 
mortgage broker is that a broker lacks the control you 
should have for the most important transaction of your 
life because they are not backed by a bank. Obtaining a 
mortgage from a mortgage broker is too risky in today’s 
mortgage environment because of that lack of control. 
Waterstone Mortgage is backed by WaterStone Bank 
SSB but NOT RUN by the bank. We are a mortgage 
company that specializes in mortgages 365 days a year. 
We use WaterStone Bank’s almost $2 billion in deposits 
and Waterstone Mortgage’s $5+ million in net worth to 
secure the best option for you. Yes, we shop for the best 
rate BUT also control the processing, underwriting and 
funding of our loans. It’s the best of both worlds and it’s 
a place that fewer and fewer mortgage lenders can get 
to these days. 

Q: For what exact sales price should I search?  

Answer: Most likely, you will have a sales price range 
rather than an exact amount. This range is based on 
either the maximum payment you which you qualify or 
your maximum comfortable payment, whichever is less. 
The total payment is a combination of several things: 
principle and interest on the note, real estate taxes, 
homeowner’s insurance, mortgage insurance (where 
applicable) and homeowner association (HOA) dues. 
Because taxes and HOA dues will vary drastically from 
property to property, zeroing in on a specific sales price 
is difficult. This is the reason to keep in contact with your 
Waterstone mortgage professional when you want to 
write an offer. He or she will be able to let you know the 
maximum amount you can offer and how best to 
structure it.  

Q: What are closing costs and how 
much are they?  

Answer: There are closing costs and there are pre-paid 
expenses. Together they are commonly referred to as Continued… 
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to make the phone ring. They usually come with some 
sort of asterisk (*) and / or disclaimers. These 
advertisements are designed to get potential clients to 
call. Once the call is placed, it’s up to the person 
answering the phone to SELL the caller on why the rate 
advertised is not available. If the rate is available, it is 
only with THOUSANDS of additional dollars in lender 
fees. These costs are typically discount points, 
origination fees, broker fees, etc.  

Q: When do I lock in my interest rate?  

Answer: Interest rates are locked into the property 
address as much as the individual financing the property. 
Therefore, an interest rate will not be locked in until a 
property is under contract. The sales contract will let us 
know for how long we need to lock in the rate and the 
specific dollar amount of the loan. However, an interest 
rate does not have to be locked as soon as one goes 
under contract. The borrower is allowed to float a rate for 
up to eight days before the closing date. When a rate is 
not locked, it is considered “floating.” When an interest 
rate is floating, there is risk that the rate will increase due 
to changing market conditions. Conversely, the risk pays 
off if rates dropped due to a market rally.  

For refinance transactions, rates should always be 
locked as soon as the homeowner is ready to move 
forward with the transaction.  

Q: Is there a fee to lock in my interest rate? 

Answer: No. Just like there is no fee to become pre-
approved, Waterstone Mortgage does not charge you a 
fee to lock in your interest rate.  

Q: Can I lower my rate after I have already 
locked in if rates drop? 

Answer: In most cases, the answer is “no,” just as the 
lender cannot raise the borrower’s rate once he / she is 
locked. By locking in a rate, the borrower is protecting 
him or herself from rising rates. However, there are 
special circumstances to “renegotiate” a rate if there is 
substantial movement in the market. These opportunities 
are rare but available if needed.  

Q: What are discount points and  
should I pay them? 

Answer: One discount point equals 1% of the loan 
amount. A borrower should only pay discount point in 
exchange for a lower interest rate. The IRS deems a 

discount point to be pre-paid mortgage interest. 
Mortgage interest is tax deductible. Before deciding to 
pay points, a buyer should ask a Waterstone mortgage 
professional to run a “cost to break-even,” which is the 
time it will take to recuperate the initial investment. For 
example, if the discount point equals $1,000 and that 
one-time charge of $1,000 lowers the interest rate by 
.25%, which then lowers the monthly payment by $25 
per month then the cost to break even is 40 months 
(1,000 divided by 25 equals 40). Now, the borrower 
needs to decide if paying $1,000 upfront to save $25 per 
month is in their best financial interest. There rarely is a 
right or wrong answer, just a personal preference.  

In some cases, a borrower may pay a loan origination 
fee in exchange for a lower rate much like a discount 
point. Also, certain niche or portfolio products are priced 
with mandatory discount points. 

Q:  What is an “Escrow Account” and do I have 
to have one?  

Answer: Your escrow account is a small reserve 
account held by the lender from which the yearly real 
estate taxes and homeowner’s insurance renewal are 
paid. When a person obtains a new mortgage, a portion 
of money is set aside to establish the escrow account. 
(For a purchase transaction, this is usually 2 to 3 months 
of insurance and 3 to 4 months of taxes. Refinance 
transactions vary based on time of year and the 
insurance renewal date.) Each month, a portion of the 
mortgage payment funds the escrow account to ensure 
there is enough money set aside when the tax bill and 
insurance renewal are due. The lender will use the 
money to pay these items on behalf of the mortgage 
holder.  

Escrow accounts are required on all FHA, VA and USDA 
loans. Conventional loans will allow a homebuyer to 
“waive” an escrow account if there is a 20% or more 
down payment on the transaction. For refinance 
transactions, the home will need to have a 20% + equity 
position. Often, there is a one-time fee to waive an 
escrow account. That fee varies from .25% to .375% of 
the borrower’s loan amount. Specialty and niche 
products have varying rules for waiving escrows. .  

Q: Who is responsible for my homeowner’s 
insurance and when is it selected?  

Answer: Homeowners get to choose their own 
homeowner’s insurance. Insurance decisions are made 
after a homebuyer is under contract and a loan 

Continued… 



�

�
Office 651-338-4377   www.mykelaventure.com   mlaventure@waterstonemortgage.com 
 

application completed. This should be done at least 10 
days before the buyer’s closing date. If a homebuyer 
needs a recommendation to a solid insurance agent, a 
Waterstone Mortgage professional can refer an 
insurance agent. With most purchase transactions, the 
homeowner’s insurance premium is paid at closing as a 
part of the buyer’s total closing costs. During hurricane 
season for June 1 to November 30, The homebuyer is 
advised to “bind” the policy well before closing. Even 
though a policy is bound, it does not mean the policy has 
to be paid. A homebuyer can bind a policy before closing 
and pay for it at closing.) 

Q: When will I receive my final figure needed 
for closing?  

Answer: The final figure (or cash needed to close) is 
typically given to the borrower 48 hours prior to closing. 
The figure comes from the closing agent (whether 
attorney or title company) after the lender’s closing 
package is received. The final figure is displayed on the 
HUD-I settlement statement. The closing agent prepares 
the HUD-I and then sends it to the lender to approve. 
Once approved, the lender sends the HUD-I to the 
borrower to review. The borrower must get a cashier’s 
check made out to the closing agent for the amount 
needed. The borrower may be required or may chose to 
have the funds wired to the closing agent instead of 
getting a cashier’s check. 

Q: What is an APR?  

Answer: APR stands for Annual Percentage Rate, 
usually associated with the interest rate for your 
mortgage loan. The APR is the cost of credit expressed 
as an annual rate. Because there are closing fees 
associated with obtaining a mortgage loan, the APR 
almost always will be higher than the actual interest rate. 
Charges that affect an APR are: discount points, 
origination fees, lender fees, pre-paid interest, up-front 
mortgage insurance premiums (FHA loans), funding fees 
(VA and USDA loans) and title company’s / closing 
attorney’s charges. APR can also be thought of as what 
the interest rate would be if no closing costs were paid. 
APR was supposed to make it easier for consumers to 
shop for the best mortgage loan. However, APR can 
become a bit convoluted and difficult to follow for some 
borrowers, especially on ARM products (adjustable rate 
mortgages). The easiest way to compare two lenders is 
to compare loan program to loan program, interest rate 
to interest rate and then lender costs with lender costs. 
This is called an “apples to apples” comparison. 

 
 

  
Q: What items will I need for my 
formal loan application?  

Answer: Exact items will vary from transaction to 
transaction. All clients of Waterstone Mortgage will 
receive a specific list of documents needed from their 
Mortgage Advisor at the time of formal loan application. 
However, the basic need documentation is (copies are 
fine): Social Security card, driver’s license, 30 days’ 
worth of pay stubs, most recent two years’ worth of W-2s 
/1099s and tax returns, 60 days of bank / asset 
statements, fully executed sales contract and copy of the 
good faith deposit check. If the borrower is self 
employed, the previous two years’ worth of business tax 
returns will be required as well. There is additional 
documentation if: the borrower(s) is not a U.S. citizen, 
gift money is being used for down payment, the 
borrower(s) own multiple properties, etc. 
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Thanks for reviewing The Home Buyer Toolkit!  Hopefully we have answered some of your questions.  But 
we’ve been around long enough to know that you will have more.  So give us a call.  That’s what we’re here 
for! 
 
If your feel you are ready to begin the process or even to just take the idea for a test drive, let us help you 
determine the best way to move forward.  Waterstone Mortgage has 31 branches across the country to serve 
you. I can be found at www.mykelaventure.com   
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