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Anyone who has purchased a home or investment property understands how complicated and lengthy the real estate buying process is.  Buyer’s who are currently involved or thinking of buying a home or real estate investment may be overwhelmed at the process.  There are several parts of the process that everyone should know when preparing to purchase a home or investment property.

First: Get Pre-Qualified – this is the first step and often the one that de-rails the buying process early on.  Lenders can usually tell you in a matter of minutes how much house you can afford and borrow.  Once that information is known, you can start looking for a house and doing the paperwork to get Pre-Approved.  As mentioned in a previous article, the process is more stringent for investors as the property will not be your primary residence, but nonetheless make sure you are aware of the terms of the loan programs and what you can afford.

Second:  Research the areas you are interested in – Whether buying for investment or a primary residence, you must know your market.  I recommend driving through specific neighborhoods or areas before seeing properties as you will be able to eliminate at least half of your choices in advance.  By doing a drive by first, you can look at things like the proximity of the houses/neighborhoods to schools, interstates, shopping etc.  In addition you can see what is currently for sale and get pricing to see if it is in your pre-qualified range.  Remember, everything looks better on paper.  Meaning that if you are locating properties with the help of an agent or online by yourself the listings you are seeing are designed to get you to the house, so go with an open mind and your research cap on.
Third: Fees/Out-of-Pocket Costs -  While it is the norm to for the seller to pay some of the fees associated with buying a property (primary residence or investment) such as the Realtor’s commission and some negotiated closing costs, there are some up front fees that buyer’s should be aware of.  
A. Earnest Money – Earnest money isn’t necessarily a “fee” as it will be applied toward the purchase price at closing, but it is out-of-pocket prior to closing.  Earnest money is a “good faith” deposit that shows the seller that you are serious about purchasing the house and if the closing falls through, you could lose the earnest money depending on the reason. 

B. Inspections – getting a home inspected typically happens after a property is under contract and before closing.  This is an optional cost, but generally a good idea.  A typical inspection fee can run from $250-$350 and even higher in some cases.  This is a fee that is paid for by the buyer when it occurs. 

C. Termite Inspections – Most people don’t realize that termite inspections/letters are required by their lender not the state or state law.  Typically lenders require that there be a “clear” termite letter at the time of closing, meaning that there is no active infestation. When this is the case the Seller pays for the termite inspection the majority of the time.  However in the case of investment properties, more and more lenders are waiving the termite inspection for the purposes of getting the loan.  Again, it is a good idea to have a termite inspection done and if not required by the lender, this will be an additional out-of-pocket cost.  These costs vary greatly by pest control companies and the extent of the damage, if there is any.
These are just a few of the steps in the process that are often misunderstood or that buyer’s/investors need to know more about.  As always if you have questions on this or any investment article, feel free to call or email us.
