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How	to	estimate	pre	approval	for	home	loan

As	a	rule,	homeowners	and	real	estate	agents	ask	for	proof	that	a	lender	has	pre-approved	a	buyer	for	a	mortgage	before	they	agree	to	show	the	property	they	have	on	the	market.	The	practice	protects	the	seller	from	unsavory	surprises.	It	also	clarifies	for	home	buyers	the	maximum	price	they	can	afford	on	their	income.	Before	lenders	issue	loan	pre-
approval	letters,	they	review	prospective	home	buyers’	credit	history,	obtain	proof	of	their	income	and	verify	the	ownership	and	value	of	the	assets	the	applicants	declare.	But	because	such	unpredictable	events	as	medical	emergencies,	job	layoffs	and	investment	losses	can	quickly	change	a	buyer’s	financial	status,	lenders	establish	an	expiration	date
for	the	pre-approval	letter.	The	lending	institution	decides	how	long	its	pre-approval	letter	is	good	for.	If	you	still	haven’t	found	a	house	past	the	expiration	date,	you	must	submit	updated	documentation	to	the	bank	for	a	new	letter.	In	an	article	for	SmartMoney.com,	real-estate	columnist	Lisa	Scherzer	says	that	typically	a	loan	pre-approval	is	valid	for
90	days.	Ask	the	mortgage	officer	assisting	you	when	your	letter	expires.	The	mortgage	pre-approval	letter	lists	the	duration	of	the	loan	the	prospective	buyer	pre-qualifies	for,	how	much	money	he	may	borrow	and	at	what	interest	rate.	This	information	helps	buyers	to	narrow	their	house	search	to	the	properties	whose	price	falls	within	the	loan’s
limit.	On	its	website	Realtor.com,	the	National	Association	of	Realtors	also	says	that	being	pre-approved	expedites	the	home-financing	process	after	a	buyer’s	offer	on	a	house	is	accepted.	According	to	the	organization,	prospective	buyers	usually	get	only	10	days	to	apply	for	a	loan	from	the	day	they	find	a	property	--	hardly	enough	time	to	screen
lending	institutions	and	sort	through	all	the	mortgage	packages	available.	The	pre-approval	letter	verifies	for	the	seller	that	the	buyer	is	creditworthy.	This	prevents	the	disappointment	that	comes	when	the	buyer	cannot	obtain	a	loan	after	his	offer	is	accepted.	Besides,	considering	all	the	paperwork	involved	in	obtaining	the	pre-approval,	the	letter
also	confirms	that	the	buyer	is	serious	about	purchasing	a	house,	not	simply	curious	to	see	what	it	looks	like	inside.	Make	an	appointment	with	a	loan	officer	at	two	or	three	mortgage	lenders.	Find	out	in	advance	what	documents	you	should	take	along.	At	a	minimum,	be	prepared	to	provide	bank	statements,	tax	returns,	W2s	and	pay	stubs,	your	Social
Security	number	and	revolving-debt	balances.	After	reviewing	your	records,	the	loan	officer	tells	you	what	mortgage	programs	you	qualify	for	and	helps	you	to	choose	the	one	that	best	suits	your	current	situation.	You	want	to	buy	a	home	and	need	a	mortgage	loan	to	do	it.	Before	you	go	shopping	for	homes,	it's	wise	to	learn	exactly	how	much	home
you	can	buy.	Getting	preapproved	for	a	mortgage	loan	will	give	you	this	information.	To	get	the	best	interest	rate	and	terms,	you	can	seek	preapproval	with	any	mortgage	lender	licensed	to	do	business	in	your	state.	When	mortgage	lenders	preapprove	you	for	mortgage	loans,	they	tell	you	exactly	how	much	money	they	are	willing	to	lend	you.	A
preapproval	differs	from	a	prequalification	in	an	important	way.	During	a	prequalification,	a	lender	will	determine	how	much	of	a	mortgage	loan	you	can	afford,	but	won't	verify	your	income	or	debts.	In	a	preapproval,	you'll	have	to	provide	your	lender	with	proof	of	your	income,	debts	and	assets.	Armed	with	this	financial	information,	your	lender	will
determine	how	large	of	a	monthly	mortgage	payment	--	and	how	large	of	an	overall	mortgage	loan	--	that	you	can	afford.	You	can	get	preapproved	with	any	mortgage	lender	that	can	legally	do	business	in	your	state.	Many	borrowers	call	several	lenders,	first	asking	them	about	their	interest	rates	and	fees.	By	shopping	around,	you	can	increase	your
chances	of	getting	a	mortgage	loan	at	the	best	price.	Once	you	settle	on	a	lender,	ask	for	a	preapproval.	Your	lender	will	request	that	you	send	copies	of	such	financial	documents	as	your	last	two	paycheck	stubs,	last	two	months	worth	of	bank	statements	and	last	two	years	income-tax	returns.	Your	lender	will	use	these	documents	to	verify	your
income.	You	might	also	have	to	send	copies	of	your	credit-card	statements,	most	recent	car-loan	payment,	retirement-account	statements	and	other	documents	that	show	how	much	you	make	and	how	much	you	owe.	After	studying	your	documents,	your	lender	will	send	you	a	preapproval	letter	stating	how	many	mortgage	dollars	it	is	comfortable
lending	you.	By	knowing	exactly	how	much	mortgage	money	is	available	to	you,	you	won't	waste	time	looking	at	homes	that	are	out	of	your	price	range.	And	if	you	are	preapproved,	you	are	a	more	attractive	buyer.	In	a	bidding	war	over	a	home,	the	seller	is	more	likely	to	choose	buyers	who	have	already	been	preapproved	for	mortgage	financing	than
those	who	have	not.	Preapproved	buyers	are	not	as	likely	to	drop	their	offers	because	they	can't	get	the	money	they	need	to	finance	a	home	purchase.	Even	if	you	receive	a	preapproval	letter	from	a	mortgage	lender,	you	don't	have	to	work	with	that	lender	when	you've	found	a	home	and	are	ready	to	take	out	a	loan.	You	can	still	shop	with	other
lenders	for	better	rates	and	fees.	If	you	don't	find	any	better	offers,	you	at	least	know	that	you	can	get	mortgage	financing	from	the	lender	that	has	conditionally	preapproved	you.	Also	keep	in	mind	that	the	preapproval	usually	expires	after	90	days	and	may	have	to	be	renewed	if	you	have	not	settled	on	a	home	to	buy.	Photo	Courtesy:	Westend61/Getty
Images	The	home-buying	process	can	be	equal	parts	exhilarating	and	terrifying.	So,	how	can	would-be	home	buyers	take	some	of	the	stress	out	of	the	process?	If	you're	staring	down	a	hefty	mortgage,	applying	for	loan	pre	approval	can	be	a	great	first	step.	In	fact,	in	some	of	the	toughest	real	estate	markets,	a	loan	pre	approval	can	be	a	great	entry
point.	And,	surprisingly,	loan	pre	approvals	are	not	that	difficult	to	qualify	for,	so	long	as	a	person	has	a	solid	financial	standing.	So,	what	are	the	best	benefits	of	loan	pre	approval?	We're	taking	a	closer	look	here.		There	are	several	steps	in	the	mortgage	loan	process.	After	buyers	find	a	mortgage	lender	(or	two	or	three)	that	they	would	like	to	work
with,	the	buyer	will	first	have	the	opportunity	to	become	prequalified	for	a	loan.	At	this	stage,	the	buyer	answers	questions	for	the	lender	about	their	income,	assets,	and	debts.	Once	the	lender	receives	all	the	information	they	need	about	the	buyer,	they	run	a	soft	credit	check	—	that	is,	a	credit	check	that	won't	impact	your	credit	score.If	the	lender
likes	the	information	the	buyer	has	provided,	the	lender	will	give	the	buyer	a	mortgage	loan	pre-qualification.	This	is	a	rough	estimate	of	the	kind	of	loans	and	amount	of	money	the	buyer	might	be	able	to	get	from	the	lender.	While	loan	pre-qualification	is	a	good	sign,	many	sellers	and	real	estate	agents	require	buyers	to	take	the	process	one	step
further.		Photo	Courtesy:	sturti/Getty	Images	That	is,	loan	pre-qualifications	are	not	guarantees	that	a	buyer	will	be	able	to	get	a	loan.	To	make	the	pre-qualification,	the	lender	has	relied	largely	on	the	buyer's	word.	To	actually	give	a	loan	for	hundreds	of	thousands	of	dollars,	the	lender	will	want	to	verify	everything	the	buyer	says.	If	the	buyer	wants
to	move	forward,	the	buyer	will	need	to	complete	a	loan	application	to	receive	a	mortgage	pre-approval.The	loan	application	involves	a	hard	credit	check	—	and	the	lender	will	need	check	stubs,	bank	statements,	tax	returns,	and	other	financial	documents	to	prove	how	much	money	you	make,	how	much	money	you	have,	and	how	good	you	are	at
paying	your	bills.	After	all	of	that	information	is	gathered	and	analyzed,	the	lender	will	provide	the	buyer	with	a	mortgage	loan	pre-approval.In	essence,	a	pre-approval	is	a	time-sensitive	letter	that	states	how	much	a	lender	is	willing	to	loan	a	buyer.	In	many	cases,	these	letters	expire	if	a	loan	is	not	acted	upon	in	three	months,	but	the	exact	timing
depends	on	the	company.	HGTV	has	made	shopping	for	a	new	home	a	bit	of	a	fantasy.	Going	to	see	a	home	is	not	as	easy	as	having	a	quick	chat	with	a	real	estate	agent	and	then	going	on	a	tour	of	three	fantastic	possibilities.	Many	real	estate	agents	instruct	potential	buyers	to	get	a	mortgage	loan	pre-approval	before	they	start	shopping.	Some	won't
even	work	with	buyers	who	do	not	have	a	pre-approval.		Photo	Courtesy:	Peter	Dazely/Getty	Images	It's	also	becoming	quite	common	for	sellers	to	be	stringent	about	pre-approvals.	In	some	listing	instructions	—	the	rules	of	engagement	a	real	estate	agent	has	to	read	before	booking	a	home	for	showing	—	sellers	specify	that	buyers	must	have	a	pre-
approval.	As	such,	a	seller	can	reject	or	refuse	to	even	consider	an	offer	if	a	buyer	does	not	have	a	pre-approval.	In	many	states,	the	necessity	of	the	buyer	having	either	a	pre-approval	or	a	letter	from	the	bank	indicating	that	the	buyer	can	pay	in	cash	is	even	written	into	the	suggested	sales	contracts	used	for	real	estate	transactions.	Buying	a	home	is
an	emotional	process.	Whether	you're	moving	across	a	city	or	across	the	country,	it	involves	packing	up	your	entire	life	and	taking	it	to	another	place.	The	purchase	of	a	new	home	requires	finding	a	new	place	of	retreat	where	you	can	feel	safe	and	sound.	If	a	loan	is	involved	in	the	process	—	and	it	is	for	most	people	—	the	purchase	of	a	new	home	also
requires	a	hefty	financial	commitment,	which	can	be	rather	stressful.Amid	the	emotional	roller	coaster	that	is	the	home-buying	process,	the	last	thing	a	buyer	needs	is	to	be	disappointed	by	realizing	that	homes	they've	got	their	hearts	set	on	are	woefully	out	of	their	price	range.	Mortgages	are	not	like	groceries,	cars,	and	other	commodities	that
people	deal	with	every	day.	Qualifying	for	a	mortgage	is	not	as	simple	as	having	a	"good	job."	In	fact,	two	people	who	make	the	same	amount	of	money	could	qualify	for	drastically	different	mortgage	amounts	if	their	overall	financial	pictures	differ.	So,	spare	yourself	the	heartache	of	getting	attached	to	something	that	you	won't	be	pre-approved	for	in
the	long	run.	In	the	end,	this	will	save	you	time,	too.		Contract	law	and	real	estate	standards	differ	from	state	to	state,	but	in	most	cases,	a	real	estate	sales	contract	says	that	the	buyer	truly	intends	to	purchase	the	home.	There	are	fees,	such	as	due	diligence	and	earnest	money,	that	a	buyer	pays	to	the	seller	to	show	their	sincerity	in	buying	the	home.
If	a	buyer	backs	out	of	the	contract	because	a	loan	does	not	go	through,	the	buyer	may	lose	out	on	those	fees.	The	fees	are	negotiable,	but	it	is	not	unheard	of	for	them	to	be	in	the	range	of	the	tens	of	thousands	of	dollars.			Photo	Courtesy:	Granger	Wootz/Getty	Images	When	you	get	your	heart	set	on	purchasing	a	home,	obtaining	a	loan	pre-approval
may	seem	like	a	pesky	roadblock.	There	are	so	many	steps	in	the	process	—	and	there	are	so	many	documents	to	produce	—	but	it	is	so	very	worth	it.	In	all	likelihood,	your	home	will	be	your	biggest	investment,	and	you	need	to	know	how	much	you	can	afford	to	put	into	it.	So,	don't	put	the	cart	before	the	horse:	take	the	time	to	obtain	a	pre-approval
first.		
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