The provided information is a service by the Financial Readiness Center (FRC – Contractor Supported) of Army Community Service (ACS).  Clients and readers are responsible for making their own decisions on actions to take.  From time to time, information with topics of career development, personal finances, or consumer affairs could be of great interest to the extended Arsenal community.

The information presented below is neither an endorsement nor any sort of recommendation.  This information is not intended to replace the advice of a qualified attorney, tax adviser, financial adviser, or insurance agent.  The provided information does not endorse an organization nor make guarantees.  The provided information is not a recommendation; clients are responsible for making up their own decisions.  This information should not be considered an exclusion of other reputable, professional organizations, products or services.  Before making any financial commitment, consult the appropriate professional adviser.  The information is provided only for educating readers in order to broaden their knowledge of options that may be available.  For this educational purpose, the following information is provided.  

Buying a Home: How much can you afford?

An e-article provided by Iowa State University

Buying a home is a great accomplishment and a great investment- if you do it right. There is no question that owning your own home is better than renting because you earn equity in your house, but it is important to know that you are in a good financial position before making such a big purchase. There are a few things you should consider before you buy a home. 


Lending institutions are not going to lend you an unlimited amount of money. They take into consideration things like your financial history, your ability to pay, and the appraised value of your home. They use this information to decide how much money they will lend you, and so this is the amount of money you can afford to spend on a home. When considering your financial history, lenders will look at things like your credit score and credit report to see how you have handled debt in the past. They calculate your ability to pay through the use of ratios. As a general rule, lenders compare your ability to pay to your monthly income. They don’t like to see your housing costs exceed 28% of your income. They also take into account other debts that you need to pay. This debt should not exceed 36% of your monthly income. That means that they allow 8% of your monthly income for other debts like car payments, credit cards and student loans. Lenders also look at the appraised value of the home you are buying. The general rule is that you have to come up with 20% down payment of a house, but many lenders will allow you to pay much less.  If you are a first time homebuyer, there are government programs available that can assist you with your down payment so you don’t really have to put any money down at all.

So as an example, if you are making $50,000 per year and you are paying $500 per month in other debts and no money in the bank, with an interest rate of 6.25%, you should be able to afford a home that costs $126,000. Your monthly payments would be $1000 per month. 
If you want a personalized estimate of the price of home you can afford, please visit the MyFICO website at http://www.myfico.com/CreditEducation/Calculators/MortgageQualifier.aspx . Here, you can put in some numbers and see what you could afford under differing circumstances.  [This is a commercial web site – you are responsible for caution on requesting any for-fee services.  The basic mortgage qualifying calculator is free.]
The Financial Readiness Center (FRC) of Rock Island Arsenal’s (RIA) Army Community Service (ACS) is located in building 110, 1st floor, southeast wing.  If additional information or assistance is desired, call (309) 782-0815 or email:
ROCK-ACS@conus.army.mil .  Military and civilian personnel are gently reminded to account for their duty time with their supervisors.

See www.riamwr.com/acsnew.htm 
