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FINANCIAL MATTERS

3 tips that first-time home buyers should know

EAL estate
has garnered
considerable

attention since 2020,
and for good reason.
Though speculators and
real estate professionals
may point to a number
of variables that have
affected the market for
homes in recent years,
the pandemic certainly
was among those factors.
Real estate prices and
mortgage interest rates
increased significantly
during the pandemic and
haveremained well above
pre-pandemic levels ever
since.

The spike in home
prices and interest rates

has had a significant
impact on young home
buyers, some of whom
feel as though their dream
of home ownership may
never be realized. And
data from the National
Association of Realtors
indicates the median age
of home buyers is now
significantly higher than
it was two decades ago.
In 2023, the median age
of buyers was 49, which
marked an increase of
10 years compared to
the average buyer age 20
years ago.

First-time home buy-
ers may face a more
challenging real estate
market than they would

have encountered just
a half decade ago. The
following three tips can
help such buyers success-
fully navigate the market
as they look to purchase
their first home.

1. Expect to move
quickly. Inventory re-
mains very low, which
means buyers are in
heated competition for
the few homes that are on
the market. In late 2023,
NAR data indicated the
rate of home sales were
the lowest they had been
in 13 years, so buyers
will likely need to move
quickly and make an offer
if they see a home they
like, as chances are the

property won’t be on the
market too long before
it’s sold. In fact,the NAR
noted thathomes spentan
average of just 23 days
on the market in October
2023.

2. Apply for mortgage
preapproval. The com-
petitive nature of the
market for buyers means
it’s in their best inter-
ests to arrange financing
prior to beginning their
home search. Amortgage
preapproval can be a
competitive advantage,
as it indicates to sellers
that buyers won’t be de-
nied a mortgage or lack
financing after making
an offer. The financial
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experts at NerdWallet
note that buyers will be
asked to provide details
about their employment,
income, debt, and fi-
nancial accounts when
applying for mortgage
preapproval. Gather this
information and clear up
any issues, such as credit
disputes or delinquentac-
counts, prior to applying
for preapproval.

3. Set a realistic bud-
get and expect to offer
over asking price. A
financial planner and/or
real estate professional
can help first-time buy-
ers determine how much
they should be spending
on a home. In the current
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The real estate market
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to increase their chances
of realizing their dream
of home ownership.
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What buyers can do to get the best mortgage rate

ORTGAGE
interest rates
have been

headlining financial news
segments for several years
running. Much ofthatnews
has been met with less
than open arms, as rates
have risen dramatically in
recent years, an increase
that is related to the ripple
effect of the COVID-19
pandemic.

Mortgage interest rates
did not immediately spike
after the World Health
Organization declared a
global pandemic in March
2020. In fact, data from the
lender Freddie Mac indi-
cates mortgage rates were
still well below 4 percent
on January 1, 2022. How-
ever, those rates hovered
around 7 percent by the
end of that year, and were
still around that level at the
start of 2024.

With such high interest
rates, it’s understandable if
prospective home buyers
feel helpless. However,
there’s much buyers can
do to help themselves as
they seek to secure the
lowest mortgage interest

&
P

rate possible.

*Readyourcreditreport
and improve your score, if
necessary. Many prospec-
tive home buyers save up
for years in anticipation
of the day when they will
purchase their own home.
During this period, buy-
ers can read their credit
reports and address any
discrepancies while taking
stepstoimprovetheir credit
scores. Lenders consider a
host of variables to deter-
mine an applicant’s credit
worthiness, and credit his-
tory and credit scores bear
significant influence. The
higheranapplicant’s credit
score, the more favorable
mortgage rate he or she is
likely to get.

* Take control of your
debt-to-incomeratio. Debt-
to-income (DTI) ratio
refers to what you owe
in relation to how much
you earn. The lower your
DTI, the better you look
to lenders. According to
Bankrate, lenders typi-
cally want to avoid issuing
mortgages to individuals if
the monthly payment will
exceed 28 percent of their

gross monthly income, and
people who may be near
that threshold for a given
home may be denied a
mortgage if their DTI is
high. Prospective home
buyers currently carrying
significant debt, including
consumer debt like credit
cards and/or student loan
debts, should make a con-
certed effort to pay down
that debt prior to applying
for a mortgage. Priori-
tize paying off consumer
debt before applying for a
mortgage.

* Maintain a strong
employment record.
Steady employment and
consistent earnings make
mortgage applicants more
attractive in the eyes of
lenders. Ifyouare currently
shopping for a home or
abouttomakean offer,now
mightnotbethebesttimeto
switchjobs. Self-employed
individuals and freelanc-
ers working multiple jobs
can still qualify for a good
mortgage rate, but they
may need to provide more
extensive documentation
thatindicates theirearnings
going back several years.

Individuals who have been
working full-time for the
same company for years
may only need to provide
W-2 forms from the two
most recent tax years.

* Shop around for rates.

Rates may not fluctuate
much between lenders,
but it’s still worth shop-
ping around for mortgage
rates. Astudy from Freddie
Mac found that the ben-
efits of shopping around

for a mortgage rate were
especially notable in 2022
compared to the decade
prior, saving borrowers
who took the time to shop
for rates substantial sums
of money.
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What to know about mortgage preapproval

HOPPING for
Sand ultimately
purchasing a
home can feel like a day
at an amusement park.
Much likearideonaroller
coaster, buying a home
can be both exciting and
a little scary, and those
peaks and valleys have
been even more profound
in recent years, when the
real estate market has
been as tough as ever to
navigate dueto low inven-
tory and high prices.
Though the real estate
market has changed sig-
nificantly in recent years,
some conventional home
buying wisdom still holds
true. The importance of

mortgage preapproval is
one such notion, and it’s
even likely thatbeing pre-
approved for a mortgage
before making an offer on
ahome is more significant
now thanitwasasrecently
as half a decade ago.

What is mortgage
preapproval?

Mortgage preapproval
essentially confirms to
sellers and sellers’ agents
that a given buyer has
qualified for a mortgage
they can use to purchase
a property. In a competi-
tivereal estate market like
the current one, mort-
gage preapproval can
set buyers apart from the
competition, increasing

the likelihood that their
offers will be accepted
over ones submitted by
buyers who have notbeen
preapproved.

What is prequalifica-
tion?

Some buyers may hear
the term “prequalifica-
tion” and assume it’s the
same thing as preapprov-
al. However, the lending
expertsat LendingTree re-
port there is a notable dis-
tinction between the two
terms. Prequalification
is less formal and based
on a casual conversation
with a lender that may or
may not involve details
about a buyer’s credit
history, income, monthly
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expenditures, and other
pertinent financial infor-
mation. Preapproval is
a formal examination of
a buyer’s finances and
financial history that is
conducted after docu-
mentation such as W-2s
and bank statements are
provided. A lender also
will conduct a credit in-
quiry through three major
credit bureaus during the
preapproval process.
How do I get mort-
gage preapproval?
Mortgage preapproval
is a simple process and
it’s a service offered by
most mortgage lenders.
A simple phone call or
email to a lender can get
the process started, and
it does not take long for
a lender to decide if an

applicant qualifies for
preapproval. However,
insufficient documenta-
tion or misleading infor-
mation can slow down the
preapproval process (and
potentially cause a lender
to deny an application),
so prospective home
buyers are encouraged to
provide ample and honest
documentation of their
finances.

Does mortgage pre-
approval expire?

It can take buyers
a long time to buy a
home in a competitive
market with low inven-
tory. So it’s important
that prospective buy-
ers recognize mortgage
preapproval has a shelf
life of around 60 to 90

letter a lender provides
will indicate an expira-
tion date for the preap-
proval. Ifthat date comes
and goes without buyers
purchasing a home, they
will have to reapply for
preapproval.

Must I borrow from
the lender who preap-
proved me?

Buyers also should
know that a mortgage
preapproval does notbind
them to the lender who
preapproved them. Buy-
ers can still shop around
for a mortage once they
make an offer on a home.

Mortgage preapproval
is a vital part of the home
buying process and can
be especially useful in
a competitive real estate
market.

days. The preapproval
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A guide for how to become a landlord

EOPLE may pur-

P sue being a land-

lordasameans to
ensure a steady source of
income. Though that is a
reality formostlandlords,
there are other benefits to
owning rental properties,
including potential tax
deductions and long-term
security.

Investing in residential
rental property can be a
lucrative way to increase
wealth, but it’s also a lot
of work. It’s important
that prospective landlords
do not overlook the risk
involved insuchapursuit,
as tenants are not always
reliable. As with any
investment, it’s best for
people to do their home-

work and weigh all of the
information accordingly
before moving forward.

What is a landlord?

Before becoming a
landlord, it’s best to get a
broad picture of the role.
A landlord is a private
individual or company
who owns a property. In
turn, that landlord rents
out the property to people
ataprofit. Itisbelieved the
concept of “land lording”
began in the early 1800s
duetoovercrowding inthe
United States. Landlords
bought property to let out
to people in need of shel-
ter,and realized they could
make money by renting
homes and apartments to
others.

How much do

landlords make?

Unlike a full-time job
with a set salary, it is not
possible to nail down
one figure for income on
a rental. That’s because
many variables go into
the equation. Real estate
professionals notes that
rental property income
varies based on the prop-
erty’s location, whether
the landlord chooses to
live on the property, and
whether a person is a
full-time or part-time
landlord, to name a few
factors. One thing that
landlords have going for
themright now is property
appreciation. According
to Forbes, housing prices

haveincreased 4.5 percent
per year since 1975.

Costs of being a

landlord

Potential landlords
should understand that
buying rental property
requires an initial, and po-
tentially sizable, financial
investment. It’s important
to know some of the po-
tential costs involved.

* Costto buy a property

* Landlord insurance

* Advertising the prop-
erty

* Attorney fees

* Tentant background
check fees

* Maintenance and
repair needs

* Loss of income if ten-

ants fail to pay

* Loss of income be-
tween tenants

* Cost involved in hir-
ing a property manager

Learn the rental laws

Landlords should
know federal laws and
local rules and regula-
tions that pertain to rental
properties. Most laws
involve making “reason-
able accommodations in
rules, policies and prac-
tices or services if it is
necessary should a tenant
become disabled.” There
are building codes specific
to rentals, and it’s wise to
know what is involved in
squatters’rights. A skilled
real estate attorney can

help landlords navigate
legal issues.

Keep accurate

records

Record keeping is vital
for any good landlord. If
aperson believes that this
is beyond the scope of his
or her skill set, hiring a
bookkeeper oraccountant
can be a wise investment.
In addition, keep track
of tenant background
checks and credit checks.
Receipts and records are
essential.

Becoming a landlord
has its pros and cons.
However, it can be a
worthy endeavor for those
with the time, money and
work ethic.
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The basics of financial literacy

financial safety

net can help

eople navigate

the ups and downs of life.

Developing that safety

net requires a measure

of financial literacy that
anyone can nurture.

What is financial

literacy?

The United States De-
partment of Education
defines financial literacy
asanunderstanding ofhow
to earn, manage and invest

Save the date

MEDICARE AND SOCIAL
SECURITY QUESTIONS
ANSWERED

Wednesday, October 2, 2024
" 6:00 PM

1

Rock River Center
810 S 10th Street
Oregon, IL 61061

Dinner will be served.

money. That recognition
can increase the chances
that individuals make
sound financial decisions,
thus setting them up for
long-term success and
stability.

‘What makes financial
literacy so important?

Thebenefits of financial
literacy are not limited to
theoretical notions such as
the ability to understand
money makes individu-
als more likely to make

sound decisions regarding
their finances. Indeed, the
Financial Industry Regula-
tory Authority (FINRA)
notes that financial lit-
eracy has been proven to
produce positive results.
In its National Financial
Capability Study released
in 2022, the FINRA found
that respondents who
exhibited higher financial
literacy were more likely
to make ends meet than
those without such knowl-

edge. Sixty-five percent of
respondents with higher
financial literacy were able
to set aside three months’
of emergency funds at
higher levels than respon-
dents with lower literacy
levels. The study also
linked financial literacy
to long-term stability, as
more than half of respon-
dents (52 percent) with
higher financial literacy
calculated their retirement
savings needs, an impor-
tant step that fewer than
one in three (29 percent)
with lower literacy levels
had taken.

What are some addi-
tional benefits of finan-
cial literacy?

Individuals are often

confronted with a host
of options when mak-
ing financial decisions.
That includes choices
regarding bank accounts
and credit cards, which
are two variables related
to financial literacy that
individuals encounter ev-
ery day. Individuals with
financial literacy can pick
a bank account that most
suits their needs, whether
that’s standard accounts
like checking and savings
or something more unique
like a high-yield savings
account. Knowledge of
financial basics also can
prepare individuals to
choose the right credit
card, which can be a more
difficult decision than

choosing a bank account
given the number of dif-
ferent cards available.
Low-APR,no-APR, travel
rewards, cash-back cards,
and balance transfer cards
are some of the options
consumers can choose
fromwhen picking a credit
card. Financial literacy
increases the chances con-
sumers pick the card that
best suits their short- and
long-term needs.

Financial literacy can
help people navigate chal-
lenges that periodically
arise during the course of
everyone’s life. Taking
time to learn some finan-
cial basics can set people
up for long-term economic
health.

Join us for our presentation!

At Edward Jones, understanding your goals and partnering with
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education is an important piece of that partnership. That's why
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learn about strategies to help you achieve your financial goals.
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Different types of insurance products

INANCIAL se-
curity is vitally
important for

adults and their families.
Recognition of that real-
ity is evident in the efforts
individuals make to secure
their financial futures,
which include investing
in education, retirement
planning and saving.
Insurance is another
way individuals protect
their financial security and
the safety of their families.
Insurance products run the
gamut from auto insurance
policies to annuities. It can
benefit anyone to refresh
their memories about the
significance of various
insurance products thatcan

help them protect their fi-
nancial freedom and man-
age unforeseen life events
that much more easily.

Annuities

The Office of the In-
surance Commissioner of
Washington State notes
that annuities are a type
of contract between a
consumer and an insurance
company. When individu-
als purchase an annuity,
they may pay alarge, single
premium ormake anumber
of payments over a desig-
nated period of time. In ex-
change forthose payments,
annuity holders guarantee
a future income. Money in
an annuity grows on a tax-
deferred basis. When an

annuity reaches maturity,
money canbe withdrawnin
alump sum or withdrawals
can be arranged on a fixed
payment system, which
is why annuities are often
characterized as means to
ensuring income later in
life. Insurance companies
typically offer various
types of annuities, so indi-
viduals can speak with an
agent to determine which
vehicle is best for them.

Life insurance

It’s easy for young
adults to overlook the im-
portance of life insurance.
After all, few individuals
in their twenties or thirties
think about providing for
their families upon their

passing. But life insurance
is vital to securing the long-
term financial security of
your family, even for those
individuals who have yet
to start a family of their
own. In addition, monthly
premiums on life insurance
policiestendtobelowerthe
earlier a policy is opened,
which provides another
benefit to looking into life
insurance at a young age.

Travel insurance

The utility of travel in-
surance took center stage
duringthe pandemic, when
millions of individuals
across the globe were
forced to cancel or post-
pone travel plans due to
travel restrictions at home

and abroad. Before pur-
chasing travel insurance,
it’s vital to read policies
carefully, as individuals
want to be sure the policy
they’re purchasing will
protect them if they are
forcedto cancel atrip. Poli-
cies differ, so some might
offer protection against
variables like a pandemic,
while others may not. The
main reason to purchase
travel insuranceisto secure
protectionagainstfinancial
lossifyou’re forced tocan-
cel, delay orinterruptartrip.
Natural disaster
insurance
Homeowners and even
renters are urged to care-
fully read their existing

homeowners’ or renters’
insurance policies to con-
firm what level of cover-
age, if any, their policy
provides against natural
disasters. Some policies
specifically note certain
coverage is not provided.
For example, residents in
coastal areas may have
policies indicating flood
protection is not part of
their coverage. However,
many companies will
offer separate coverage
against natural disasters.
Such supplemental cover-
ageis worth investigating
as the effects of climate
change become more and
more apparent in the com-
ing years.
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FINANCIAL
MATTERS

Tips to educate young adults
to be smart about credit

REDITis a nec-
essary compo-
nent of doing

business in the modern
world. The credit report-
ing agency Experian de-
fines credit as the ability
to borrow money or access
goods or services with
the understanding that a
personwill pay later. Vari-
ous creditors grant credit
based on their confidence
that a borrower will repay
what is owed.

Many adults learn
about credit through trial
and error. Financial lit-
eracy is nottaughtin many
schools, although lots of
people feel it merits space
alongside literature, math,
science, and other sub-
jects. A recent NextGen
study found only one in
six high school students
are required to take a
personal finance class in
the United States. In ad-
dition, a survey conducted
in 2018 by Chase bank
found only one-third of
Americans were taught
what a credit score is by
their parents.

It is essential that
guardians share informa-
tion about credit with
young adults to help them
be financially solvent and
successful later in life.
Here are some ways to
help young adults learn
about credit.

Start with credit

basics

Speak generally about
credit and how it is used.

Then explain credit
scores, credit bureaus
and creditreports. A credit
history and credit score is
important information for
young adults to have early
on and check frequently,
as having good credit
improves the chances they
will qualify for loans and
earn acceptable terms in
the future.

Help them build
credit

Having one or more
creditaccounts can help a
person establish and build
credit by making pay-
ments on time. Creditcard
companies often advertise
student and secured credit
card accounts that come
with small or managed
credit limits. Making
purchases on the cards
and paying them in full
every month is the best
way to improve a credit
score or maintain a good
one, says the Consumer
Financial Protection Bu-
reau. Another way teens
canbuild creditis through
their student loans. Mak-
ing small payments on the
principal while in school
canhelp establish astrong
credit history.

Check their credit
reports

The Federal Trade
Commission recom-
mends checking a child’s
credit score around the
age of 16 or 17. This will
help families figure out if
there are any anomalies
that may indicate identity

theft or inaccurate credit
issues.

Know the formula for
good credit

Forbes says there are
five categories that add
up to good credit:

1. Payment history (35
percent): Always pay bills
on time.

2. Amounts owed (30
percent): Borrow a low
amount compared to the
total lines of credit. This
also is known as credit
utilization.

3. Length of credit his-
tory (15 percent): Keeping
accounts open for a long
time is a win.

4. New credit (10 per-
cent): Donotapply fortoo
muchnew credittoo often.

5. Credit mix (10 per-
cent): Havingabalance of
different types of credit,
such as car loans, credit
cards and other types of
debt, is advantageous.

Share your own

experiences

Sometimes the best
way to teach about credit
is to be honest about what
a parent or another adult
did wrong with his or her
finances, and use that as a
“whatnottodo” scenario.

It is important for
young adults to learn
about credit so they can
make smart choices that
will positively affect their
future. Although talking
finances may be uncom-
fortable, it is vital for
families to have these
discussions.



