ting Ready to
J 3uy a House

BY BRENDA VELASCO



Steps to get ready to buy a House

» |dentify how to use SMART Goals to start a savings goal.

» |dentify the importance of using a budget to manage
monthly spending.

» |dentify strategies to pay yourself first and develop an
emergency savings.

» Understanding the basics of credit history and your credit
score and learn best practices to build your credit score.



Goals

Specific | Measurable Attainable Time Based







Budget - It is a plan to manage your
money by monitoring your income

and tracking your expenses.

INCOME EXPENSES



A Budget allows you to:

» Understand where your money comes
from and where it goes.

» Avoid overspending.

» Find money for savings and investing to
build your wealth.
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How to develop a budget?

To develop a budget, you need to:

» Calculate all monthly income. Monthly Net
» Track your daily spending. - e What's
» Determine how much you spend on - leftover at

monthly bills.




Calculate your Disposable Income

My Net
~___ Monthly

My Total Net Income minus My Total Expenses

= |If the Difference is:
» Zero -- your income equals your expenses

» Positive -- you have more income than expenses

» Negative -- you have more expenses than income



Savings: Paying Yourself First




Do something today
your future self will
thank you for
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Building good habits

Paying yourself first
gets you used to saving
regularly—you learn to

prioritize your savings,
which become an
essential part of your
finances and not just a
“nice-to-have”




When do We Save?
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When are we suppose to Save?
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Tips On Paying Yourself First.




3 types of saving

Put and Take Emergency Long Term




Emergency Funds

» An emergency fund is a separate savings or bank
account used to cover or offset the expense of an
unforeseen situation.

» Small savings of $1000-$2000 to cover small
emergencies.

» Car repairs, medical emergencies, etc.
» Large savings for a lost or reductions in income.
» 3-6 months of expenses

» Set rules for what expenses are considered
emergencies.

» Having an emergency savings reduces the likely of
needing credit for emergencies.



How to maintain your emergency fund?




Credit Basics




— Why Credlt Is Important
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-l ) Better Interest rates
&= » Employment
» Insurance

== » Utilities
— >Rent

Good Credit Saves Money, Bad Credit Costs Money!
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What Is

T

over the last 7-10 years.

» 3 Credit Reporting Agencies =
» Transunion, Equifax, and Experian - —
» Your Credit Score is a number based on your report. It is the P. " \

likelihood of paying back the lender.




How Long Does Debts Effect Your Credit
History?

» The rules for the reporting of debts can be found in the Fair Credit Reporting
Act, or FCRA. The act states that most negative items must be removed from
your credit report seven years from the first date of delinquency.

» Chapter 7 bankruptcy filings (10 years).

» Judgments (seven years or until the state statute of limitations expires,
whichever is longer).

» Money owed to or guaranteed by the government (unpaid taxes or student
loans stay on your report indefinitely or until seven years from the date paid).

» |nquires remain on your credit report for 2 years.



YOUR CREDIT SCORE

» FICO Score
» Range is from 300 - 850
» 640 is the magic number
» Helps lenders determine what type of borrower you are
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Calculating Credit Utilization
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What affects your credit score?

\

On time payments to open Late or missed payments \
accounts. High balances on credit
Keeping credit card cards

balances under 30% of the High number of inquires

credit limit.

Increases SCOF6>

Collection items

Too short credit history or no
credit history

Keep inquires to a minimum
Have a good mix of credit

Having years of positive
credit history

\




» Develop a budget and stick to it. Getting a new credit card does
not mean you have more income.

‘ » Save money so you're prepared for a rainy day or a big
purchase.

' » Pay your bills on time.
» Keep credit card balances low or aim to pay off monthly.
» Check your credit annually and dispute incorrect information.
» Only borrow what you can afford to pay back within 30 days.
» Protect your identity.




Financial Coaching at Family Houston is
Here to Help

» Discover how to make your hard-earned money go further.

When You are Ready To..
¢ = I @ &

B$§§ft Get Out of Increase Build Your Buy a Car
Money Debt Your Credit Savings  ora House

Score




Contact Information

Brenda Velasco

Google Voice Number: (281) 815-0892
Family Houston Contact: 713-861-4849

bvelasco@familyhouston.org
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