Breaking Down Your
Down Payment

How much you actually need, the
impact on your monthly mortgage
payment, down payment assistance

options, and more.
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Your down payment goals
are closer than you think.

The idea of a down payment can feel daunting, especially when
20% down is widely accepted as a requirement for homeownership.

But here’s the truth: You don’t need it. In fact, some loan products like
VA and USDA require no down payment at all.

This guide has everything you need to know to make the best down

payment decision for your lifestyle, finances, and homeownership goals.






Down payment,
defined.

Your down payment is an initial lump sum payment
made toward the cost of your home, used to offset the

amount financed through a mortgage.



DOWN PAYMENT

Your down payment is just one part of your home financing equation.
A mortgage is made up of several parts, including:

Down payment

Interest rate
Debt-to-income ratio (DTA)
Property taxes

Insurance

Property value

Sale price

Closing costs

It's important to think of your down payment as more than just a one-
time payment—it's a vital figure in your mortgage equation that can
have short- and long-term implications.



Cash to close:
Separating down payment
from closing costs.

Your down payment is deducted from the purchase price. Closing costs,
on the other hand, are the expenses that help get you get the keys.

The term cash to close is often used to describe the down payment and the
closing costs. It helps to just think of both as all the cash you need to lock and
fund a home loan.






What's the purpose
of a down payment?



For buyers, the down payment provides an avenue to lower rates
and monthly payments over the life of the loan. Think of it as an

interest-free way to get a jumpstart on paying off your mortgage.

For lenders like us, the down payment is a way to mitigate loan
risk. In other words, the larger the down payment, the less a lender
has to collect each month in both principal and interest.

Get prepared. Get pre-approved.

Contact our team today to take the first step
towards homeownership.



How much should
you put down?

Your down payment amount is mainly dependent on your financial
situation at the time of purchase and your goals for your home.

Why? Because what you're willing to pay today will impact what
you pay monthly and over the life of your mortgage.



Down payment requirements
for popular loan products.

Conventional: As little as 3%
FHA: As little as 3.5%

VA: 0%

USDA: 0%

Jumbo: As little as 10%

Every loan product requires a specific amount down, but it's
your call beyond that. There are pros and cons to higher and

lower down payment amounts.
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Let's run a loan
scenario to illustrate
the big picture.

In general, the larger your down payment amount, the smaller and

more manageable your monthly mortgage payment.

Why? Because a larger down payment reduces the overall balance
of your home loan and, by extension, the amount of your monthly

mortgage payments.
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LOAN SCENARIO

Let’s say, for example, you've received a pre-approval to purchase a $375,000
home with a down payment of 3%, or $11,250, on a 30-year mortgage.

With a leftover loan balance of $363,750 divided by 360 months (12 months x
30 years), your monthly mortgage payment would be approximately $1,010.42
without considering interest, taxes, or insurance.

Loan Total $375,000
Down Payment 3% of $375,000 = $11,250
Loan Balance $375,000 - $11,250 = $363,750

Monthly Payment $363,750/ 360 = $1,010.42



LOAN SCENARIO

For comparison, let's examine the same situation of a $375,000 home, but with
a 20% down payment, or $75,000, on a 30-year mortgage.

With a leftover loan balance of $300,000 divided by 360 months (12 months x
30 years), your monthly mortgage payment would be approximately $833.33
before interest, taxes, or insurance.

Loan Total $375,000
Down Payment 20% of $375,000 = $75,000
Loan Balance $375,000 - $75,000 = $300,000

Monthly Payment $300,000/ 360 = $833.33






LOAN SCENARIO

Paying less now might be more beneficial to your current financial situation. The
downside to a smaller down payment is that you end up paying more monthly

and over the life of your loan.

In these scenarios, the difference between 3% down and 20% down is
approximately $177.12 per month, or $63,760, over 30 years.* And that’s
not including the dent that a larger down payment can make in your interest
rate, significantly impacting your monthly mortgage payment and total

amount paid.

For more insight into how your down payment
can impact your mortgage, check out our Mortgage Calculator.

*Above calculations are based on a 30-year fixed-rate loan, where the monthly payments will remain the same
over the life of the loan. The monthly payments listed do not include interest, taxes, insurance, or mortgage
insurance (if applicable), so the actual payment will be greater.


https://www.cardinalfinancial.com/mortgage-calculators/mortgage/

Find your way home
with down payment
assistance.



Buying a home is an investment. That's
why we're proud to offer down payment

assistance options to qualified buyers.

Down payment assistance includes grants,
zero- and low-interest loans, and match
programs that match your savings over a
period of time to help cover down payments

and closing costs.

The Goal:

Help as many people as possible achieve

their homeownership dreams.




We're here to help you
purchase with confidence.

Get in touch today to start your home financing process with a
free pre-approval.

Visit cardinalfinancial.com for blogs, FAQs, calculators, and more

helpful resources.
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