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WHAT ARE THE
OTHER COSTS 
OF BUYING A 
HOUSE?

• A mortgage payment does not cover all costs of 
owning a home.

• Other recurring costs:

• Property taxes

• Homeowners insurance

• Maintenance and repairs

• Et cetera

• Remember to include these when calculating 
how much house you can afford on your budget.



ONE TIME COSTS WHEN PURCHASING A HOME

• There are also one time costs when you buy a house.

• Deposit – paid to owner

• Down payment – paid to bank

• Realtor fees

• Title fees

• Points – see section 7-5 (optional)

• Transfer tax

• Prepaid interest for the partial month in which you buy 
the house.

About 2% 
to 6% of 
the cost of 
the house



EXAMPLE 1 – PREPAID INTEREST

• Leah and Josh are buying a $600,000 home. They have been approved for a 3.75% APR mortgage. They made a
15% down payment and will be closing on September 6.  How much should they expect to pay in prepaid 
interest at the closing?

• SOLUTION:

• Down payment = $600,000 (.15) = $90,000

• Remaining balance = P = original loan amount = $600,000 – 90000 = $510,000

• First year loan interest = $510,000 (.0375) = $19,125

• First day loan interest = $19,125 / 365 = $52.40 per day

• 30 days – 6 days = 24 days

• $52.40 per day * 24 days = $1,257.60 owed in prepaid interest for the rest of September.



EXAMPLE 2 – TOTAL CLOSING COSTS?



EXAMPLE 4/5– 
SPREADSHEET EQUATION

• Look at the spreadsheets on pages 424 & 425.  

a) How does the formula for the ending balance 
change from one table to the other?

b) Why are they different?

• SOLUTION:  

• Column D is new because the owners are making 
an extra payment each month to pay off loan faster 
and to pay less total interest.

• G6 = B6 – C6 – D6



ADJUSTABLE RATE MORTGAGES (ARM)

• In my opinion, adjustable rate mortgages are riskier because the interest rate and 
monthly payments can increase.

• “Buyer Beware” – know what you are signing and read the fine print on your loan 
documents so that there are not any surprises during the loan term.
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