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One of the biggest mistakes buyers make is assuming that if a lender approves them for a
certain amount, that’'s what they should spend. In reality, smart homeownership isn’t about
maxing out your approval. It's about buying in a way that protects your lifestyle and long-term
financial health.

That’'s where the 30-30-3 rule comes in. This simple guideline helps buyers avoid
overspending, reduce stress, and build financial security from day one.

Here’s how it works.

1. Keep Housing Costs at 30% of Your Income

Your total monthly housing costs should stay at or below 30% of your gross monthly income.
This includes:

Mortgage payment

Property taxes

Homeowners insurance
PMI, if applicable



This rule originated from 1980 public housing regulations and is a general guideline, not a strict
legal requirement for all loans. Lenders often use a more detailed assessment called the
debt-to-income (DTI) ratio, and they may approve loans with a higher DTl depending on other
factors like credit score and cash reserves.

Why this matters:
Staying under this threshold leaves room in your budget for savings, travel, daily expenses, and
unexpected repairs, without feeling house-poor.

2. Save 30% for Down Payment and Reserves
Ideally, buyers should aim to have 30% of the home’s value saved before purchasing.
This usually includes:

e Around 20% for a down payment (to avoid PMI when possible)
e The remaining amount for:

o Closing costs
o Emergency repairs
o Maintenance reserves

This financial cushion helps you feel confident and prepared once you own the home.

3. Keep the Purchase Price Around 3x Your Income

A general rule of thumb is that your home’s price should be no more than three times your
gross annual household income.

For example:

e $120,000 annual income — ~$360,000 home

Purpose: It helps prevent over-leveraging and ensures your mortgage remains manageable

while leaving room in your budget for savings, investments, and daily living expenses.

How Buyers Benefit from this Rule

The 30-30-3 rule isn’t about limiting your options. It's about buying in a way that supports your
life after closing.

It helps buyers:



Avoid financial strain

Plan realistically

Build equity comfortably

Enjoy homeownership instead of stressing over it

Bottom Line

Buying a home should feel exciting, not overwhelming. The 30-30-3 rule gives buyers a smart
starting point to make confident decisions and protect their financial future.

If you want help applying this guideline to your specific situation, a quick conversation can make
all the difference.
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