How to Manage Your Credit
…and Get a Mortgage

Your credit score is an extremely important component of your borrower profile when you apply for a mortgage.

In addition to helping lenders determine whether you are qualified to obtain a mortgage from them, it will often determine the rate at which they will lend you money.

Balance vs. Limit:  Keeping your revolving charge balances low with regard to your limits is a good way to demonstrate to a lender your ability to manage credit. Ideally, balances will be 33% to 40% of the limit. Paying your cards off completely each month, if manageable, is the best route.

Recent Payment History:  Going to a lender and asking for a mortgage when you have recent late payments, especially on accounts such as car payments, or even other mortgage payments, will raise questions as to how likely you are to be able to take on new debt.  Unique situations can often be explained away, as long as there is a good reason for the late payment.

Length of Credit History: Lenders are typically looking for a minimum of two years of credit history, as it demonstrates your ability to manage credit over time.  

For first-time home buyers with a limited credit history, other information, verified from a third party, may be able to be used.  

This other information includes cancelled rent checks or a printed history from a public utility or a printed history from a cell phone service provider.

