
Understanding the 5Cs�of Mortgage Applications








Consumers should understand the 5Cs of credit before making an application for a mortgage. Mortgage lenders use the 5Cs of credit - capacity, capital, collateral, credit and character - when evaluating your application.


Capacity: To a lender, this means money. Lenders want to know where you will get the money to pay the mortgage. 


Capital: Lenders like to see that you are investing your own money in the property. They will want to know where the money came from.


Collateral: Lenders usually ask the following questions about the property: Is it worth the total of the amount borrowed and the down payment? Are property values in the area going up or down or remaining stable? Lenders will use appraisals, electronic evaluations and local market factors to decide the property value.


Credit: Your credit history is a major factor in your application. Lenders want to know how you managed your credit responsibilities in the past. They look at whether you pay your debts on time, whether your credit cards are at their limits and whether you’ve borrowed money to consolidate debts.


Character: Lenders form an opinion of your character based on the information they see in your application and credit report. They look at how long you have been at your current job and residence. They look for inconsistencies on the application and the credit report. They want to know they can trust you to repay the mortgage.








