What You Need to Know About Lines of Credit
When it comes to flexible financing options, many people look at a secured line of credit. A secured line of credit is registered against your home like a mortgage. 

Schedule ‘A’ Bank Secured Line of Credit

The banks offer a secured line of credit up to 80% of your property’s value. 

To get a secured line of credit, you need a credit score of 650 or better. 

With a credit score of 650 to 679, the maximum debt service ratios are a gross debt service (GDS) ratio of 35% and a total debt service (TDS) ratio of 42%. 

If your credit score is 680 or higher, the GDS ratio doesn’t apply and the maximum TDS ratio is 44%.  

Debt service ratios are calculated on the amortizing principal and interest required to pay back the secured line of credit over the life of the loan. 

When paying back your line of credit you have three choices: monthly interest and principal payments, five-year interest only payments, or 10-year interest-only payments. 

At the end of the five or 10 years you must start paying the balance. 

A secured line of credit from a bank or lender can be used to buy or refinance a home. Interest rates on bank-secured lines of credit are based on the prime rate.

Alternative Line of Credit

An alternative line of credit is another financing option that you might want to consider.

This line of credit is great for people who are self-employed, have trouble proving their income or have had a few credit problems. 

The interest rate runs from 4.99% to 11.99%. 

The rate is based on the loan-to-value (LTV) and your credit score. 

The maximum LTV is 85%. The lowest acceptable credit score is 575. 

Fewer documents are needed to get this line of credit.
