A mortgage is about the biggest form of credit most of us will ever take. The lender wants to ensure
that the loan will be repaid and uses various criteria to assess the risk profile of a borrower. An
important tool for any lender is obtaining a credit report on you. This brochure explains why your credit
history matters, especially when applying for a mortgage and why you should leave it to the experts.
At Mortgage Advisory Services we consider what level of monthly payments you can afford after taking
into account various personal and living expenses. This is called an affordability assessment. We also
look ahead and ‘stress test’ your ability to repay the mortgage. This takes into account the effect of
possible interest rate rises and changes that could affect your lifestyle, such as: »»
»»
»»

Redundancy
Illness & accidents
Career break

If the lender thinks you won’t be able to afford your mortgage payments in these circumstances, they
might refuse or limit how much you can borrow. The key factor is how well you manage your existing
credit. We look at your credit rating to ensure we do not waste your time applying to lenders who would
decline you.

How does your credit history affect getting a mortgage?
When we apply for a mortgage on your behalf we are required to provide your pay slips, P60’s, bank
statements and your future monthly budget. This shows lenders your current financial situation as
well as a guide to how you might behave in the future. They will also obtain a credit report to look at
your financial history and assess how much of a risk you might be.
Your history might also affect the mortgage interest rate. Special introductory rates, low fees or other
attractive offers might only be available to people with a good history. It is important to engage a
qualified mortgage adviser who will guide you.
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Can you get a mortgage with no credit history?
It is possible, but much more difficult. Without a history, lenders can’t be sure if you are a
responsible borrower who will repay on time. The lender may also charge a higher interest rate.
We will advise you if it is better building a credit history before applying for a mortgage.

Who compiles credit reports?
Companies called ‘credit reference agencies’ (CRAs) compile information on how well you
manage credit and make your payments. The four main CRAs are Experian, Equifax, Crediva and
TransUnion. Each of them holds a file on you containing the following information: »» Bank accounts, credit and store cards, loan or hire purchase agreements and any utility company
debts. The file shows your repayment record. Missed, late payments or defaults are recorded and
stay on your file for at least six years.
»» Details of any people who are financially linked to you, for example, because you’ve taken out joint
credit.
»» Public record information such as County Court Judgments (‘Decrees’ in Scotland), house
repossessions, bankruptcies and individual voluntary arrangements.
»» Details of any overdrafts.
»» Whether you are on the electoral register.
»» Your name and date of birth.
»» Your current and previous addresses.
»» If you’ve committed fraud or someone has stolen your identity and committed fraud.
When applying for credit, you are giving the credit provider permission to check your credit report.
The term ‘credit provider’ doesn’t only include banks and credit card companies but also mail-order
companies and providers of mobile phone contracts.
Employers and landlords can also check your credit report, although they’ll usually only see public
record information such as: »» Electoral register details.
»» Insolvency records.
»» County Court Judgements (or Decrees in Scotland).
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How to check your credit score and credit
report?
All CRAs have a statutory obligation to provide you
with a copy of your credit report for free. You can
access the report online or by asking for a written
copy.
You can get free 30-day trials of more
comprehensive credit checking services from
Experian and Equifax. You normally have to give
your credit or debit card details and money will be
taken from your account unless you cancel in time.
The site www.creditkarma.co.uk offers a free report
for life.
In any case, it makes sense to check it from time to
time to make sure there are no mistakes or that you
haven’t missed any payments without even knowing
it. You can check as often as you like and it won’t
affect your credit rating or credit score.

What is a good credit score?
The CRAs have five categories for credit scores: excellent, good, fair, poor and very poor. Each
CRA uses a different numerical scale to determine your credit score – which means each CRA
will give you a different credit score.
Experian is the largest CRA in the UK. Their scores range from 0-999. A credit score of 721-880 is
considered fair. A score of 881-960 is good. A score of 961+ is excellent.
Each lender has their own standards for rating credit scores but if you have a good score with
one of the main CRAs, it’s likely you’ll have a good one with a lender. Always remember that
a good score doesn’t guarantee that you’ll be approved for a mortgage or offered the lowest
interest rate. This is because a lender’s decision is not made solely on your score.

www.mortgageadvisoryservice.com

How can I improve my credit rating and credit score?
If you have a low credit rating, there are several things you can do to start improving your score today: »» Register on the electoral roll: if you are not registered, it is much harder to get credit.
»» Check for mistakes on your file: even having just a slightly wrong address can have an impact on
your score. Make sure you report any incorrect information immediately.
»» Pay your bills on time: paying on time is a great way to prove to lenders that you’re capable of
managing finances effectively.
»» Check if you’re linked to another person: having a spouse, friend or family member’s credit rating
linked to yours through a joint account could affect your personal rating if they have a poor score.
»» Check for fraudulent activity: if something on your credit report is incorrect or doesn’t apply to you,
i.e. if someone applied for credit in your name without your knowledge, contact the credit reference
agency immediately.
»» County Court Judgements/Decrees: receiving any court judgements/decrees for debt will have a
serious impact on your credit score. If you’re having problems keeping up with payments, find free
debt advice online.
»» High levels of existing debt: ideally you should repay debts before applying for new credit. Providers
might be hesitant about lending if you have existing debt.
»» Stability: lenders prefer it if you have lived at the same address, kept the same job and maintained
the same bank account for a considerable period.
»» Keep your credit utilisation low: if your credit card limit is £2,000 and you’ve used £1,000 of that,
your credit utilisation is 50%. Using less of your available credit is seen positively by lenders and will
increase your credit score as a result. If possible, try and keep your credit utilisation below 25%.

www.mortgageadvisoryservice.com

Why use a mortgage adviser?
Applying for a mortgage is a complex business.
A qualified adviser deals with lenders every day so you will benefit from that knowledge and
experience.
Comparison websites are great for finding out costs but they don’t take into consideration your
personal circumstances or your credit history.
An experienced adviser who has knowledge of all the lenders in the UK will know which lender is
likely to approve your mortgage application. This is so important because being refused a mortgage
damages your credit.

We’re Here For You
Get In touch Today To Discuss Your Mortgage Query.
At Mortgage Advisory Services, our customer care
team and regulated advisers listen to your needs and
give you honest, qualified and tailored support. We
work on your behalf to save you time, money and
hassle.
Take the first step by having a conversation with our
customer support team on 0800 622 6820.
You can also visit our website at www.mortgageadvisoryservice.com or sent us an email (contact@
mortgageadvisoryservice.com) for more information.
Your home may be repossessed if you do not keep up repayments on your mortgage.
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