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INTRODUCTION
Knowledge is power? Not hardly...not on its own anyways. I believe that knowledge plus interpretation plus action equals real power. And in my twenty plus years of working in the mortgage business, I've seen over and over how clients could benefit from this combination...often resulting in saving them literally hundreds of thousands of dollars. And from my extensive work in national television and media, I've seen the massive amount of misinformation that is delivered on a daily basis, by those who simply do not understand. All too often, raw facts or knowledge are not accompanied by interpretation, nor is a clear course of action devised by a trusted advisor.
In this book, Todd Gehrke has drawn upon some of the greatest minds in the industry to provide you with the knowledge - and better yet, the clear interpretation - to really understand what happens behind the scenes of a home loan. How and why do home loan rates change? What really impacts your credit score? What are lenders really looking at when they make their approval decision? Does looking back at the history of rates really provide us with a glimpse into the future?
This book will provide all those answers and more. And to determine your own course of action for a home loan and financial strategy, Todd is one of the leading home loan consultants in the nation. After reading this book, look no further to help apply your knowledge and interpretation, and learn the actions you can take today...that may impact your wealth for the rest of your life.
All the best -
Barry Habib
CEO, Mortgage Market Guide
FOREWORD
Why did I write this book?
In 1999 I bought my first home with my new wife from a large national homebuilder. Actually, my wife bought it. I didn’t have a good enough credit score. I didn’t have a BAD score, I had NO score. I grew up in northern Wisconsin where I was taught that if you didn’t have the money in your pocket, you couldn’t afford it. Somehow I managed through college without being seduced into a credit card and accumulated zero debt by graduation. When I applied for the mortgage, I remember asking (or exclaiming) “Do you mean, because I have always been able to save up money to buy things instead of borrow money when I couldn’t afford something I want, that now that I need to do so I am unqualifiable?!? Because I have NO DEBT, I do not prove that I can manage debt?!?”
And his answer: “Exactly.”

We bought a nice three bedroom, two and one half bath tri-level home across the street from an elementary school. I naively remember thinking to myself, “We plan on having two kids, so there will be a bedroom for each of the kids and the master for us. The kids will go to school right across the street, and we will live happily ever after. After all, I lived in one house all through my youth until I graduated from high school, why wouldn’t my kids?”
That thinking dictated my decision for a 30-year fixed mortgage. Our “Loan Officer” was a representative of the builder, and treated the mortgage as the necessary means to the sale, offering no advice or counsel. His only question to us as first time homebuyers was, “Do you want an adjustable mortgage or a fixed rate?” Knowing nothing of either, the thought of an adjustable rate did not seem good, so we opted for a fixed. Sadly, in the five years that we lived in that house we had three different mortgages, rolling the costs into the loan each time and paying points to boot, needlessly losing over $12,000 on our mortgage of $150,000. My estimates show a loss of nearly 8% of the total mortgage on poor decisions due to a lack of information.
Just as you do, I work hard for the money I earn. The last thing I ever want to do is squander it away due to incompetence. I wrote this book after years of counseling homebuyers and homeowners on liability management. This book is reflective of my views and should be read to stimulate your thoughts and opinions. Challenge what you read here, create your own views. My goal is that you will be able to make more knowledgeable decisions with your finances as a result of what you learn in the pages to follow.
As Benjamin Disraeli stated in the early 1800’s:
“As a general rule the most successful man in life is the man who has the best information.”
Enjoy The Borrower’s Bible.
Sincerely,

Todd J. Gehrke
Loan Ranger
CHAPTER 1: KEY COMPONENTS OF A MORTGAGE
Acquiring a mortgage can be boiled down to three essential phases: Credit, DTI (Debt to Income), and CLTV (Combined Loan to Value). In this section we will break each down and discuss solutions to improve your ability to receive financing at the lowest possible cost and rate.
CHAPTER 2: UNDERSTANDING CREDIT
“A good reputation is more valuable than money.”
Publilius Syrus (~100 BC)
The first phase we will discuss is credit. When applying for a mortgage a tri-bureau credit report is pulled. A tri-bureau credit report consists of a report from each of the three bureaus: Equifax, Experian and Trans Union merged into one report. Your “score” will be the middle, or median, score of the three—not an average of the three. Currently the average middle score in America is in the 680’s. Credit scores consider a wide range of information on your credit report. However, they do not consider:
Your race, color, religion, national origin, sex and marital status. United States law prohibits credit scoring from considering these facts, as well as any receipt of public assistance, or the exercise of any consumer right under the Consumer Credit Protection Act.
Your age. Other types of scores may consider your age, but credit scores don't.
Your salary, occupation, title, employer, date employed, or employment history. Lenders may consider this information, however, as may other types of scores.
Where you live.
Any interest rate being charged on a particular credit card or other account.
Any items reported as child/family support obligations or rental agreements.
Certain types of inquiries (requests for your credit report). The score does not count "consumer-initiated" inquiries—requests you have made for own your credit report. It also does not count "promotional inquiries" - requests made by lenders in order to make you a "pre-approved" credit offer, or "administrative inquiries,” requests made by lenders to review your account with them. Requests that are marked as coming from employers are not counted either.
Any information not found in your credit report.
Any information that is not proven to be predictive of future credit performance.
Any non-financial information, like if you had your Wheaties for breakfast this morning.
Isn’t that perfect? This is the one area where how you look and who you know has no bearing. The world is fair and on an even playing field. Each person directs his/her own destiny and will stand up and be accountable for their own actions. No one cares what color your hair is, how much you weigh, or what grade you got in 10th grade algebra.

It is important to understand the concept of credit, why it exists, and who the credit companies work for. Your credit score serves as nothing more than a report card of your financial responsibility when borrowing money. The “scorers” are the three major credit bureaus that gather data, for a fee, from anyone that wants to provide them information about you. The reason lending companies i.e.: VISA, MasterCard, mortgage companies, banks, etc. are willing to pay these companies for this task is because it will help them assess the risk involved with lending you their money. That is simple enough; the flaw however, has evolved through the dependency of this score. Since lenders will charge you a rate based on a score, there is a general concern that they have a motive to process their data in certain ways that result in lowering your score, so they can justifiably charge you higher interest. For example, the amount you owe on a credit card (balance) compared to the amount you can borrow (limit on that card) makes up 30% of your score (as noted in the graph ahead). One such practice common with most credit card companies is to record your limit as the highest balance you have ever had instead of the actual limit on the card. What this means is, if you had a credit card with a $10,000 limit, but have never exceeded a $2,000 balance, your recorded limit with the bureaus would be $2,000. If you bought a new Hi Definition TV over the weekend with that card for $1,999, you would appear to have maxed out your card, and your score would drop—even though you still had $8,000 left! Another subtle variance is the day that the credit card company reports to the bureaus. I have many clients that use their credit cards to rack up airline miles but pay the card off in full each month. They are always curious as to why their credit cards show a balance when we pull credit. A common assumption is that the credit bureaus report your current balance the day after your due date so they can record if you made a timely payment or a late payment. That is not always the case. Many credit card companies report to the bureaus approximately ten days before your payment is due. Why? There is no proof of their intention, but it is a common assumption that even if you pay off your card in full, the period of time that your card would show the highest possible balance would be BEFORE the due date, not after. Therefore, whether intentional or not, by reporting seven to ten days before the payment due date, there is a greater opportunity that your score will be lower.
The lower your score, the higher your rates.
Read on, there are things you can do.
YOUR CREDIT
Credit scores are calculated from a lot of different credit data in your credit report. This data can be grouped into five categories as outlined below. The percentages in the chart reflect how important each of the categories is in determining your score.
Components that influence your credit, for better or worse:

Visit: http://www.smashwords.com/books/view/73537 to purchase this book to continue reading. Show the author you appreciate their work!