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 Mortgage lenders tend to vary somewhat when it comes to an acceptable credit score to get a home 

loan or refinance an existing one. FHA loans will usually accept the lowest credit score while a 95% 

LTV conventional loan with five or ten percent down will require the highest score. Even so, the final 

authority comes from Fannie Mae and/or Freddie Mac, depending on which conventional/conforming 

loan program is selected by the lender. The largest lenders tend to sell mostly to Fannie Mae because the 

pricing they receive on their standby commitments is based on loan production volume. 

 

 FICO, the Fair, Isaac Company, is the data analytics company that is based in San Jose, California 

that invented credit scoring. It was created to eliminate mortgage credit underwriting inconsistencies and 

discriminatory practices. Now, virtually all mortgage companies rely on it. The following is from the 

Fannie Mae Underwriting Guide and represents their current credit scoring recommendation to be used 

by their lenders. Lenders know that the term “recommends” generally means “use it or lose it.” However, 

there’s always a little underwriting wiggle room for compensating factors. 

 
Representative Credit Score 

The representative credit score for the mortgage loan is determined based on the credit scores of each 

borrower and is used to determine loan eligibility and for pricing purposes (i.e., assessing LLPAs). 

Follow these steps to calculate the representative credit score for a mortgage: 

Step Description 

1 Fannie Mae recommends obtaining at least two credit scores for each borrower. 

2 

Select a single applicable score for underwriting each borrower. 

When two credit scores are obtained, choose the lower score. 

 When three credit scores are obtained, choose the middle score. If two of the three scores are the 

same, choose the middle of the three scores. 

 For example: 700, 680, 680 = 680;  and  700, 700, 680 = 700 

3 

If there is only one borrower, the single applicable score used to underwrite that borrower is the 

representative credit score for the mortgage. 

If there are multiple borrowers, determine the applicable credit score for each individual borrower and 

select the lowest applicable score from the group as the representative credit score for the mortgage. 

If there is a borrower on the loan who does not have a credit score, determine the representative credit 

score for the mortgage based on the credit scores of the other borrowers on the mortgage. 

 

  



 Although Fannie Mae recommends “at least” two scores for each borrower, most lenders will require 

three, one each from TransUnion, Equifax, and Experian. Using three scores instead of only two will be 

more likely to increase the accuracy of the final score selected. Sometimes the credit scores can create 

an underwriting dilemma for the applicant. As an example, I had a single borrower who applied for a 

loan that required a minimum score of 680, but his scores were 680, 668, and 679. Yikes!  

 

 Initially, the loan was declined because the underwriter used the 668 score per the Fannie Mae guide 

but I argued that my borrower had significant “compensating factors” to warrant an approval that Fannie 

Mae would accept. I argued that because my borrower only had a 31% back-ratio, carried a relatively 

small amount of long-term debt, and had many years on the same job, those factors could be used to 

compensate for the “statistically” low middle score. So, the “decline” was overturned and my borrower, 

and of equal importance, my realtor saw me as a hero. On many occasions, I went over the head of the 

underwriter to their boss to get the fix and in almost every case the underwriter was happy about it 

because they were relieved of the responsibility. 

 

 Hopefully, you will be able to select a loan officer that has a working knowledge of the Fannie Mae 

guidelines and has the ability to apply that knowledge for the benefit of the borrower. If there are issues 

in your file that could cause a potential problem, I will recommend that you ask any loan officer that is 

under consideration for a “definitive” answer regarding the issue before you apply with them. You need 

to remember that different underwriters will evaluate the significance of a given issue differently. If the 

issue is a serious one, you will need to ask the loan officer for an underwriter’s opinion. 

 

Following are a variety of educational links pertaining to credit. The first link takes you to the LLPAs 

mentioned above in the Representative Credit Score guide box. 

 

 

 

 

 

 

 

https://www.fha.com/fha_credit_requirements 

 

http://www.accuratecredit.com/html/tutorial-equifax.html 

 

https://www.fanniemae.com/content/pricing/llpa-matrix.pdf 

 

https://www.thebalance.com/loan-application-denied-4032776 

 

http://www.thetruthaboutmortgage.com/why-mortgages-are-declined/ 

 

https://thelendersnetwork.com/what-credit-score-is-needed-to-buy-house/ 

 

https://smartasset.com/mortgage/what-credit-score-is-needed-to-buy-a-house 

 

 


