What to Review Before Applying for a VA Mortgage

Applying for a VA mortgage can feel like a big step, especially if you are unsure what lenders
look for in your application. The process has some unique advantages for veterans, but it also
comes with specific requirements that you should understand before you start. Knowing what
to review ahead of time can save you from surprises and help you move through the process
with more confidence.

Your credit profile is one of the first things a lender will examine. While the VA itself does not
set a minimum credit score, most lenders have their own standards, often called lender
overlays. These overlays can vary from one lender to the next, so it pays to shop around.
Before you apply, pull your credit reports from the three major bureaus and check for errors.
Even a small mistake, like an old account marked as unpaid, can lower your score enough to
affect your options. Dispute any inaccuracies you find, and give yourself a few weeks for
corrections to show up.
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A solid part of understanding VA mortgage approval is knowing that your credit history matters
as much as your score. Lenders look at how you have handled debt over time. Late payments,
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collections, or a recent foreclosure can raise red flags, but they do not automatically disqualify
you. The VA loan program allows for some flexibility, especially if you can show that past
issues were tied to a one-time event, such as a medical emergency or a job loss, and that your
financial habits have improved since then. The key is to be upfront about your history and ready
to explain any blemishes.

Debt-to-Income Ratio and Your Monthly Obligations

Another critical area to review is your debt-to-income ratio, often shortened to DTI. This
compares your total monthly debt payments to your gross monthly income. Lenders use it to
gauge whether you can comfortably take on a new mortgage payment. For a VA loan, there is
no strict DTI cap written into the program, but most lenders prefer a ratio under 41 percent. If
your DTI is higher, you may still qualify if you have strong compensating factors, like a large
down payment or significant cash reserves.

To get a clear picture, list all your monthly obligations: car loans, student loans, credit card
minimumes, personal loans, and any other recurring debts. Do not forget child support or
alimony if you pay it. Add up these amounts, then divide by your gross monthly income. If the
result feels high, consider paying down smaller balances before you apply. Even a modest
reduction in monthly debt can improve your ratio and make your application stronger.

Employment and Income Documentation

Lenders need to see that your income is stable and likely to continue. For most borrowers, that
means providing two years of tax returns, recent pay stubs, and W-2s or 1099s. If you are self-
employed or have variable income from gig work or commissions, you may need to show a
longer history or provide a profit-and-loss statement. The goal is to give the underwriter a clear,
consistent picture of what you earn.

One thing to watch for here is gaps in employment. If you switched jobs recently or had a
period of unemployment, be ready to explain it. The VA loan program is often more forgiving
than conventional loans when it comes to job changes, especially if you moved to a better
position or a related field. Still, a lender will want to see that you are back on solid ground.

Manual Underwriting vs. Automated Underwriting

Most VA loans go through an automated underwriting system, which checks your credit,
income, and assets against a set of guidelines and returns a decision quickly. But not everyone
fits neatly into that system. If your credit history is thin, or if you have had a recent major credit
event like a bankruptcy, the automated system may not approve you. In those cases, a lender
can use manual underwriting instead.



Manual underwriting involves a human underwriter reviewing your entire file in detail. It can
take longer and may require more documentation, but it also allows for a more nuanced look at
your situation. For example, if you have a lower credit score but a strong history of paying rent
on time, a manual underwriter can weigh that as a compensating factor. If you think you might
need manual underwriting, ask potential lenders upfront whether they offer it and what their
process looks like.

Another layer of understanding VA mortgage approval is recognizing that the lender's overlays
can change what is available to you. Some lenders add requirements like a minimum credit
score of 620 or a maximum DTI of 50 percent, even when the VA guidelines are more flexible.
Always ask what specific overlays a lender uses before you invest time in the application. A



lender that specializes in VA loans may have fewer overlays and more experience working with
veterans.

Compensating Factors That Can Help

If your credit or income is not perfect, you can still strengthen your application by showing
compensating factors. These are positive aspects of your financial profile that offset a
weakness. Common compensating factors include a large down payment, substantial cash
reserves after closing, a history of saving money, or a low loan-to-value ratio. Even having a co-
borrower with strong credit can help.

When you review your own situation, think about what compensating factors you might bring. If
you have been saving aggressively or have a solid retirement account, mention it during the
application process. The underwriter can only consider what they know about, so being
thorough in your documentation works in your favor.

Getting a Clear Approval Letter

Once your application is reviewed, the lender issues a commitment letter or approval letter that
spells out the terms of the loan you qualify for. This document is not the same as a
prequalification or a preapproval. A full approval letter means the lender has verified your
income, assets, and credit, and is ready to fund the loan subject to a few remaining conditions,
like a property appraisal. Before you start house hunting, aim to have this letter in hand. It gives
you a clear budget and shows sellers that you are a serious buyer.

Review the letter carefully for any conditions that still need to be met. Sometimes the lender
requires additional documentation, like a letter explaining a gap in employment or a payoff
statement for an existing debt. Make sure you understand each condition and respond quickly.
Delays on your end can slow the entire process.

Preparing for a VA mortgage does not have to be overwhelming. Start early, gather your
documents, and check your credit profile for any issues you can fix. Talk to multiple lenders to
understand their overlays and find one that fits your situation. And remember that even if your
credit is not perfect, the VA program is designed to be flexible. A thorough review of your
finances before you apply can make the difference between a smooth approval and a
frustrating one.



