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In short

Mortgage readiness means having a realistic understanding of your income, monthly debts, credit profile, available
funds, expected housing costs, documentation, and personal timing. It does not mean that you are guaranteed
approval, but it can help identify what to prepare before beginning a formal mortgage process.

Key takeaways

¢ Readiness is a preparation framework, not a lending decision or a guarantee of any outcome.

* Seven broad categories — income, employment, credit, debts, savings, documentation, and timing — shape most
readiness conversations.

* There is no single universal credit score, income level, or savings amount that applies to every borrower or
program.

* The maximum payment a lender may approve is not necessarily the payment that fits your household
comfortably.

* A structured self-assessment, like the live Mortgage Readiness Assessment, can clarify where to focus
preparation time.

* Every figure in this guide is illustrative. Actual requirements vary by lender, investor, program, property, and
borrower profile.

Who this guide is for

* First-time buyers trying to understand where they stand before applying

* Repeat buyers reassessing their finances before a move

* Self-employed borrowers preparing documentation ahead of time

* Anyone who wants a structured way to organize their finances before speaking with a lender
* Buyers deciding whether to apply now or spend more time preparing

* Households comparing a lender's maximum approval figure to their own comfort level
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What does mortgage readiness mean?

Mortgage readiness is a way of describing how organized your finances and documentation are relative to what a
mortgage application typically requires. It is a planning concept, not a legal or lending status. Being ready to
apply is different from being told by an underwriter that a specific loan can move forward, and the two should not
be confused.

A household can be highly organized — steady income, manageable debt, adequate savings, and a clean credit
history — and still encounter a specific loan program, property type, or investor guideline that does not fit their
scenario. Conversely, a household with a less tidy financial picture may still have workable paths forward once a
licensed advisor reviews the details. Readiness describes preparation, not a prediction of any lender's conclusion.

Because requirements vary so widely by lender, investor, loan program, property type, occupancy, and individual
borrower profile, this guide deliberately avoids stating universal numeric thresholds for credit scores, income
levels, down payments, or reserves. Instead, it describes the categories lenders commonly review and the kinds
of preparation that tend to be useful across most scenarios, so you can have a more informed conversation when
you do speak with an advisor.

Readiness is also not a single moment in time. Many households move through stages — early exploration, active
preparation, and eventually a point where their scenario is organized enough to support a meaningful
pre-qualification conversation. Understanding which stage you are in can help you decide whether to spend more
time preparing or to move forward now.

The maximum payment a lender may approve is not necessarily the payment that best fits your household.

02

What are the seven readiness categories?

Most mortgage readiness conversations, and most underwriting files, can be organized into seven broad
categories. None of them operates in isolation — strength in one area can sometimes offset a weaker area
elsewhere, depending on the lender and program. The table below summarizes what each category looks at and
common ways to strengthen it.

A general orientation. Weighting and treatment of each category vary by lender, investor, and program.

Category

Income

Employment

Credit

Monthly obligations

Savings and assets

vabasso.com -+ NMLS #2864025 -

What it looks at

Amount, type, stability, and documented
history of earnings

Length of time in a role, field, or business;
continuity of work history

Payment history, utilization, account age,
and derogatory events

Recurring debts compared to income
(debt-to-income ratios)

Funds available for a down payment,
closing costs, and reserves

Equal Housing Lender - Educational information only

Ways to strengthen it

Build a documented history; understand
how variable income is treated

Avoid unnecessary job changes;
document gaps or transitions clearly

Pay on time, reduce revolving balances,
and review your credit report for errors

Pay down or pay off higher-payment
debts; avoid new financed purchases

Build a documented, seasoned savings
history separate from spending accounts
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Category What it looks at Ways to strengthen it
Documentation Ability to verify income, assets, identity, Gather and organize documents in
and residency advance; keep records consistent
Timing and financial behavior Recent credit activity, life changes, and Avoid large purchases, new credit, or
readiness of the overall file major financial changes before applying
03

What does income readiness look at?

Income readiness is less about a specific dollar amount and more about whether your income can be
documented, is reasonably stable, and is likely to continue. Lenders generally want to see that the income used
to support a mortgage payment is dependable, not a one-time spike or an amount that is difficult to verify.

Salaried and hourly employees typically have the most straightforward income story, supported by recent pay
statements and prior-year wage documents. Variable income — bonus, overtime, commission, or seasonal
earnings — is usually reviewed differently, often averaged over a documented period and evaluated for trend. A
household relying heavily on variable income may benefit from building a longer documented history before
applying.

Other income types, including retirement distributions, Social Security, disability, alimony or child support, rental
income, and investment income, each have their own documentation patterns. None of these income types are
automatically excluded, but each typically requires specific paperwork to demonstrate that the income is real,
ongoing, and likely to continue for a meaningful period.

Preparing for income readiness generally means gathering recent pay statements, prior-year tax documents
where applicable, and any award letters, benefit statements, or lease agreements that support non-employment
income. Households with multiple income sources may want to organize each source separately so an advisor
can evaluate them individually.

04

What does employment readiness look at?

Employment readiness focuses on the continuity and stability of your work history rather than your job title or
industry. Lenders commonly look for a consistent pattern of employment, even if that pattern includes multiple
employers, because it suggests income is likely to continue.

Gaps in employment are not automatically a problem, but they typically need an explanation and supporting
documentation — for example, education, family leave, or a documented transition between roles. A recent job
change is also not disqualifying in itself; what matters is whether the new role represents continuity in the same
field or a meaningful change in income structure, such as moving from salary to commission-based pay.

Self-employed borrowers and business owners face a distinct version of employment readiness, often centered
on the length of time the business has operated and the consistency of its documented income, which is
addressed in more detail later in this guide.

If you are considering a job change, a new role, or starting a business in the months before you plan to apply for
a mortgage, it is worth discussing the timing with an advisor first. Changes that seem minor to you can
sometimes affect how income is calculated or documented.
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What does credit readiness look at?

Credit readiness looks at the overall pattern shown on your credit report: payment history, the age and depth of
your credit accounts, how much of your available revolving credit you are using, recent inquiries and newly
opened accounts, and any derogatory events such as late payments, collections, bankruptcy, or foreclosure.

This guide does not state a universal minimum credit score, because none exists across the mortgage industry.
Credit expectations vary by loan program, lender, investor, loan-to-value, occupancy, and overall risk profile. A
profile that does not fit one lender's guidelines may fit comfortably within another's, particularly when other parts
of the file are strong.

Strengthening credit readiness usually starts with paying every account on time, every month, since payment
history typically carries the most weight. Reducing revolving balances relative to your credit limits, avoiding new
credit accounts in the months before applying, and reviewing your credit reports for errors or outdated
information are also common preparation steps.

Recovering from a past credit event — a late payment, a collection, or a more serious event like bankruptcy or
foreclosure — is a process that unfolds over time and depends heavily on the specific event, how long ago it
occurred, and the program involved. This guide addresses buying after bankruptcy or foreclosure in the FAQ
section below, but the details always depend on your specific circumstances and should be reviewed with a
licensed advisor.

There is no universal minimum credit score for a mortgage. Credit expectations vary by lender, investor, program, and
overall file strength.

06

What does debt readiness look at?

Debt readiness generally centers on two ratios. The housing ratio compares your proposed total housing
payment — often described using the acronym PITIA, covering principal, interest, taxes, insurance, and any
association dues or mortgage insurance — to your gross monthly income. The total debt-to-income ratio adds
every other recurring monthly obligation reported on your credit file or otherwise documented, such as auto
loans, student loans, minimum credit card payments, and support obligations.

Every household's ratios are different, and there is no single threshold that applies across all lenders and
programs. Some programs place more emphasis on the ratio itself, while others weigh residual income — the
amount left over each month after every obligation is paid — more heavily. Our debt-to-income calculator at
/calculators/debt-to-income can help you estimate both ratios using your own numbers as a starting point for a
conversation with an advisor.

How individual obligations are counted can also vary. Deferred debt, student loans in an income-driven
repayment plan, obligations paid by a business rather than personally, and payments on other financed
properties can each be treated differently depending on documentation and program rules. This is one of the
areas where a detailed conversation with an advisor often uncovers more flexibility than a borrower expects.

Strengthening debt readiness commonly involves paying down higher-payment balances, avoiding new financed
purchases such as auto loans or furniture financing before applying, and documenting any debts that are paid by
someone else or by a business so they can potentially be excluded from the calculation.
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What does savings readiness look at?

Savings readiness is often reduced to the down payment alone, but a down payment is only one piece of what
most households need to have set aside before closing. Underestimating the full picture is one of the most
common reasons a purchase feels rushed or stressful near closing.

Down payment expectations vary significantly by loan program, property type, occupancy, and lender — some
programs allow very low or no down payment for eligible borrowers and property types, while others require
more. There is no single percentage that applies universally, and gift funds, down payment assistance, and other
sources are treated differently depending on the program.

Beyond the down payment, buyers typically need funds for closing costs, which cover items like lender fees, title
work, recording fees, prepaid taxes and insurance, and often an appraisal. Many buyers also want, or are
required, to hold reserves — funds remaining after closing — as a cushion. Our down payment calculator at
/calculators/down-payment and closing costs calculator at /calculators/closing-costs can help you build a fuller
picture of what to save toward.

Documented, seasoned savings — meaning funds that have been sitting in an account for a period of time and
can be traced through statements — are generally viewed more favorably than funds that appear suddenly
shortly before applying. If a gift, bonus, or asset sale will contribute to your savings, keep clear documentation of
where those funds came from.

What to save for beyond the down payment

A more complete savings target usually includes each of these categories.

Down payment funds appropriate to your target program and property
Closing costs, including lender, title, and recording fees
Prepaid property taxes and homeowners insurance

[ ]

[ ]

[ ]

B An appraisal fee and any inspection costs

B Moving expenses and any immediate repairs or furnishings
B Post-closing reserves to cover several months of expenses
[ ]

A buffer for unexpected costs that arise during the transaction

08

What does reserve readiness look at?

Reserves refer to the liquid funds you have remaining after your down payment and closing costs are paid.
Lenders and investors often express reserve expectations as a number of months of your future total housing
payment, though whether reserves are required, and how many months, varies substantially by program, loan
amount, occupancy, property type, and overall risk profile.

Reserve readiness is not only about meeting a lender's specific requirement, if one applies to your scenario. It is
also a personal financial safety measure. A household that closes on a home with little or nothing left in savings
may be more exposed to an unexpected repair, a temporary income disruption, or a change in expenses than a
household with a cushion in place.

Common sources of reserves include checking and savings account balances, money market funds, and in some
cases a portion of retirement or investment account balances, depending on the program's rules for counting
those assets. Funds already committed to the down payment or closing costs generally cannot also be counted
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as reserves.

If your current savings would leave little cushion after closing, it may be worth discussing with an advisor
whether a smaller down payment paired with stronger reserves, or a different loan structure, better fits your
overall financial picture than depleting your savings to make the largest possible down payment.

09

What does payment readiness look at?

Payment readiness asks a different question than the other categories: not simply whether a lender might
approve a given payment, but whether that payment fits comfortably into your household's actual budget and
financial goals. These are related but distinct questions, and conflating them is a common source of after-the-fact
regret for new homeowners.

A full housing payment is usually more than principal and interest. It is commonly described using the acronym
PITIA, and understanding each component before you shop for a home can prevent surprises later.

Many households find it useful to separate the question 'what payment could a lender approve' from the question
'what payment would | be comfortable making every month for years.' The first is a function of income, debt, and
program guidelines. The second depends on your savings goals, other financial priorities, job stability, and
personal risk tolerance — none of which a lender's calculation can fully capture.

Our mortgage payment calculator at /calculators/mortgage-payment and affordability calculator at
/calculators/home-affordability can help you model different price points and payment structures before you
commit to a specific target, so that the number you bring to a lender reflects your own comfort level as well as
what might be available to you.

The components of a full monthly housing payment (PITIA).

Component What it covers

Principal The portion of your payment that reduces the loan balance

Interest The cost of borrowing, calculated on the outstanding balance

Taxes Property taxes, often collected monthly through an escrow
account

Insurance Homeowners insurance, and where applicable flood or wind
insurance

Association dues HOA or condo association fees, where applicable

Approval is an underwriting conclusion. Affordability is a household decision.

10

What does documentation readiness look at?

Documentation readiness is about whether you can promptly produce the paperwork a lender is likely to request
to verify your identity, income, assets, and debts. A well-organized document set rarely changes whether a loan
can move forward, but it can meaningfully shorten how long the process takes and reduce back-and-forth
requests during underwriting.
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Most applications ask for similar broad categories: identification, recent income documentation, prior-year tax
records where applicable, asset account statements, and information about existing debts and the property
itself. Self-employed borrowers, borrowers with rental income, and borrowers relying on gift funds typically have
additional documentation specific to those situations.

One frequently overlooked aspect of documentation readiness is consistency: your name, address history, and

the numbers reported across different documents should generally match or be easily explained if they do not.
Inconsistencies are not usually serious problems, but they often generate additional questions that slow the file
down.

Preparing a simple, organized folder — physical or digital — with these categories in place before you begin a
formal application is one of the most effective ways to move through underwriting more smoothly.

Documentation readiness checklist

Government-issued identification for each borrower

Two most recent pay statements or equivalent income documentation

Prior one to two years of W-2s or 1099s, where applicable

Prior one to two years of tax returns for self-employed or commission income
Two most recent statements for each bank, retirement, or investment account
Documentation for any gift funds, including a gift letter and source of funds

A list of current debts with approximate balances and monthly payments
Landlord or mortgage payment history for the past 12 to 24 months

Any documentation explaining employment gaps, address changes, or name changes

11

What does property readiness look at?

Property readiness is about whether the specific home you are considering fits the loan program and lender you
plan to use. Not every property type is eligible for every program, and the differences can affect timelines, down
payment expectations, and insurance requirements.

Single-family homes are usually the most straightforward, while condominiums involve an additional layer of
review of the condo project itself, not just the individual unit. Multi-unit properties, manufactured homes, homes
on acreage, unique or custom properties, and properties needing significant repair each carry their own
considerations that can affect eligibility and appraisal requirements.

Occupancy also matters. A primary residence, a second home, and an investment property are generally treated
differently in terms of down payment, pricing, and reserve expectations, even for the same physical property.
Clarifying how you intend to use a property before you make an offer helps ensure the financing conversation
matches reality.

If you are considering a property type outside the most common single-family primary residence scenario — a
condo, a multi-unit property, a rural property, or a home needing renovation — it is worth raising that early with
an advisor so the right program can be identified before you are under contract.

12

What does timing readiness look at?
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Timing readiness considers whether now is a reasonable moment for you personally to move forward,
independent of interest rates or the broader housing market. Life circumstances, career stability, and near-term
financial plans often matter more to your own outcome than short-term market movements that are difficult to
predict or control.

Households sometimes delay a purchase waiting for rates to fall, or rush a purchase trying to beat a rate
increase. Both approaches carry risk, since rate movements are not reliably predictable. A more durable
approach is to evaluate your own readiness — income stability, savings, debt levels, and documentation — and
treat market timing as a secondary factor rather than the primary driver of the decision.

Major life transitions in progress, such as a planned job change, a pending divorce, an anticipated inheritance, or
an upcoming relocation, can also affect the right timing for a mortgage application. These situations are not
necessarily reasons to wait, but they are worth discussing with an advisor so documentation and program choice
can account for them.

Timing readiness is also practical: do you have enough runway before a lease ends or a contract deadline to
gather documentation, shop for a loan, and complete underwriting without unnecessary pressure? Building in
extra time generally reduces stress and gives you more room to compare options.

13

What does behavioral readiness look at?

Behavioral readiness refers to the financial habits and decisions in the weeks and months surrounding a
mortgage application, particularly between when you apply and when the loan closes. This period deserves
special attention because changes that would otherwise seem minor can have an outsized effect on a file already
in process.

Lenders commonly re-verify credit, employment, and sometimes assets close to closing. A new credit inquiry, a
newly opened account, or a noticeably higher revolving balance discovered at that point can require the file to be
reevaluated, which may affect the terms or timeline of your loan.

Because of this, many advisors recommend a period of financial stability once you decide to move forward with
an application, avoiding significant changes until after closing. This is not about permanently avoiding normal
financial decisions — it is about sequencing them so they do not disrupt a transaction already underway.

Behavioral readiness is often the most overlooked category because it has nothing to do with your starting
financial position and everything to do with discipline during the transaction itself. A strong file at application can
still run into friction if these habits are not maintained through closing.

What to avoid between application and closing

Opening new credit cards or loans, including furniture or auto financing
Making large purchases on existing credit accounts

Co-signing a loan for another person

Closing existing credit accounts, even ones you no longer use

Changing jobs or pay structure without first discussing it with your advisor

Making large, undocumented deposits or transfers between accounts

Skipping or making late payments on any existing obligation

vabasso.com -+ NMLS #2864025 - Equal Housing Lender - Educational information only Page 9



THE MORTGAGE READINESS GUIDE VABASSO MORTGAGE

What does readiness look like for first-time
buyers?

First-time buyers often face two challenges at once: learning the process for the first time while also assessing
their own financial readiness. It is common to feel behind or unprepared simply because the vocabulary and
steps are unfamiliar, not because your finances are actually weak.

A useful starting point is separating what you can control now — building savings, monitoring credit, gathering
documentation — from what you cannot control, such as home prices or interest rates in your local market.
Focusing energy on the first category tends to be more productive.

First-time buyers should also be aware that a wide range of loan programs exist specifically to accommodate
lower down payments, more flexible credit profiles, or limited savings, and that these programs are not a lesser
or lower-quality path. An advisor can help identify which of these programs may fit your specific situation.

Finally, first-time buyers benefit disproportionately from simply starting the conversation early — sometimes six
months to a year before an anticipated purchase — because that runway allows time to address any preparation
gaps identified in a readiness review without feeling rushed by a home already under contract.

15

What does readiness look like for self-employed
borrowers?

Self-employed borrowers generally face a more document-intensive income review than salaried employees,
because their income is not verified by a single third-party employer. This does not mean self-employed income
is viewed unfavorably, only that it typically requires more paperwork to demonstrate stability and continuation.

A documented history of at least a couple of years in the same business or field is often preferred, though shorter
histories can sometimes be considered depending on the program and the borrower's overall profile, particularly
if there is relevant prior experience in the same field as an employee.

One challenge specific to self-employed borrowers is that tax strategies aimed at minimizing reported taxable
income can also reduce the income a lender is able to use for qualification purposes. Some programs address
this using bank statement analysis or other alternative documentation methods rather than tax returns alone,
which can better reflect actual cash flow for some business owners.

Self-employed readiness generally benefits from organized, separate business and personal accounts, consistent
bookkeeping, and early conversations with an advisor about which documentation approach — traditional
tax-return-based underwriting or an alternative method — best fits your specific business structure.

16

What does readiness look like for real estate
investors?

Investor readiness adds property-level considerations on top of personal financial readiness, since lenders
evaluating an investment purchase often look at both the borrower and the income potential of the property
itself.
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Some investment property programs place significant weight on the property's projected rental income relative
to its expected payment, sometimes with less emphasis on the borrower's personal income. Other programs
treat investment properties similarly to a primary residence with adjustments to down payment and pricing.
Which approach fits best depends on the borrower's overall financial picture and portfolio goals.

Investors who already own multiple financed properties may encounter additional reserve or documentation
expectations tied to the number of properties financed, since more properties generally represent more
combined obligations to review. Keeping organized records across a portfolio — rent rolls, leases, and
property-level expenses — tends to smooth this review considerably.

Because investment property financing spans a wide range of structures, from conventional investment loans to
specialized programs built around a property's cash flow, investor readiness often benefits most from an early
conversation about which structure fits a specific acquisition strategy rather than assuming one path applies to
every property.

17

What does readiness look like for VA-eligible
buyers?

VA-eligible buyers — active-duty service members, veterans, and certain surviving spouses — have access to a
benefit with distinct features, but readiness in most of the categories described in this guide still applies. Income,
credit, debt, and documentation readiness remain relevant even though down payment expectations often differ
from conventional financing.

Confirming eligibility and obtaining a Certificate of Eligibility is a readiness step specific to VA borrowers, and it is
worth doing early since it establishes the entitlement available for the transaction. Entitlement usage from a
prior VA loan can also affect readiness for a subsequent purchase and is worth reviewing with an advisor.

VA transactions have property-specific requirements as well, since the property generally must meet certain
minimum property requirements. Readiness for a VA buyer therefore includes some property evaluation
alongside personal financial readiness, particularly for older homes or homes needing repair.

VA-eligible buyers preparing to use their benefit should treat the readiness categories in this guide as a starting
checklist, then confirm program-specific details — entitlement, funding fee treatment, and eligible property types
— directly with an advisor familiar with VA lending.

18

What does readiness look like for construction
financing?

Construction financing readiness includes everything described elsewhere in this guide, plus additional layers
specific to building rather than purchasing an existing home: a builder or contractor, detailed plans and
specifications, a construction budget, and a timeline for the build.

Lenders financing construction typically want to evaluate the builder's experience and licensing in addition to the
borrower's financial profile, since the builder's performance directly affects whether the project is completed on
time and on budget. Selecting and vetting a builder early is therefore a readiness step in its own right.

Construction financing structures vary — some combine a construction period and permanent financing into a
single closing, while others require separate transactions. Each approach has different implications for how funds
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are disbursed during the build and what happens if costs run over the original budget.

Because construction projects involve more variables than a standard purchase, readiness for construction
financing generally benefits from a longer preparation runway and a more conservative approach to budgeting,
allowing room for the kind of cost or timeline changes that are common during a build.

19

How does the Mortgage Readiness Assessment
score readiness?

The Vabasso Mortgage Readiness Assessment, available at /pre-qualify, is a self-guided tool that asks about your
goals, property use, target price, down payment, income, employment, debts, credit range, and any special
circumstances, then produces an educational readiness score and an estimated buying power range based on
the answers you provide.

The assessment organizes its scoring around several weighted categories, broadly aligned with the framework in
this guide: income stability, an estimated debt-to-income position, down payment preparedness, a self-reported
credit estimate, employment history, property and occupancy fit, and available funds and reserves. Each
category is scored individually and then combined into an overall educational score.

It is important to understand what this score is and is not. It does not pull your credit report, and completing it
does not affect your credit score. It does not represent a lending decision by any lender or investor. It is built
entirely from the information you self-report, so its usefulness depends on how accurate and complete your
answers are.

The purpose of the assessment, and of this guide, is the same: to give you a structured, judgment-free way to
see where your preparation currently stands and what to focus on next, before you engage in a formal
application process with all of the documentation and verification that involves.

A readiness score is an educational planning measure, not a credit score, approval, or underwriting result.

20

What are the four readiness levels?

To make a readiness score easier to interpret, it can be grouped into four general levels. These levels are
intentionally described in neutral, descriptive language rather than as a judgment about a person's finances,
because a lower level simply points to more preparation time, not a permanent condition.

Preparing: what this generally means

One or more foundational categories, such as income documentation, credit, or savings, likely need meaningful
attention before a formal application would be productive.

Focus first on the categories showing the weakest results in your assessment
Build a documented income and employment history before applying
Address any credit issues, including reviewing your credit reports for errors

Revisit this guide's 90-day preparation plan as a starting structure
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Developing: what this generally means
Several categories look solid, while one or two others could use continued attention over the coming months.

B |dentify the one or two categories holding back your overall score
B Continue building savings and reserves while addressing remaining gaps

B Begin organizing documentation even though you may not apply immediately

Nearly Ready: what this generally means

Most categories look solid enough to support a meaningful conversation with an advisor, even if a small item or
two remains.

B Schedule a conversation with a licensed mortgage advisor
B Bring your assessment results and documentation checklist to that conversation

B Ask specifically what would move you from nearly ready to ready to explore

Ready to Explore: what this generally means

Your scenario appears organized enough to begin a formal pre-qualification conversation, though every
application is still subject to verification and underwriting.

B Gather the documents on the documentation readiness checklist above
B Consider getting pre-qualified so your buying power reflects verified, not estimated, figures
B Maintain the behavioral readiness habits described above through closing

Four general readiness levels used for educational orientation.

Level General description

Preparing Important foundational items still need attention.

Developing Several elements are in place, but additional planning may be
helpful.

Nearly Ready The scenario appears organized enough for a personalized

mortgage review.

Ready to Explore The user may be prepared to begin pre-qualification, subject to
verification and underwriting.

21

What does a 90-day preparation plan look like?

Many households find it useful to work backward from a target application date using a simple 90-day structure.
The specific pace will vary depending on where you are starting from, but the general sequence below —
foundational review first, then active building, then final organization — tends to apply broadly.

Days 1-30: review and orient

B Complete the Mortgage Readiness Assessment to establish a baseline
B Pull and review your credit reports for accuracy

B Track your actual monthly income and expenses for a full month
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List all current debts, balances, and minimum payments
Identify which of the seven readiness categories need the most attention

Days 31-60: build and adjust

Pay down or pay off targeted higher-payment debts

Continue building savings toward your down payment, closing costs, and reserves

Avoid opening new credit accounts or making large financed purchases
Begin collecting income and asset documentation

Discuss your timeline and any complex income or credit situations with an advisor

Days 61-90: organize and finalize

22

Assemble a complete documentation folder using the checklist in this guide

Confirm your savings are seasoned and properly documented

Revisit your target price and payment using the calculators referenced in this guide

Schedule a formal pre-qualification conversation with an advisor
Review the behavioral readiness checklist before submitting an application

VABASSO MORTGAGE

How can I build my own readiness worksheet?

You can build a simple, printable readiness worksheet by recording the inputs below, then comparing them
against the results categories that follow. This worksheet mirrors the structure of the live Mortgage Readiness
Assessment at /pre-qualify, so you can complete it here on paper first, or use the online assessment directly for
an automated version with an educational score and buying-power estimate.

Worksheet inputs to record

Gross annual household income and income type(s)

Employment type and time in current role or field

Total estimated monthly debts (minimum required payments only)
Approximate credit score range

Available down payment funds

Estimated closing costs for your target price range

Remaining savings after down payment and closing costs (reserves)
Desired monthly housing payment, if you have one in mind

Target purchase price or price range

Anticipated timing for applying

Current documentation status (gathered, partially gathered, not started)
Property type under consideration

Intended occupancy (primary, second home, or investment)

Results to record and review once your inputs are complete.

vabasso.com -+ NMLS #2864025 - Equal Housing Lender - Educational information only
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Result

Readiness category summary
Potential buying-power range
Estimated housing ratio
Estimated debt-to-income ratio
Remaining liquidity

Missing preparation items
Recommended next steps

Relevant program pathways

VABASSO MORTGAGE

What to record

Your general standing in each of the seven readiness categories
A rough estimate to compare against your target price
Proposed housing payment compared to gross monthly income
Total obligations compared to gross monthly income

Funds left over after down payment and closing costs

Any documentation, savings, or credit items still outstanding
The specific actions most likely to move you forward

Loan programs that may be worth exploring with an advisor

For an automated version of this worksheet with an educational score and buying-power estimate, complete the

Mortgage Readiness Assessment at /pre-qualify.

23

What are common mortgage readiness

mistakes?

The mistakes below appear repeatedly across readiness conversations, regardless of income level or loan
program. Most are easy to correct once identified, which is part of why a structured self-assessment is useful

before applying.

Common mistakes and a more constructive alternative.
Mistake
Assuming a specific credit score is required everywhere
Depleting all savings for the largest possible down payment
Opening new credit or financing a large purchase before
applying
Waiting indefinitely for rates to drop before starting preparation
Confusing the maximum approved payment with a comfortable
payment

Gathering documents only after receiving a request from
underwriting

Changing jobs without discussing timing with an advisor

NMLS #2864025 - Equal Housing Lender -

Educational information only

What to do instead

Discuss your actual score range with an advisor across multiple
programs

Balance down payment size against maintaining post-closing
reserves

Hold off on new credit and large purchases until after closing
Separate personal readiness preparation from market timing
decisions

Use calculators to test payments against your own budget, not
just eligibility

Assemble a documentation folder before you begin the
application

Discuss any planned employment change before or during the
process
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Mistake What to do instead
Treating a readiness assessment score as a guaranteed Treat the score as a planning tool, then confirm details with an
outcome advisor

24

Important information about this guide

This guide describes mortgage readiness as an educational planning framework. It is not a loan approval, a
pre-qualification, a pre-approval, a commitment to lend, an offer to extend credit, a Loan Estimate, or legal or tax
advice. The Mortgage Readiness Assessment referenced throughout this guide produces educational estimates
based on information you provide; it does not pull credit and does not represent an underwriting decision. Credit
expectations, income documentation, debt-to-income treatment, down-payment and reserve expectations,
property eligibility, and closing timelines vary by lender, investor, loan program, property, occupancy,
transaction type, and borrower profile, and they change over time. Any number, ratio, or dollar figure in this
guide that is not attributed to a specific published source is hypothetical and provided for illustration only.
Confirm your actual figures with a licensed mortgage advisor and your official Loan Estimate and Closing
Disclosure.
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Frequently asked questions

What is mortgage readiness?

Mortgage readiness is a way of describing how organized your income, credit, savings, debts, and documentation
are relative to what a mortgage application typically requires. It is a planning concept rather than a legal or
lending status. A household can be well prepared and still find that a specific lender, program, or property does
not fit their scenario, since final outcomes always depend on underwriting review, not on preparation alone.

How do | know if | am ready for a mortgage?

A useful starting point is reviewing each of the seven readiness categories described in this guide — income,
employment, credit, debts, savings, documentation, and timing — and honestly assessing where you stand in
each. Completing a structured self-assessment, such as the Mortgage Readiness Assessment at /pre-qualify, can
help organize that review and highlight which categories may need more attention before you apply.

Does being mortgage ready mean | will be approved for a loan?

No. Readiness describes preparation, not a guaranteed outcome. Every mortgage application is subject to
underwriting review, which considers the full file, the specific property, and the guidelines of the lender and
investor involved. A well-prepared borrower still needs to go through formal verification, and a specific lender or
program may reach a different conclusion than another.

What credit score do | need for a mortgage?

There is no single credit score required across all mortgages. Credit expectations vary by loan program, lender,
investor, down payment, occupancy, and overall borrower profile. Some programs are designed to accommodate
a wider range of credit histories than others. Rather than aiming for one number, focus on paying accounts on
time, managing revolving balances, and discussing your actual credit profile with an advisor across multiple
program options.

How much income do | need to qualify for a mortgage?

There is no universal income minimum for a mortgage. What matters more is whether your income can be
documented, is reasonably stable, and is sufficient relative to your target home price and existing debts. Two
households with the same income can have very different outcomes depending on their debts, savings, and the
price range they are considering, so this is best evaluated with your specific numbers rather than a general
figure.

How is debt-to-income calculated?

Debt-to-income is typically calculated by dividing your monthly obligations by your gross monthly income, and
lenders often look at two versions: a housing ratio comparing your proposed housing payment alone to income,
and a total ratio adding every other recurring debt. Our debt-to-income calculator at /calculators/debt-to-income
can help you estimate both using your own numbers, though how specific debts are treated can vary by lender
and program.

How much savings do | need before buying a home?

The amount needed varies by loan program, price range, and personal comfort level, but a fuller savings target
typically includes the down payment, closing costs, prepaid taxes and insurance, an appraisal fee, moving
expenses, and reserves left over after closing. Our down payment and closing costs calculators can help you
estimate these categories individually rather than relying on a single rule of thumb.

Is a 20% down payment required to buy a home?

No, a 20% down payment is not a universal requirement. Many loan programs allow significantly lower down
payments, and some are designed for eligible borrowers or property types with little or no down payment. A
larger down payment can reduce your loan amount and may eliminate certain mortgage insurance requirements,
but it is a choice weighed against other financial priorities, not a fixed threshold you must meet.
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How much money should | have left after closing?

This varies by lender, program, loan amount, and property type, and some scenarios require a specific number of
months of reserves while others do not. Beyond any lender requirement, many households find it prudent to
keep a personal cushion for unexpected repairs, income disruption, or moving-related expenses. Depleting all
savings to maximize a down payment can leave a household financially exposed even if it satisfies a lender's
minimum.

What documents do | need to gather before applying for a mortgage?

Most applications request identification, recent pay statements, prior-year tax documents where applicable,
asset account statements, and information about existing debts. Self-employed borrowers, those with rental
income, and those using gift funds typically need additional documentation specific to those situations. The
documentation readiness checklist in this guide outlines a general starting list to gather in advance.

Does completing a pre-qualification or readiness assessment affect my credit?

The Vabasso Mortgage Readiness Assessment does not pull your credit report and does not affect your credit
score, since it relies on information you self-report about your credit range rather than a formal credit inquiry. A
subsequent, formal loan application generally does involve a credit pull, which is a separate step from an
educational self-assessment.

Should | pay off debt before applying for a mortgage?

Paying down higher-payment debts can improve your debt-to-income position and may improve your credit
utilization, both of which are often reviewed during underwriting. Whether it makes sense to pay off a specific
debt before applying depends on your overall savings goals and the size of the debt relative to your available
funds, so it is worth discussing your specific situation with an advisor rather than assuming all debt should be
eliminated first.

Should I close credit cards before applying for a mortgage?

Closing credit card accounts shortly before applying is generally discouraged, because it can reduce your total
available credit and shorten your average account age, both of which can affect your credit profile. If you are
considering closing an account for reasons unrelated to your mortgage, it is worth discussing the timing with an
advisor first rather than acting on it close to an anticipated application.

Will changing jobs affect my mortgage readiness?

A job change is not automatically a problem, but it can affect how your income is documented, particularly if the
new role changes your pay structure, such as moving from salary to commission, or represents a significant
change in field. If you are considering a job change while preparing for a mortgage, discuss the timing with an
advisor beforehand so you understand how it may affect your file.

What does readiness look like for self-employed borrowers?

Self-employed readiness generally involves a more document-intensive income review, since there is no single
employer verifying earnings. A documented history in the same business or field, organized bookkeeping, and
separate business and personal accounts tend to support a smoother review. Some programs use bank
statement analysis rather than tax returns alone, which can better reflect cash flow for business owners whose
tax strategies reduce reported taxable income.

Can gig or freelance income be used to qualify for a mortgage?

Gig and freelance income can often be used, but it is typically documented and evaluated similarly to other
self-employed or variable income, generally requiring a documented history and evidence that the income is
likely to continue. A shorter history or inconsistent earnings pattern may require additional documentation or a
longer averaging period. Discussing your specific income sources with an advisor early can clarify what will be
needed.
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Can retirement income be used to qualify for a mortgage?

Retirement income, including pensions, Social Security, and account distributions, can generally be used to
qualify, provided it can be documented and is reasonably expected to continue. Documentation typically includes
award letters, benefit statements, or account statements showing a distribution history. Retired borrowers
relying primarily on assets rather than fixed income may also have access to asset-based qualification pathways
in some programs.

Can | use gift funds for my down payment?

Many loan programs allow gift funds from an eligible donor, typically a family member, to be used toward a down
payment or closing costs, though rules about eligible donors, required documentation, and how much of the
down payment can come from gifts vary by program. A gift letter and clear documentation of the source of funds
are generally required, so it is worth discussing the specifics with an advisor before the funds are transferred.

How are student loans treated in mortgage qualification?

Student loans are generally included in your debt-to-income calculation, but the specific payment used can vary
depending on whether the loan is in active repayment, deferment, or an income-driven repayment plan, and this
treatment differs by loan program. Because the details can meaningfully affect your ratios, it is worth reviewing

your specific student loan situation with an advisor rather than assuming a single standard payment applies.

Can | qualify for a mortgage with a new job?

A new job does not automatically prevent moving forward, particularly if it represents continuity in the same
field, but it typically requires additional documentation, such as an offer letter or a verification of employment,
and lenders often want to see the income has actually started and is stable. A very recent transition into a
different field or pay structure, such as newly self-employed, may require more history before that income can be
fully used.

How is variable monthly income handled during qualification?
Variable income, such as bonus, commission, or overtime, is typically averaged over a documented period, often
the most recent one to two years, and reviewed for trend. A declining average is often used rather than a simple
average, since lenders generally want a conservative, defensible figure. Building a longer documented history of
variable income before applying can strengthen how it is evaluated.

How long does it typically take to become mortgage ready?

This varies widely depending on your starting point. Some households are essentially ready to explore financing
already, while others benefit from a more extended preparation period to build savings, address credit issues, or
establish a longer income history. The 90-day preparation plan in this guide offers one general structure, but the
actual timeline for any individual household depends on which readiness categories need the most attention.

Should | wait for mortgage rates to fall before preparing to buy?

Rate movements are difficult to predict reliably, so many advisors suggest separating personal readiness
preparation from market timing decisions. Building savings, improving credit, and organizing documentation are
valuable regardless of where rates move, and being prepared allows you to act when the right property and
financing combination becomes available, rather than trying to time the broader market.

How much home can | actually afford?

Affordability depends on your income, existing debts, down payment, and personal comfort with a given monthly
payment, and it is a different question than the maximum a lender might approve. Our home affordability
calculator at /calculators/home-affordability can help you model a range based on your own numbers, and
comparing that to a lender's estimate can highlight whether your comfort level and the maximum approved
figure are aligned.
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What is a comfortable monthly mortgage payment?

A comfortable payment is a personal determination that depends on your other financial goals, job stability,
existing obligations, and risk tolerance, and it is not always the same as the highest payment a lender might
approve. Many households find it useful to model several payment levels against their actual monthly budget,
including savings goals and discretionary spending, before deciding on a target price range.

What is the difference between readiness and qualification?

Readiness describes how prepared your finances and documentation are relative to what a mortgage process
typically requires; qualification, or more precisely underwriting approval, is a formal conclusion reached by a
lender after reviewing your complete, verified file against a specific program's guidelines. Readiness is
something you can assess and build yourself; the underwriting outcome is determined by the lender and investor
involved.

Can | buy a home after a bankruptcy?

Many borrowers are able to obtain mortgage financing again after a bankruptcy, but the required waiting period
and documentation depend on the type of bankruptcy, how it was resolved, the loan program, and your credit
and financial history since that event. Because these rules vary meaningfully by program, this is best discussed
directly with a licensed advisor who can review your specific timeline and circumstances.

Can | buy a home after a foreclosure or short sale?

Financing after a foreclosure or short sale is often possible after a waiting period that varies by loan program and
by the specific circumstances of the prior event. Rebuilding credit and demonstrating a period of stable financial
behavior afterward typically strengthens a future application. As with bankruptcy, the specific waiting period and
documentation required should be confirmed directly with an advisor.

What should I avoid doing between applying for a mortgage and closing?

Avoid opening new credit accounts, making large purchases on existing credit, co-signing loans, closing existing
credit accounts, changing jobs without discussing it first, and making large undocumented deposits or transfers.
Lenders commonly re-verify credit and employment close to closing, and changes during this window can require
the file to be reevaluated, potentially affecting your terms or timeline.

What should | do after completing a readiness assessment?

Review your results against the readiness levels described in this guide, focus on any categories flagged as
needing attention, and use the checklists and calculators referenced throughout to address specific gaps. When
your scenario feels organized, the natural next step is a conversation with a licensed advisor, followed by formal
pre-qualification once you are ready to move forward with verified figures.

Is a readiness score the same as a credit score?

No. A readiness score, such as the one produced by the Mortgage Readiness Assessment, is an educational
planning measure built from self-reported information across several categories, including a self-reported credit
range. It is not a credit score, does not involve a credit pull, and does not follow the same methodology used by
credit bureaus or credit scoring models.

Can | improve my readiness score quickly?

Some categories, such as gathering documentation or reducing a specific revolving balance, can improve
relatively quickly, while others, such as building a longer income history or recovering from a past credit event,
take more time by nature. Reviewing which categories are weighing down your score can help you prioritize the
changes most likely to have a meaningful, near-term effect.

Do | need a real estate agent before | start preparing my finances?

No, financial preparation and working with a real estate agent are separate, parallel tracks, and many buyers
begin organizing their finances well before they start touring homes or select an agent. Establishing your
readiness and, eventually, a formal pre-qualification, before house hunting can also make conversations with an
agent more focused, since you will have a clearer sense of your target price range.
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What is the difference between this guide and the Mortgage Readiness Assessment?

This guide is an educational reference explaining the categories, concepts, and preparation strategies behind
mortgage readiness in detail. The Mortgage Readiness Assessment at /pre-qualify is an interactive tool that
applies a similar framework to your specific answers and produces a personalized educational score and
buying-power estimate. Using both together — reading the guide for context, then completing the assessment
for a personalized result — tends to be the most useful approach.
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Tools, related pages, and next steps

A stronger plan begins before the application. Understand the loan, prepare the funds, estimate the payment,
and take the next step with greater clarity.

Calculators

— Home Affordability Calculator vabasso.com/calculators/home-affordability
— Mortgage Payment Calculator vabasso.com/calculators/mortgage-payment
— Debt To Income Calculator vabasso.com/calculators/debt-to-income

— Down Payment Calculator vabasso.com/calculators/down-payment

— Closing Costs Calculator vabasso.com/calculators/closing-costs

Loan programs

— Conventional Loans vabasso.com/loan-programs/conventional

— Fha Loans vabasso.com/loan-programs/fha

— Va Loans vabasso.com/loan-programs/va

— Bank Statement Loans vabasso.com/loan-programs/bank-statement

— Asset Qualifier Loans vabasso.com/loan-programs/asset-qualifier

Related reading

— How much home can i afford vabasso.com/resources/article/how-much-home-can-i-afford

— Pre qualification vs pre approval vabasso.com/resources/article/pre-qualification-vs-pre-approval

— How credit affects mortgage vabasso.com/resources/article/how-credit-affects-mortgage

— Documents needed for a mortgage vabasso.com/resources/article/documents-needed-for-a-mortgage
— Mortgage readiness checklist vabasso.com/resources/article/mortgage-readiness-checklist

— Mortgage Glossary vabasso.com/mortgage-glossary

— Guide library vabasso.com/resources/guides

Next steps

— Take the Mortgage Readiness Assessment vabasso.com/pre-qualify

— Estimate my buying power vabasso.com/calculators/home-affordability
— Explore my mortgage pathway vabasso.com/mortgage-pathway

— Get pre-qualified vabasso.com/get-pre-qualified

— Apply now vabasso.com/apply

— Mortgage Readiness Assessment vabasso.com/pre-qualify

Sources

Program rules referenced in this guide are maintained by the applicable agency, investor, and lender. Confirm current requirements
with your licensed mortgage advisor and official program guidance before making decisions. Source: HUD / FHA program guidance,
agency and investor guidelines, and Vabasso Mortgage editorial review dated 2026-07-31.

Disclosure

This guide describes mortgage readiness as an educational planning framework. It is not a loan approval, a pre-qualification, a
pre-approval, a commitment to lend, an offer to extend credit, a Loan Estimate, or legal or tax advice. The Mortgage Readiness
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Assessment referenced throughout this guide produces educational estimates based on information you provide; it does not pull credit
and does not represent an underwriting decision. Credit expectations, income documentation, debt-to-income treatment,
down-payment and reserve expectations, property eligibility, and closing timelines vary by lender, investor, loan program, property,
occupancy, transaction type, and borrower profile, and they change over time. Any number, ratio, or dollar figure in this guide that is
not attributed to a specific published source is hypothetical and provided for illustration only. Confirm your actual figures with a licensed
mortgage advisor and your official Loan Estimate and Closing Disclosure.
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