
How Your Credit Score Affects a VA Loan Approval

Understanding the Role of Your Credit Score in a VA Loan
For many veterans and active-duty service members, a VA home loan is one of the most
valuable benefits earned through service. Backed by the Department of Veterans Affairs, these
loans offer competitive terms and typically require no down payment. But despite the lack of a
strict minimum credit score from the VA itself, your credit history still plays a major part in
getting approved. Lenders set their own standards, and a low score can make the process
harder even if you qualify for the benefit.

This article breaks down what you need to know about the VA loan credit score and how you
can improve your chances of approval when your credit is less than perfect.

Why Lenders Care About Your Credit Score
The VA does not lend money directly. It guarantees a portion of the loan, which reduces risk for
private lenders. But those lenders still evaluate borrowers based on their creditworthiness.
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Your credit score is one of the primary tools they use to judge how likely you are to repay the
loan on time.

Without a strong credit history, a lender might see you as a higher risk. They may ask for a
higher interest rate or require compensating factors to offset that risk. Understanding what
lenders look for beyond the score itself can help you prepare a stronger application.

What Is the Minimum Credit Score for a VA Loan?
There is no official VA minimum credit score. The Department of Veterans Affairs does not set
a floor. However, most lenders have their own internal guidelines. Many require a score of at
least 620. Some will go lower, especially if you have strong compensating factors. Others may
stick to a higher cutoff, such as 640 or 660.

If your score is below 620, you still have options. Not all lenders are the same. Some specialize
in working with veterans who have blemished credit. They may look at your overall financial
picture rather than just the number. Your best move is to shop around and ask each lender
about their specific requirements.



The Truth About the VA Loan Credit Score
One common myth is that the VA loan program ignores credit entirely. That is not true. While
the VA does not require a particular score, its guidelines do require lenders to assess the
borrower’s credit profile. Lenders must ensure the borrower has a satisfactory credit history. A
very low score or recent negative items like bankruptcies or foreclosures can lead to denial.

That said, the VA loan credit score is not the only factor. Lenders also evaluate your debt-to-
income ratio, residual income after monthly expenses, and whether you have a stable
employment history. These compensating factors can sometimes outweigh a lower score,
especially if your credit problems are old or isolated.
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Compensating Factors That Can Help
Compensating factors are positive elements in your application that reduce the perceived risk
of a low credit score. Lenders weigh these alongside your score. Common compensating
factors include:

A large cash reserve or savings after closing

Low debt-to-income ratio, meaning you have minimal monthly obligations

Significant residual income left after paying all debts and housing costs

A long history of on-time rent or mortgage payments, even if other credit is sparse

Stable employment in the same field for several years

If your score is borderline, gathering documentation for these areas can make a real difference.
A lender may be willing to approve a loan with a score in the low 600s if you show strong
compensating factors.

Manual Underwriting: An Option for Veterans With Bad Credit
When the automated underwriting system rejects a loan application due to credit issues,
manual underwriting may be an alternative. In manual underwriting, a human underwriter
reviews your entire file and makes a judgment based on the full picture. This process can be
more forgiving than the automated system, which relies heavily on the credit score.

Manual underwriting is not a shortcut. It requires more documentation and time. But for
veterans who have rebuilt their credit after a rough patch, or who have non-traditional credit
history, it can open the door. Lenders who offer VA loans and accept manual underwriting are
worth seeking out if your score is low.

Credit Repair: Steps You Can Take Before Applying
If you are not in a rush, improving your credit score before starting the loan process can save
you money and stress. Even small improvements can shift you into a better interest rate tier or
help you meet a lender’s minimum threshold.

Start by checking your credit reports from all three major bureaus. Look for errors, outdated
accounts, or incorrect late payments. Dispute anything that is wrong. Pay down credit card
balances to lower your credit utilization ratio. Make all payments on time, especially for rent
and utilities, since some lenders consider these in their evaluation.



Also avoid opening new credit accounts or closing old ones in the months before your
application. New accounts can lower your average account age, and closing accounts can
reduce your total available credit. Both can hurt your score temporarily.

Residual Income and Debt-to-Income Ratio
These two numbers often matter as much as your credit score. Residual income is the money
left after paying all monthly obligations, including the new mortgage payment, taxes, insurance,
and other debts. The VA wants to see that you can cover your family’s basic living expenses
even after the housing payment.

Your debt-to-income ratio compares your total monthly debt payments to your gross monthly
income. A lower ratio signals that you are not overextended. Lenders generally prefer a debt-to-
income ratio below 41%, but VA guidelines allow more flexibility if your residual income is high
enough.

If your credit score is weak, focus on lowering your debt and increasing your income. Even a
side job or overtime hours can improve these ratios and strengthen your case.

The Certificate of Eligibility and Your Credit Score



Before you can get a VA loan, you need a Certificate of Eligibility (COE) from the VA. This
document proves you meet the service requirements. Your credit score has nothing to do with
obtaining the COE. It is purely based on your military service record. But once you have the
COE, lenders still evaluate your credit. So having the certificate in hand does not bypass the
credit check.

Think of the COE as your ticket to the program, not a guarantee of approval. You still need to
meet the lender’s underwriting standards, which include your credit score, income, and debts.

Funding Fee and Credit Score
VA loans include a funding fee, which is a one-time charge that goes to the VA. This fee can be
paid at closing or rolled into the loan amount. While the funding fee is based on the loan
amount and whether it is your first use of the benefit, some lenders may adjust their pricing
based on your credit score. A higher score might mean a lower interest rate, which can reduce
your monthly payment. A lower score could lead to a slightly higher rate, though the difference
is usually modest compared to conventional loans.

The funding fee itself does not change based on your credit. But the overall cost of the loan
can vary. Shopping around among lenders can help you find the best combination of rate and
fees for your situation.



Final Thoughts on the VA Loan Credit Score
Your credit score is important, but it is not the only thing that matters for a VA loan. The
program is designed to help veterans who might not qualify for conventional financing. With
the right approach, even a lower score can be overcome. Focus on building your compensating
factors, reducing your debt, and finding a lender experienced with VA loans for borrowers with
bad credit.

A VA loan can be a realistic path to homeownership, even if your credit history has some dings.
Understanding how your credit score fits into the bigger picture gives you the power to prepare
and improve your chances.


