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Credit Score Trends Across Generations and
How It Influences Mortgage Rates in 2024

Truss Financial Group shows how higher
credit scores lead to better mortgage rate
in 2024, with improvements across Gen Z,
millennials, Gen X, and baby boomers.

LADERA RANCH, CA, UNITED STATES,
October 3, 2024 /EINPresswire.com/ --
As mortgage rates continue to
fluctuate due to various economic
factors, one constant remains a key
determinant in the approval process:
the credit score. Credit scores still play
a pivotal role in setting mortgage
interest rates. This press release
explores how credit scores impact
mortgage rates and provides data-
driven insights into credit score trends
across generations, including Gen Z,
millennials, Gen X, and baby
boomers.

The Role of Credit Scores in Mortgage
Rates:

Lenders use credit scores to evaluate
the risk of lending to potential
borrowers. Nowadays, the correlation
between credit scores and mortgage
interest rates is stronger than ever.
Higher credit scores indicate lower risk
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This bar chart visualizes the range of mortgage
interest rates in 2024 based on four credit score
categories: Poor (below 650), Fair (650-699), Good
(700-749), and Excellent (750+). Each category shows
a minimum and maximum interest rate, with higher
scor
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This line chart tracks the delinquency rate trend for
Gen Z (born 1997 and later) from March 2023 to
March 2024, displayed as a percentage of the
outstanding balance. The delinquency rate starts at
0.23% in March 2023, dips to 0.17% in May 2023, and
then

to lenders, which translates into lower interest rates for borrowers. This could save homeowners
thousands of dollars over the life of their loans.

The FICO credit scoring model, which ranges from 300 to 850, is widely used in the mortgage
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industry. Here's a breakdown of how different credit score ranges affect average mortgage
interest rates in 2024:

- Excellent (750+): Borrowers with excellent credit scores enjoy the most favorable rates, with
averages ranging from 5.0% to 5.5%.

- Good (700-749): Borrowers in this range can expect rates from 5.6% to 6.0%.

- Fair (650-699): Interest rates for borrowers with fair credit scores hover between 6.5% and
7.0%.

- Poor (below 650): Borrowers with poor credit may face rates starting at 7.5%, and some lenders
may require additional points upfront to secure a loan.

These rate differences can significantly affect a mortgage's total cost. For example, a borrower
with a 750+ credit score securing a $300,000, 30-year fixed mortgage at a 5.0% rate would pay
about $1,610 monthly.

On the other hand, a borrower with a 650 score at 7.0% would pay roughly $1,995 per month,
which adds up to nearly $138,000 more over the loan's term.

Credit Score Trends Across Generations in 2024:

According to VantageScore CreditGauge data, Generational differences in financial habits, access
to credit, and economic conditions have resulted in varying credit score trends. Here's a look at
how these trends play out:

1. Gen Z (Born 1997-2012): As Gen Z begins to enter the housing market, their average credit
score is around 679. Over the past two years, Gen Z has seen a 15% increase in their average
score, driven by financial literacy programs and digital tools. However, their shorter credit
histories often make it difficult for them to secure the best mortgage rates.

2. Millennials (Born 1981-1996): Millennials, the largest group of homebuyers, have an average
credit score of 700. Many are entering prime home-buying years and have improved their scores
by reducing debt and gaining financial stability. However, challenges such as high student loan
debt can still affect their credit profiles.

3. Gen X (Born 1965-1980): With an average credit score of 721, Gen X generally has stronger
credit profiles due to years of credit experience. However, those who faced financial difficulties
during the 2008 housing crisis may still be rebuilding their credit.

4. Baby Boomers (Born 1946-1964): Baby boomers have the highest average credit score, around
734. Many benefit from long-established credit histories, lower debt levels, and significant home
equity, allowing them to secure the most favorable rates. As they transition into retirement,
maintaining strong credit remains crucial for refinancing and downsizing.
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Why Credit Scores Matters:

The housing market faces a unique mix of high demand and interest rate volatility due to
inflation, geopolitical factors, and economic uncertainty. This makes credit scores even more
critical in securing favorable mortgage terms.

Even small changes in a credit score can lead to substantial differences in the interest rate
offered. Borrowers with borderline scores, such as those hovering between "good" and "fair,"
may see dramatic shifts in their loan terms, underscoring the importance of credit
management.

“As younger generations work to build stronger credit profiles, we can expect increased
competition for affordable housing. This could potentially lead to higher home prices, especially
in high-demand areas," says Jason Nichols, CMO at Truss Financial Group. "On the other hand,
borrowers with weaker credit will face greater hurdles, which may slow down their path to
homeownership."

Improving Credit Scores for Better Mortgage Rates:

For those planning to purchase a home in 2024, improving credit scores can dramatically affect
affordability. Key strategies include:

i. Paying down debt: Lowering credit utilization rates can quickly improve scores.

ii. Avoiding new credit inquiries: Hard inquiries can temporarily lower scores, so it's best to avoid
opening new accounts before applying for a mortgage.

iii. Monitoring credit reports: Regularly reviewing credit reports and disputing errors can help
improve creditworthiness.

iv. Maintaining a balanced credit mix: A healthy mix of revolving credit (e.g., credit cards) and
installment loans (e.g., car loans) positively impacts credit scores.

Conclusion:

Credit scores remain a key factor in determining mortgage rates. As generational trends show
improvements across the board, especially for Gen Z, there are opportunities to secure better
mortgage terms. However, the economic landscape demands that borrowers stay proactive in
managing their credit to take advantage of the best rates.

About Truss Financial Group:

Truss Financial Group is a leading independent mortgage lender specializing in helping real
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estate investors and self-employed business owners secure financing. With over 20 years of
experience, TFG offers personalized attention and creative loan solutions, backed by strong
relationships with well-capitalized banking partners.
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This press release can be viewed online at: https://www.einpresswire.com/article/748694690
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