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  declined by lender 

Dalia Barsoum and Enza Venuto reveal practical tips and 
options when your  bank declines your loan application

Each lender has its own qualification 
ratios for evaluating applications. Some 
lenders accept higher investor debt load 
than others and some will consider 
the strength of the property over the 
applicant’s. 

•	 Product	offering. Lenders differ in 
the client segments they focus on. For 
example, some have good products for the 
self-employed or clients with challenged 
credit, while others don’t. They also 
differ in terms of the extent of support 
documentation required from the client 
to close the deal.

•	How	they	factor	in	rental	income. 
Lenders differ in how they look at 
rental income and how much of it will 
be factored in the evaluation of your 
application. It would be nice to factor 
100% of the rental income on your 
application. The reality is that lenders 
factor in only a percentage (typically 
between 50 and 80%). Some would 
consider it extra income while others look 
at rental as a way to offset rental expenses. 

•	The	structure	under	which	they	
finance	the	deal. Some lenders won’t 
finance deals that are set up under a 
corporate structure simply because  
they perceive it as a higher risk deal,  
due to the effort/costs associated 
with dealing with multiple parties if a 
foreclosure has to take place.

You can see why it is so important to send 

What to do when 
the bank says no

You’ve found the investment opportunity you have been looking for. Your 
offer has now been accepted and you are eager to waive the financing 
condition. You have submitted a financing application through your 

lending advisor or directly to the lender and are anxiously waiting to hear back. 

‘Declined’ is the answer. Not what you were 
hoping to hear. What happened, how could 
you have avoided this and what should you 
do now?

Common reasons why the bank 
declines a loan application
It is important to recognize that not all 
lenders are equal. Lenders differ in terms of: 
•	The	geographic	focus of where they 

lend. Some lenders are not willing to 
lend in cities or towns where property 
value fluctuates or the local economic 
fundamentals are weak (i.e. lack of job 
growth, infrastructure expansion).

•	The	property	types	they	lend	against. 
Some lenders shy away from lending 
towards student/rooming houses or rental 
properties all together.

•	The	number	of	rental	properties	one	
can	own. Some lenders will finance a 
maximum of two rental properties per 

individual/entity. Others are 
willing to go with five, while 
some may not have a limit. 
•  The	criteria	they	use	to	
evaluate	the	strength	of	
a	particular	application. 
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the application to the right lender, not  
just the one offering the lowest interest  
rate. The right lender is the one whose 
lending philosophy (encompassing all of  
the above factors) is in line with your 
specific situation and needs. 

Sending your application to the wrong 
lender will result in a decline.

When your loan is declined
The worst thing you can do when it comes 
to financing is to follow what we call “a 
trick or treat” approach to shopping for a 
loan. What we mean by that is knocking on 
various lenders’ doors and submitting your 
application to several simultaneously, or one 
after the other if it gets declined. 

While shopping around is very important, 
doing it in the manner described above will 
not only hurt your credit if each of those 
lenders pulls a credit report on you, but will 
also waste time if you are not 100% sure 
that you are submitting to the right lender.

There are better ways to shop the deal 
and increase your chances of getting your 
loan approved.

 

1. If you have been declined by  
the lender 
Ask for the reasons behind the decline 
and discuss any misunderstanding that 
may have occurred and contributed to the 
decline and if there is anything you can do 
about it. It is worth taking this step before 
going elsewhere with your application. 

2. Before you submit/resubmit 
your application 
Before you submit or resubmit your 
application after a decline to the next 
lender, you need to speak with a lending 
advisor that specializes in financing rental 
properties and who has access to multiple 
lenders in that area. Discuss your story 
with the advisor, including your financial 
situation, investment strategy and provide 
them with information about the deal 
at hand and the reasons your deal was 
declined (if any). Your advisor will be 
able to package your deal and with their 
understanding of the various lenders’ 
policies, areas of strength/weakness and 
your investment goals, they will be  
able to submit your application to the  
right lender and increase your chances  
of approval.

3. Relationships matter 
Do not underestimate the power of 
relationships to the success of your 
investment career. Selecting the right 
lending partner early in your investment 
plan is key to getting approved and 
continuing to get approved. Look for 
a track record and specialization in 
financing real estate portfolios as well as 
access to various lenders and/or products 
that are tailored to your specific 
situation and investment strategy. Take 
the time to educate your lending partner 
about your goals and investment plan 
from the get go and discuss with him/
her the financing plan for any deals 
that come your way early on and before 
committing to an offer. 

Your lending partner acts as your 
sounding board, reduces the hassles 
associated with shopping around for a 
loan and can direct and educate you on 
how and what to do with your application. 

With their understanding of the various 
lending products out there, their lender 
relationships and market knowledge, 
they will know what works or does not 
work early on in the process and before 
submitting your application. 

Dalia Barsoum , MBA , FICB  and 
Enza VEnuto, AMP, CMP are lending 
advisors with CENTUM Streetwise 
Mortgages – Licence #11789  and real estate 
investors with over 48 years of combined 
lending, financial and investment experience. 
The team provides advisory services 
and lending solutions tailored to real 
estate investors and different investment 
strategies (www.streetwisemortgages.com)

Top 4 borroWing Tips

1
Get a finance strategy in place from the 
start to avoid hitting the serviceability 
wall as the portfolio grows. By the time 

lack of strategic planning becomes 
evident, it’s a very complicated and 

expensive process to restructure 
a multi-property loan portfolio to 

correct the problem.

2
Don’t focus on the interest rate. the 

lender with the lowest rate may not be 
the best strategic choice. 

3
use an investment-savvy broker and 

make sure they have a strategy in 
place for future loans. 

4
if a bank declines your application, 

don’t lodge an application with 
another lender until you have 

discussed ways to overcome the 
current borrowing hurdle. they may 

actually tell you what the problem 
is (credit card limits, personal loan 

commitments, etc).
TesT of CharaCTer: WhaT 
lenders are looking for  

in a borroWer
• How stable is your employment? 

• How stable are your living 
arrangements? 

• What type of loans have you sought 
and been approved for in the past?

• How long did it take you to repay 
your debts?

• Did you default (miss payments) on 
any loans?

• are there any judgments against 
you with regard to bad debts?

• Were you always on time with your 
repayments?

• How many credit inquiries have you 
made and over what timeframe?
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