Rebuilding Credit After a Bankruptcy
One of the most common questions I hear from clients is, “How will this affect my credit?”  It’s a common question because it’s a good question, with many subparts. Often times, clients fear the credit ramifications of filing a bankruptcy.  The perception is that the filing of a bankruptcy is an “end” rather than a “new beginning”.  I try to relay the latter, as it is the intent of the bankruptcy courts to provide the honest debtor a fresh start.  This fresh start includes the ability to rebuild one’s credit over time.  Let’s address the various subparts that pertain to the overall theme of rebuilding one’s credit:
1. How long will it be for me to rebuild my credit?  Generally speaking, it takes people approximately two years to rebuild their credit after the filing of a bankruptcy petition.  What I try and emphasize to clients is that, although your credit will take an immediate hit, the bottom line is that you are being proactive in addressing and resolving the situation.  This is a far better approach than languishing with poor credit for a number of years and getting nowhere.  In some cases, it is best to take the initial credit hit, wipe the slate clean, and start to rebuild.
2. How do I rebuild my credit?  The best way to rebuild credit is by using credit.  Many bankruptcy clients are surprised to find the number of credit opportunities they will be inundated with after filing for bankruptcy.  The reason for this is that creditors know that a bankruptcy debtor is ineligible to file bankruptcy again for another eight years, generally.  Therefore, the creditors wish for debtors to resume the practice of relying on credit as soon as possible.  I recommend a conservative approach to most clients, whereby they look to obtain a secured credit card (where the client essentially fronts the amount of credit offered) and use it for their monthly groceries or other regular expenses.  Then, pay it off every month.  Using credit helps to rebuild credit.

3. How long will a bankruptcy be on my credit report?  Make no mistake about it; a bankruptcy will be on your credit report for a period of ten years.  However, as stated above, it will take you about two years to rebuild your credit.  In the interim, the cash that will be freed up from not having to pay exorbitant minimum fees and the like will help most debtors operate their households while simultaneously rebuilding their credit.

4. Will I ever be able to obtain a mortgage again?  Absolutely.  Most mortgage companies will not consider applicants who have filed until they are 2-3 years post-bankruptcy.  However, this period of time is also essential for clients to re-evaluate the course of their life/lifestyle.  While rebuilding one’s credit post-bankruptcy, it is important that folks take advantage of the clean slate they have been provided and set a strategy that makes the most sense going forward.  Therefore, that 2-3 year period of rebuilding is a welcome and needed respite.  
I hope that the foregoing proved helpful in relaying the message that bankruptcy is not an end.  Rather, it is a new beginning – an opportunity to start again and empower one’s self to set your own fiscal course and rebuild over time.  
