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Understanding Credit

Why Is Good Credit Important?

e Itimpacts your ability to qualify for a loan and affects your interest rate

* Jobs that involve handling money may require a credit history review

« Utility companies may review your credit before opening an account for you

¢ Insurance companies may review your credit before issuing policies and setting rates
¢ Landlords may review your credit before agreeing to rent to you

Your Credit Rating Is A History Of:

¢ How much you have borrowed

e From whom you have borrowed

* How well you repaid your debts
 How well you are handling current debts

The 4Cs of Credit

e Capital — the amount of cash you have for a down payment and closing costs

e Capacity — your salary and other income earned that may be used to make loan
payments

e Credit history — a report or payment history on how you’ve handled your debts

¢ Collateral — the value of the home/property you are purchasing

What Does A Credit Score Consider?

e Your payment history (35%)
 Amount of outstanding debts (30%)
¢ Length of credit history (15%)

¢ Types of credit you use (10%)

¢ Amount of new credit (10%)

Tips For Improving Your Credit Score

e Correct any inaccurate information on your credit score
* Pay your bills on time

¢ Minimize outstanding debts

¢ Re-establish good credit if you have had problems

Obtaining A Free Copy Of Your Credit Report

« www.AnnualCreditReport.com (For more information see the attached “Your Access
To Free Credit Reports” print-out from the Federal Trade Commission’s website)



http://www.annualcreditreport.com/

