What Is Credit Scoring?

redit scoring is & quick, accurare and consistent
scicniific method for assessing credic risk. Your credit
seores are based an data stored by a credit repository about
your credic history and payment pacterns. Seatiseical
medels that assign poins w factors indicative of
tepayment caleulate credit scores. These scoring models
exist in software urilized by credit bureaus or lenders.
Credit scores are based on data rather than human
judgment, making credit scoring an objective risk
assessment tool as opposed to a subjective, possibly
discriminatory, human interpretation of information,
Even the best underwriter cannot match scoring’s
stacistical ability 1o weigh and measure hundreds of factors
and reach a number indicating relseive credic risk in 2
matter of seconds, The resulting scove is a “saapshot.”
It sums up what your past payment performance and
current usage of credit say about your level of credic
risl to the lender. Becanse the score is a composite of
all the applicant’s credit information, NO single faceor
like a Jate payment or even a bankruptoy—will be the
sole cause of an nnacceptable credit score.

What Pata Is A Repesitory Scoring
Medel Based On?

Scoring Models DO NOT consider:

Race, gender, religion, martal states, income, nationality,
neighborhood, employment history, positon or tile,
sexual preference, or intersst rare belng charged vna
particular card,

Scoring Models DO include:

NOT jusr the negative credit information such as lage
paymenes and bankrupecies, but all the credir information
stored in the repository’s credic file on you at the time of
the request,

B Past Payment Performance— [35% o she crodis scorct gt
a} The fewer late paymients, jm:igrnenm. liens or collections,
the beter. Zero negative entries on your report wsually

indicate a lower visk,

b) Becent late payments are more indicative of fuure
defaule by you than those thar oceurred more than
24 months ago

) A 30-day late payment by you today will have a prearer
negative impact on your score than a bankrupecy five
FErs agno with dean credir since,

P Credit Utilization— s nfhrk iy seETeT .'al.u:g:b.r_.'

a) Low balances on several credic cards are becter than high
balances on a few cards. Balances on your cards should
be kepr at or below 30% of the available maximum
credit limit,

bl Too many credin cards ean be decrimeneal.

¢} WARNING: Do Moo Close Any of Your Accounts
Without First Discussing your Complere Credie Profile
Wadh Your Muorcgage Professional,

Your Score Could Go Down!!

P Credit Histurr— {15% of the credit scoret svenghe)

a) The longer accounts have been opened and in good
standing, the lower the risk indications are ahour you.

b) Opening new accounts and closing your seasoned
accounts will negatively impact your seore. AVOTI
“credit surfing.”

c) Harablished credit history is relative to your past
payment performance and how high or low your credic
usage may be, Self discipline in utilizing credic shows
lower risle

d) A shore eredic history does not auromarically indicase
that you are a high credit risk, as long 25 you are not a
beavy user of crediv and your payments have been made
on time. Keep your balances on cards LOWT To gea
score, you should have one account thart has been

opened for ar lease siv months,

- Tﬂlﬂs of Credit in Wse— rrow i ite credir seared eoedgh)

a) Finance company accounts will score lower than che
accounts you secure through banls or depariment
stoves. IF the predominance of your accounts are wich
finance companies only, it may appear you cannot
qualify for a becter grpe of credir,

b) “20 days same as cash” and deferred payments generally
are lunded by finance companies, so this variable is a
weak indicator for the average consumer.

* Inquires on Your H.GFD"[- {10% of the creaét sooves mesgh)

a) Looking for new credic can indicace higher risk if
several credit cards are applied for in a short period of
time and your existing cards have been charged 1o their
maximum limics,

b Mulciple inquiries, regardless of the number, for
MOTTEAEES OF AU, in a I4-day period of dme only
COUNT a5 a 3'mgl|_= 5114.|uiry in their IMPACT 0N YU Scofe,

c Additionally, any mortgage or auro inguiry made abour
your credic file within 30 days of the current lender’s
inguicy, will not impact your score due 1o buffers
within the credir scoring models.

d} Prowmotional or adminiserative inquiries shown on your
credit report DO NOT adversely impact vour score.

) Only the first seven inquiries made by different trade
lines shown on your credic report will actually be
factored into the impact on your score.

) Oy Inguisies Auraorizep By YoU FOR THE
PuRPOSE OF BEING GRANTED NEW CrEDT LINES
WILL Imeact Youn Score,
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Visit waw.MyFICO.com on the web
for additional information.
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