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Separating myth from fact: Credit scores’ mystery explained
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There are myths abouat
credit scores that are not help-
ing you as the consumer,

A low credit score can effect
how much you pay for credit
and how much credit you can
obrtain. It is impartant ko check
your credit for discrepancies
with all three credit-reporting
buresus. The govermment
offers a free credit report ance
per year. You can obtain all
three bureau reports for free by
visiting www.annualereditne-
porteom or by calling 1 (877)
312-8228, Certain companies
affer free coodit reports, How-
ever, these companies make
¥ou pay for an ongoeing moni-
toring service to obtaim your
free report,

There are five factors that
affect your eredit score. The
most important s your past

Ppayment performance, which
aceouints for 35 percent of
your score. Any late pay-
mients, judgments, collections,
ete. will negatively affect your
eredit score. Recent late pay-
ments show a greater indica-
tion of Fsture default. The
maore curpent your late pay-
ments are, the lower wour
scome will be, Late payments
show on your credit scome
omce you are 30 days or more
past due.

Credit utlization accounts
for 30 percent of your score.
This pertains to revolving
credit, such as credit cards
and lines of credit, The closer
your balances get to your
credit limits, the worse your
score will be. Balances on
your revolving credit should
be kept at or below 30 percent
of the available credit limit.

Credit history acoounts for
15 percent of your score. This
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perfaing to how leng you
have had credit open and
active. The longer accounts
have been open and in good
standing, the better your
seore will be. Older accounts
show how well you pay

where newer accounts do not
show whether you can pay
on accounts or not. Opening
new accounts and closing
Your seasofned accounts will
negatively impact your score,

Credit inquires account for
10 percent of wour score.
Inquiries will affect your
credit score each Hme your
credit is pulled by a credit
card or personal loan. You
have a 14-day period for auto
lnans and a 30-day period for
mortgages. The multipls
inguires for these periods will
mot affect your score. The
bureans want you to have the
Opportunity ko shop for larger
purchases,

The types of credit in use
#ccount for the final 10 per-
cent of your score. Finance
company accounts will score
lower than the accounts you
secure through department

stores, autd finance compa-
nies or mortgage companies.
If the predominance of your
aocpunits 4 with fnance com-
panies only, it may appear
you cannot qualify for a better
fype of credit.

Enowing the truth behind
your credit score is extromely
mportant in this day and
age. With mortgage compa-
ndes, auto finance companies,
and credit card companies
relying so heavily an woor
credil score to offer ¥ou
credit, any problems on your
credit ecould keep you from
ebtaining credit for anything.
By remembering these simpla
formulas, hopefully vou will
never be left out in the cold
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