Why Having a Good Credit
Score 1is Important

Your credit score represents your financial health and proves
to lenders your ability to manage debts. Showing lenders you
can save money, pay debts on time, and establish a trustworthy
credit history helps you borrow money.

The major credit bureaus score each person based on their
credit payment history. There are more than one scoring
system, but they often range from 300 to 850 in rating.
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The Effect Your Credit Score Can
Have On Your Life

Your credit score can impact your Llife in many ways,
including:

= Average to excellent credit scores can give you access
to auto loans, mortgages, personal loans, and credit
cards with lower interest rates.

A fair credit score can typically get you credit
services that you need, but with higher interest rates.
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» While a poor credit score will usually get you declined
for most credit cards, unless you apply for a secured
credit card and provide a security deposit.

If you're planning to buy a house, new car, or anything else
that you can’t pay upfront, increasing your credit score
should be your first step. If your credit score is too low,
you might be declined for loans or end up paying sky high
interest rates.
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If you're going to rent an apartment, landlords will check
your credit score before they accept you as a tenant. If you
have a bad credit score, landlords may feel that you’'re a
risky investment and you could have a hard time finding an
apartment.

Simply put, the higher your score, the lower the interest
rates and the better your chances of being approved for loans,
credit cards, and other credit related products.

To give you an idea of how credit scores are weighed when



credit checks are done, we’ve broken down the stats. Here you
will find ranges for both FICO score ranges and VantageScore
credit scoring:

What 1s a Good FICO Score?

FICO is one of the major consumer credit scoring agencies.
Founded in 1956 and based in San Jose, CA, FICO has been
providing its general-purpose FICO score since 1989. FICO
scores are based on credit reports as well as other statistics
like credit utilization ratio.
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What is a Good VantageScore?

VantageScore is an alternative consumer credit-scoring model
that was created by and is a registered trademark of the three
major credit bureaus: Equifax, Experian and TransUnion. The
scoring system is kept separate from the credit bureaus.

The current model, VantageScore 4.0, debuted in 2017. It
retained many of the updates from VantageScore 3.0 that
consumers preferred. These features included changing the
scale to fit the more comfortable 300 to 850 scoring range.
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A Closer Look at Factors That
Affect Your Credit Score

The information that sends your credit score up or down 1is
different for each scoring system. But all credit scores, no
matter the model, have these factors in common:

» Credit utilization rate

= Type, number and age of credit accounts

 Total debt

 Public records such as a bankruptcy

= How many new credit accounts you’'ve recently opened
= Number of inquiries for your credit report

Factors Specific to FICO

According to Experian, there are some factors that FICO weighs
heavier than other scoring systems. Those factors are:

= Most influential: Payment history on loans and credit
cards

= Highly influential: Total debt and amounts owed

» Moderately influential: Length of credit history

Factors Specific to VantageScore

Also according to Experian, there are some factors that
VantageScore weights heavier than other scoring systems. Those
factors are:

= Most influential: Payment history

» Highly influential: Age and type of credit, percent of
credit limit used

 Moderately influential: Total balances and debt
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Steps You Can Take to Improve Your
Credit Score

You should aim to be in the good to excellent credit score
ranges. At those ranges you have access to the lowest interest
rates and the largest variety of credit products. If you’'re in
the poor, fair, or average credit score ranges, you should
work on building your credit. To do this you can start with
secured credit cards or cards with lower credit limits.

Also pay attention to how much you use the card, also called
your credit utilization rate. Make sure you only utilize up to
30% of your credit limit. And when you do use your credit card
always pay your credit card balance in full and on time to
build your credit score.

If you make timely payments and use your credit card wisely,
your credit score will gradually increase. This means you pay
less interest on loans and credit cards in the future.
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People Also Read

= How to Close Out a Credit Card

= How to Avoid Credit Card Debt

= How to Stop Impulse Spending with Your Credit Card

= Credit Cards vs. Charge Cards: What's the difference?

Continental Finance is one of America’s leading marketers and
servicers of credit cards for people with less-than-perfect
credit. Learn more by visiting ContinentalFinance.net
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