











If you’ve recently tried to get a loan
or a new credit card and were turned
down, it might be because your credit
score is low. People with low scores are
generally seen to be irresponsible with
money, so lenders are wary of giving
them access to borrowed money.

If you’re in credit trouble, there are
several things you can do to improve
your score:

« Bring your accounts current if you’ve
missed or been late on payments.

- Stop applying for new credit sources until
your score improves.

- Limit how often you use your credit cards
and bring your balances to
less than 30% of your capacity.

«Accept any offers to increase your credit
limit, which increases your capacity to
borrow. This will also help lower your
percentage of borrowed money.

« If you need to close out some accounts,
close the newer rather than the older
accounts.

. If you’ve got quite a bit of debt, consider
a consolidation loan which usually has a
lower interest rate and shorter pay-off
period.

-Consider refinancing your car loan
ormortgage at a lower interest rate
and automate your payments so you’ll
never miss one. You’'ll have better
cash flow each month which might
help decrease how much you rely on
credit.

- Unfortunately, improving your score
takes time — it’s not something you
can fix overnight. For instance,
inquiries remain on your report for
two years, bankruptcies for 7-10 years
and delinquencies for seven years. If
there are errors on your report that
are causing you to have a low score,
get those fixed as soon as possible
and you could see an improvement in
your score in 30 -60 days.



Q&A

FREQUENTLY ASKED

QUESTIONS

Here are some commonly asked questions concerning
credit scores and reports.

Q: Who actually qualifies for those 0% car loan rates?
rates?

A: Only those people with the very highest scores
qualify — say over 750, but lenders don’t just look at
your score. They’ll look at other factors in your credit
history, including whether or not you have had any
cars repossessed in the last few years.

Q: I've just finished school and started a job.

What’s the best way to start building my

credit score?

A: If you can, get a credit card with a very low limit, say
$500, and make small purchases that you can pay off
and on time every month. If you can’t qualify for

a regular credit card, apply for a secured card that
requires you to put down a security deposit. For
example, if you put $500 down, your limit on the card
might be $500. This is a very safe, responsible way to
begin building your credit.

Q: Where and how often can | get my credit

report?

A: The best place to get your report is at annual
creditreport.com. It’s the only federally authorized
credit report site where all three credit agencies
share their information. You can get a free report
every 12 months from each agency so you can pull all
three at the same time or stagger them throughout
the year to keep close tabs on what’s going on with
your credit history.

Q: My credit score is awful. What should | do?

A: First, you may want to talk with a budget counselor
at the credit union or at a credit counseling agency
to help you can get a complete and honest picture of
your finances. If you’re behind on your loan or

credit card payments, contact your creditors to try

to work out a repayment plan. If you’re in credit card
trouble, start by paying off those with the highest
balances, look into getting a consolidation loan so
you’ll have just one monthly payment to worry about.
It will take time, but each of these steps will have a
positive affect on your credit score.

Q: | pay for everything with cash so | won’t buy things |
can’t afford and go into debt. Is this a

good way to increase my credit score?

A: Unfortunately, no. While it’s smart not to run up a

big credit card bill, the only way you can establish a
credit history is by borrowing money and paying it

back. Without a credit card, you will need to have a

car loan, student loan or a mortgage.

Q: | have utility bills. Do those count toward my
credit score?

A: T hey can hurt your score but they really can’t

help it. For example, if you don’t pay your cell

phone bill and your carrier reports you to a collection
agency, that will go on your credit report and affect it
negatively. Paying that same bill on time every month
doesn’t positively affect your score because you’re not
borrowing money from anyone.

Q: If | get a raise at work, will that increase my
credit score?

A: Congratulations on your raise, but it has no affect
on your credit score. Again, you have to borrow
money and establish a record of repaying it in

order to establish a credit history.

Q: If my credit score improves, can | refinance

my car loan?

A: Absolutely. With a higher credit score, you should
qualify for a loan with a lower interest rate. This is a
great way to lower your monthly payments, freeing
up cash to put in savings or to use to pay down
other debts you may have.

Q: Does my credit score really make that much of a
difference when | go to get a loan?

A: Yes it does. Let’s look at two people, Susan and
Miranda. They both want to purchase a beautiful

used SUV (with really low mileage!) that costs $20,000.

Credit Qualifyin Loan Monthl
Borrower Score APfIX'\" ? Term Paymer¥t
Susan 520 14.74% 60 months $474
Miranda 740 274% 60 months $357

Because of her higher credit score, Miranda will
save $117 each month for a total of $7,020 over the
life of the loan.

Got any unanswered questions concerning credit
reports or scores? Email us at hello@arborfcu.o rg
and let us know!
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