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Exam:  Potential questions for the exam are noted by KNOW on pages 1-15.  Pages 16-21 contain relevant information but will not be tested.

Credit scores affect the estimation of risk.  To see how credit scores affect the interest rate and payments of a loan, go to http://www.myfico.com/myfico/creditcentral/loanrates.aspx. 

New Credit Score Disclosures and Information (source: scoreinfo.org, an educational website from FICO).  The following uses excerpts from the website and comments by the instructor. 

KNOW:  Disclosure Notices
On January 1, 2011, a new law went into effect that requires lenders in the United States to provide consumers important disclosures that raise awareness about the use of their credit history in making credit decisions. A key goal of this law is to improve the accuracy of consumer credit reports by alerting the consumer to the existence of information that may be impacting their ability to get favorable credit terms (such as a low interest rate).

Specifically, the new rule states that when a lender decides to extend you credit based on your credit score and/or credit report, they must send you a notice when the credit terms you received are less favorable than those offered to other consumers. The common practice of giving less favorable credit terms to higher risk consumers is known as risk-based pricing. The Federal Trade Commission offers extensive information about the new Risk-Based Pricing rule.

The Risk-Based Pricing rule only applies when a request for credit is approved. The Adverse Action notice, which has long been part of the Fair Credit Reporting Act and Equally Credit Opportunity Act, is sent by your lender when your request for credit was declined.

If your request for credit was declined

Consumers who are declined for credit are provided a disclosure, often called an Adverse Action notice, that should accompany a declination letter though it may be sent separately. Though there is no standard format, the Adverse Action notice should at a minimum include information about why you were declined or guidance on where that information can be obtained.

If your request for credit was approved

When you apply for credit and are approved, you'll most likely receive a notice similar in appearance to either the Risk-Based Pricing (RBP) notice or the Credit Score Disclosure (CSD) notice. If you look carefully at the top of the notice, you'll see a slight difference in the wording. The RBP notice will refer to "Your Credit Report and the Price you Pay for Credit" while the CSD notice refers to " Your Credit Score and the Price you Pay for Credit". Another easy identifier is that the CSD notice includes your credit score and the RBP notice does not.

How Scores Help You

Credit scores give lenders a fast, objective and consistent estimate of your credit risk. Before the use of scoring, the credit granting process could be slow, inconsistent and unfairly biased. Here are some ways credit scores help you.

Get credit faster:  Scores can be delivered almost instantaneously, helping lenders speed up credit card and loan approvals. This means when you apply for credit, you'll get an answer more quickly. Today many credit decisions can be made within seconds. Even a mortgage application can be approved in days instead of weeks for borrowers who score above the lender's minimum score requirement. Scores also allow retail stores, internet sites and other lenders to make "instant credit" decisions. Keep in mind that FICO® Scores are only one of many factors lenders consider when making a credit decision.

Credit decisions are fairer:  Using credit scores, lenders can focus on the facts related to credit risk, rather than their personal opinions or biases. Factors like your gender, race, religion, nationality and marital status are not considered by FICO® Scores. So when a lender considers your FICO® Score, they are getting an evaluation of your credit history that is fair and objective.
Older credit problems count for less

If you have had problems paying bills in the past, FICO® Scores won't haunt you forever (unless you continue to pay bills late!). The impact of past credit problems on your score fades as time passes and as recent good payment patterns show up on your credit report. And FICO® Scores weigh any credit problems against the positive information to balance against where you're managing your credit well.

Higher scores save you money

When you apply for credit – whether it's a credit card, a car loan, a personal loan or mortgage – lenders need to understand how risky you are as a borrower in order to make a good decision. Your FICO® Scores not only affect lenders' decisions to grant you credit, but also how much credit and on what terms (interest rate, for example). Keep in mind that FICO® Scores are only one of many factors lenders consider when making a credit decision.

Taking steps to improve your FICO® Score can help you qualify for better rates from lenders. Generally, the higher your score, the lower your interest rate and payments. The difference between a FICO® Score of 620 and 760, for example, can be tens of thousands of dollars over the life of a loan.

Even if your score is low, scores put more credit within your reach
Because scores allow lenders to more accurately associate risk levels with individual borrowers, they allow lenders to offer different prices to different borrowers. Rather than making strictly "yes-no" credit decisions and offering "one-size-fits-all" credit products, lenders use scores to approve consumers who might have been declined credit in the past. Lenders are even able to provide higher-risk borrowers credit that they are more likely to be able to manage.

Remember, FICO® Scores are time-proven and tested, numerical representations of information in your credit reports. So it's important to check your reports for accuracy at all three major U.S. credit reporting agencies. See Where to Get Your Credit Report and FICO® Score for more information on how and where you can check your credit reports and scores.

KNOW:  Smith Comments:  Advantages for Lenders and Borrowers
1.  Faster credit decisions
2.  More objective and fairer decisions
3.  Increases loan availability to borrowers and allows lenders to expand lending market
4.  Better or more accurate pricing of credit risk allows lower risks to pay lower rates and higher risks to pay higher rates
5.  Lower administrative costs for lenders
6.  Allows loan officers to spend less time in credit analysis and more time selling
7.  Increases securitization of loans by allowing the standardization of credit risk and the securitization should lower the costs of financing the loans by allowing more investors to invest in the loans.
Warning:  The accuracy of the prediction model is based on the period that was used to develop the model.  If the new period is very different from the estimation period then the predictability of the model will decrease.

 What is a FICO® Score?

A FICO® Score is a three-digit number based on the information in your credit report that lenders use to estimate your credit risk – how likely you are to pay your credit obligations as agreed. A FICO® Score assesses the information in your credit report at a particular point in time. It helps lenders evaluate your credit risk reliably, objectively, and quickly. And it helps you obtain credit based on your actual borrowing and repayment history, filtering out extraneous details such as race or religion.

FICO® Scores are the most widely used credit scores:
FICO® Scores are used today in more than 20 countries on five continents as well as by all of the top 50 U.S. financial institutions, the 25 largest U.S. credit card issuers and the 25 largest U.S. auto lenders.
Your FICO® Score is one of many factors lenders consider when they make key credit decisions. Such decisions include whether to approve your application, what credit terms to offer you, and whether to increase your credit limit once your credit account is established. Other factors lenders might use in making credit decisions include: information you provided on your credit application, how much you earn, your regular expenses, and how you manage your credit, checking and savings accounts. Scores are also used to monitor and renew your loan.

FICO® Scores are evaluated by lenders for a wide variety of credit products including:  Credit Cards, Auto Loans, Mortgages, Home Equity Lines & Loans, Personal Loans & Lines of Credit, and Student Loans.  Your score may be used when you apply for a cell phone account, cable TV and utility services.  They can be used by a current or potential landlord, government agencies reviewing your financial status in connection with issuing you certain licenses or government benefits, or anyone else with a legitimate business reason for needing the information in connection with a business transaction that is initiated by the consumer. 
KNOW:  Comments by Smith:  Other uses of credit scores or reports include job-related decisions (hiring, retention, reassignment, and promotions, particularly in the accounting and financial services industries).  FICO job-related credit reports do not include year of birth, account numbers or spouse’s names because employers are barred from discriminating due to age or marital status.  The report will note whether or not the Social Security number is valid.  Employers may also pull driving records and criminal histories.  Many insurance companies use credit scores providing or renewing a policy because they have showed that they are very good predictors, e.g., lower credit scores are correlated with a higher probability of having an auto accident and a more expensive accident.  Therefore, lower credit scores are associated with higher insurance premiums and lower rates of approval.  Many or most of the types of loans in the previous paragraph use credit scores.  Some lenders use credit scores for small business loans; however, the score is based on the owner of the business and not the business itself.  The usage of credit scores for small business loans is less than the other types of loans and is not used for large business loans.
KNOW:  Lenders can access your FICO® Scores from all three of the major U.S. credit reporting agencies (TransUnion, Equifax, and Experian). Your score from each one may be different. Each score is based solely on the specific credit information in that agency's credit file.

How FICO® Scores Work

When you apply for credit, lenders usually order your credit report and FICO® Score. Your FICO® Score is calculated by a mathematical equation that evaluates many types of information from your credit report at the time the request is made. By comparing this information to the patterns in millions of past credit reports, your FICO® Score provides lenders with a consistent and reliable guide of your future credit risk.

FICO® Scores are most often provided within a 300-850® score range1. Higher scores are considered lower risk, which can mean a lower interest rate for you, potentially saving you thousands of dollars per year in interest payments.

When a lender receives your FICO® Score, up to five "key factors" are also delivered. These key factors are the top reasons that your score wasn't higher. If the lender declines your request for credit and your FICO® Score was part of the reason, these factors can help the lender explain its decision to you. Addressing some or all of these reasons can help you increase your score so you are in a better position to qualify for credit or better terms in the future. For more information on some of the more common score factors, read our FICO® Score Factors Guide.

Each lender has its own standards for approving credit applications, including the level of risk it finds acceptable for a given credit product. There is no single "minimum score" used by all lenders. Focusing on keeping your FICO® Score in the mid 700's or higher should get you access to the most favorable credit products and terms.

A high FICO® Score can be achieved by:  making all payments on time each month, keeping credit card balances low, and applying for new credit only when needed 

Your lender may be able to give you specific guidance on the thresholds you need to meet to qualify for the credit product and terms you seek.

 What Your Score Means

What does your credit score mean to a lender? It depends on the lender.

Each lender each has its own credit risk standards when making credit granting decisions. These include the minimum credit score that applicants must have to qualify for a loan or credit account. Lenders also consider other information, such as information you provide on your credit application, how much you earn, your regular expenses, and how you manage your credit, checking and savings accounts.

The table below provides general guidance on what a particular FICO® Score represents.

Very high FICO® Scores, those above 800, usually mean an individual's credit report is strong in each of the five categories the score considers. Very low FICO® Scores, those below 400 generally mean an individual's credit report is weak in each of the five categories.

Weakness in one category may be offset by strength in other categories. You can always improve your FICO® Score by improving the weak areas of your credit profile. If you have purchased your score or received an Adverse Action notice because your credit application was turned down, the reasons associated with your score will give you good ideas for improving your scores over time.

	Your FICO® Score
	Evaluation
	What it means

	760 or higher
	Great
	Your score is well above the average score of U.S. consumers and clearly demonstrates to lenders that you are an exceptional borrower.

	725 to 759
	Very Good
	Your score is above the average score of U.S. consumers and demonstrates to lenders that you are a very dependable borrower.

	660 to 724
	Good
	Your score is near the average score of U.S. consumers, and most lenders consider this a good score.

	560 to 659
	Not Good
	Your score is below the average score of U.S. consumers, though some lenders will approve loans with this score.

	Lower than 560
	Bad
	Your score is well below the average score of U.S. consumers and demonstrates to lenders that you are a very risky borrower.


KNOW:  Comments by Smith:  Lenders will use the term subprime to categorize a loan.  When they refer to a loan as subprime based on the FICO score it is usually below 660, as above, or 620.  Loans may also be characterized as subprime when the FICO is fine based on a high loan/value ratio or a high payment/income ratio or some other characteristic that may not even be related to the borrower, e.g., a condo where there are many defaults in the condo association. 
The 5 FICO® Score Ingredients

Your FICO® Score takes into consideration five main categories of information from your credit reports. Next we will go through a detailed breakdown of each category. As you review the information, keep in mind that:

· A FICO® Score takes into consideration all of these categories, not just one or two. 

· The importance of any factor (piece of information) depends on the information in your entire credit report. 

· Your FICO® Score looks only at the credit-related information contained in your credit reports. 

· Your FICO® Score considers both positive and negative information from your credit reports. 

KNOW how factors affect credit risk

1. Payment History (Smith comment:  Character (willingness to pay))
Approximately 35% of your FICO® Score is based on this information, which includes:

· Payment information on many types of accounts: 

· Credit cards – such as Visa, MasterCard, American Express and Discover. 

· Retail accounts – credit from stores where you do business, such as department store credit cards. 

· Installment loans – loans where you make regular payment amounts, such as car loans and mortgage loans. 

· Finance company accounts. 

· Public record and collection items – reports of events such as bankruptcies, foreclosures, suits, wage attachments, liens and judgments. 

· Details on late or missed payments ("delinquencies") and public record and collection items. 

· The number of accounts that show no late payments. 

2. The Amounts You Owe (Smith: relates to capacity and capital)
Approximately 30% of your FICO® Score is based on this information.

Credit utilization, one of the factors evaluated in this category, considers the amount you owe compared to how much credit you have available. You can control how much you use and lenders determine how much credit they are willing to provide. FICO's research shows that people using a high percentage of their available credit limits, compared to people using a lower level of credit, are more likely to have trouble making some payments now or in the near future.

Having credit accounts with an outstanding balance does not necessarily mean you are a high-risk borrower with a low FICO® Score. A long history of demonstrating consistent payments on credit accounts is a good way to show lenders you can responsibly manage additional credit.

In this category, your FICO® Score takes into account:

· The amount owed on all accounts. 

· The amount owed on different types of accounts. 

· Whether you are showing a balance on certain types of accounts. 

· The number of accounts where you carry a balance. 

· How much of the total credit line is being used on credit cards and other revolving credit accounts. 

· How much is still owed on installment loan accounts, compared with the original loan amounts. 

3. Length of Credit History

Approximately 15% of your FICO® Score is based on this information.

In general, all else being equal, a longer credit history will increase your FICO® Score. However, even people who have not been using credit long could get a fairly high FICO® Score, depending on how their credit report looks in terms of the other four categories of information, particularly the first two. In this category your FICO® Score takes into account:

· How long your credit accounts have been established. Your FICO® Score considers the age of your oldest account, the age of your newest account and the average age of all your accounts. 

· How long specific credit accounts have been established. 

· How long it has been since you used certain accounts. 

4. New Credit

Approximately 10% of your FICO® Score is based on this information.

FICO's research shows that opening several credit accounts in a short period of time represents greater risk – especially for people who do not have a long credit history. In this category your FICO® Score takes into account:

· How many new accounts you have. 

· How long it has been since you opened a new account. 

· How many recent requests for credit you have made, as indicated by inquiries to the credit reporting agencies. 

· Length of time since credit report inquiries were made by lenders. 

· Whether you have a good recent credit history, following past payment problems. 

FICO® Scores do not penalize you for "rate shopping" when seeking a mortgage, auto loan or student loan. To enable you to shop for the best rate, the FICO® Score ignores inquiries for similar financing types made in the 30 days prior to scoring. That means all inquiries made during your shopping period are counted as one inquiry when determining your score. This shopping period is 45 days on the newest versions of the FICO® Score. Each lender chooses which version of FICO® Score it wants to use.

5. Types of Credit in Use

Approximately 10% of your FICO® Score is based on this information.

Your FICO® Score considers your mix of credit cards, retail accounts, installment loans, finance company accounts and mortgage loans. It is not necessary to have one of each, and it is not a good idea to open a credit account you don't intend to use. In this category your FICO® Score takes into account:

· What kinds of credit accounts you have. Do you have experience with both revolving (credit cards and lines) and installment (fixed loan amount and payment) accounts, or has your credit experience been limited to only one type? 

· How many accounts you have of each type. Your FICO® Score also looks at the total number of accounts you have. For different credit profiles, how many is too many will vary depending on your overall credit picture. 

What a FICO® Score Ignores

FICO® Scores consider a wide range of information on your credit report. However, they do NOT consider:

· Your race, color, religion, national origin, sex and marital status. U.S. law prohibits credit scoring from considering these facts, as well as any receipt of public assistance, or the exercise of any consumer right under the Consumer Credit Protection Act. 

· Your age. Other types of scores may consider your age, but FICO® Scores don't. 

· Your salary, occupation, title, employer, date employed or employment history. Lenders may consider this information, however. 

· Where you live. 

· Any interest rate being charged on a particular credit card or other account. 

· Any items reported as child/family support obligations or rental agreements. 

· Certain types of inquiries (requests for your credit report or score). Your FICO® Score does not count any inquiries you initiate, any inquiries from employers or insurance companies, or any inquiries lenders make without your knowledge. 

· Checking your own credit report and score is not considered in scoring models such as the FICO® Score. 

· Asking your friend in the lending business to pull your credit report and score is not only prohibited by contract, it will also count as an inquiry in future scores – don't do it! 

· Any information not found in your credit report. 

· Any information that is not proven to be predictive of future credit performance. 

KNOW how factors affect credit risk

Score Factors Guide

If your credit report includes a credit score, it will show up to five factors that are affecting your score. These same score factors are also included in the notice you might receive from a lender if your credit application is declined. It's important to take note of these items so you have a better idea of how you can improve your score in the future. These are some of the more common score factors and a brief explanation for each.

	Reason
	Full Description

	Amount owed on accounts is too high
	Your FICO® Score considers how much you owe on your credit accounts, such as revolving credit accounts and non-mortgage installment loans. Generally, the more you owe on these accounts, the greater risk you pose to lenders.

What to do about this:

You should try to pay off your current debts and maintain low balances. However, consolidating or moving your debt from one account to another will usually not help your FICO® Score since the same total amount is owed.

	Amount owed on delinquent accounts
	The amount you owe on your past-due accounts is too high. Late payments are a very powerful predictor of future payment risk and the higher the balances on past-due accounts, the greater the risk.

What to do about this:

You should try to get caught up on these past-due amounts and continue to pay your bills on time.

	
	

	
	

	Derogatory public record or collection filed
	The presence of a derogatory pubic record or collection is a powerful predictor of future payment risk. If the item is valid, satisfying the public record or paying off the collection will not remove the item from your credit report. The fact that it occurred is still predictive of future payment risk and will be considered by your FICO® Score. However, as this item ages and falls off of your credit report, its impact on your score will gradually decrease. Most public records and collections stay on your report for no more than seven years—though bankruptcies may remain for up to 10 years.

	Lack of recent revolving account information
	Your credit report shows no open revolving accounts or it does not report recent information (such as balance or credit limit) about any of your revolving accounts. Your FICO® Score evaluates your mix of credit cards, installment loans, and mortgages. People who demonstrate responsible use of different types of credit are generally less risky to lenders. 

What to do about this:

You might want to show new activity on any credit card. If you already have a credit card, you can do this by using it and paying it back on time. If you don't have a credit card, consider opening one. However, be aware that the credit inquiry associated with applying for a new card may lower your FICO® Score in the short term.

	Length of time accounts have been established
	Your FICO® Score measures the age of your oldest account and the average age of your accounts. In your case, either your oldest account was opened recently or the average age of your accounts is relatively low. People that do not frequently open new accounts and have longer credit histories generally pose less risk to lenders. Therefore, as your credit history lengthens and you pay your bills on time, this factor should have less of a negative impact on your score.

	
	

	Level of delinquency on accounts
	Your FICO® Score takes into account missed and late payments in a few ways. These include the number of late payments, how late they were and how recently they occurred. Your score was hurt because you have missed payments to your creditors.

What to do about this:

You should focus on continually paying all your bills on time. This will demonstrate a good payment history and these late payments will have less of an impact on your score as time passes.

	
	

	Proportion of balances to credit limits on bank/national revolving or other revolving accounts is too high
	Your FICO® Score evaluates your total revolving credit balances in relation to your total credit limits on those accounts. In your case, this ratio of balances to credit limits is too high.

Keep in mind:

This credit usage ratio is one of the most important factors to your FICO® Score, so you should work on paying down your balances. Your FICO® Score looks at the ratio of revolving debt, but not in which accounts the debt resides. Therefore, consolidating or moving your debt from one account to another will usually not help your FICO® Score since the same total amount is owed.

	
	

	Serious delinquency, and public record or collection filed
	The presence of a derogatory public record or collection and a serious delinquency is a powerful predictor of future payment risk. If the item is valid, satisfying the public record or paying off the collection will not remove the item from your credit report. The fact that it occurred is still predictive of future payment risk and will be considered by your FICO® Score. However as these items age and fall off of your credit report, their impact on your score will gradually decrease. Most collections, public records and delinquencies stay on your report for no more than seven years – though bankruptcies may remain for up to 10 years.

	Time since delinquency is too recent or unknown
	If you missed a payment, your FICO® Score evaluates how recently that missed payment occurred. In general, the more recent the missed payment, the more impact it has on your score.

What to do about this:

If the late payment on your credit report is valid, you should focus on continually paying all your bills on time. This will demonstrate a good payment history so that your last missed payment will have less of an impact on your score as time passes.

	Time since derogatory public record or collection is too short
	The presence of a derogatory public record or collection is a powerful predictor of future payment risk. If the item is valid, satisfying the public record or paying off the collection will not remove the item from your credit report. The fact that it occurred is still predictive of future payment risk and will be considered by your FICO® Score. However as this item ages and falls off of your credit report, its impact on your score will gradually decrease. Most public records and collections stay on your report for no more than seven years – though bankruptcies may remain for up to 10 years.

	Time since recent account opening is too short
	Your FICO® Score considers how recently you opened a new credit account. People who recently opened a new credit account are slightly more likely to miss future payments than those who have not.

What to do about this:

Avoid opening more credit accounts at this time and as a general rule, if you don't need or plan to use credit, don't apply for it.

	Too few accounts currently paid as agreed
	Your FICO® score considers the number of accounts where you are paying your bills as agreed – in your case this number is too low. This is because you have very few accounts or because you've missed payments recently on some of your accounts.

What to do about this:

If you don't have many accounts, you might consider opening a new credit card. However, the resulting credit inquiry may lower your score in the short term. Opening a new credit card and managing your credit wisely will demonstrate that you can handle different types of credit.

If the late payments on your credit report are valid, you should focus on continually paying all your bills on time. This will demonstrate a good payment history and these current late payments will have less of an impact on your score as time passes.

	Too many accounts recently opened
	Your FICO® Score was hurt because you recently opened too many new credit accounts. Opening several credit accounts in a short time period may indicate a risk of future repayment – especially for people with short credit histories.

What to do about this:

Avoid opening more credit accounts at this time and as a general rule, if you don't need or plan to use credit, don't apply for it.

	Too many accounts with balances
	Your FICO® Score considers the number of accounts you have with balances. For credit cards, even if you pay them off in full each month, your credit report may still show a balance on those cards. The total balance on your last statement is generally the amount that is shown on your credit report.

What to do about this:

You should consider reducing the number of your accounts that carry a balance and keeping your balances low.

	Too many inquiries in last 12 months
	Each time you apply for credit a credit inquiry is added to your credit report. Your credit report shows recent credit inquiries, which indicates that you've recently been seeking credit. People who are actively seeking credit pose more of a risk to lenders than those who are not. Your FICO® Score was lowered due to the number of credit inquiries performed within the last 12 months. Your FICO® Score will consider these recent inquiries less as time passes, provided no new inquiries are added.

Note that your FICO® Score usually identifies when you are rate shopping for a mortgage or auto loan and treats those multiple inquiries as a single inquiry.

Keep this in mind:

As a general rule, if you don't need or plan to use credit, don't apply for it.


Establishing Your FICO® Score

Credit is an essential part of our economy. Your credit score plays a part in deciding whether you will be able to get a mortgage, auto loan, credit card, or other financing. It also factors into the price you pay for financing, such as the interest rate or down payment, and how much financing you'll receive. Many lenders leverage credit scores such as the FICO® Score in their decision-making. Therefore, having a strong credit score is key if you intend to make a large purchase such as a home appliance, car or house.

Minimum Criteria for a FICO® Score

FICO® Scores are calculated from the information on your U.S. credit report from one of the three major credit reporting agencies – Equifax, Experian and TransUnion. Your credit report must contain enough recent information on which to base a score. Generally, that means you need the following information:

· At least one account that has been open for six months or longer. 

· At least one account that has been reported by your lender to the credit reporting agency within the last six months. 

· No flag on the credit report indicating that you have been reported by lenders to be deceased. 

Length of Time to Establish a FICO® Score

If you are just starting to build your U.S. credit history, it will take a minimum of six months to establish a FICO® Score. As time passes and you continue to use your credit card responsibly, you will see your FICO® Scores rise. As this happens, more credit may become available to you and at better terms.

Building a Credit History

For anyone without a U.S. credit history, a good way to start building credit is to open a new credit account. Several kinds of accounts are available in the market today. These include:

· Credit cards – Once you have started using your credit card, you'll want to keep any balances on the credit card low enough that you can pay off the balance in full each month.

If you are unable to obtain a credit card due to your lack of a U.S. credit history, you might consider applying for a secured credit card. These cards allow you to charge only up to the amount that you have deposited in a savings account from that same lender. 

· Installment loans – Common kinds of installment loans are personal loans, car loans and student loans. To build your credit score, you should pay your installment loan as agreed every month until you've paid off the loan. Consider providing a large down payment to reduce the length of time you will be paying off the loan. 

Regardless of the type of credit you obtain, consistently making payments on time is the most important factor in building a solid credit history.

Non-U.S.-Based Credit History

Credit bureaus in most countries do not accept credit reports from other countries. There also may be legal, contractual and technical reasons that prevent a person's credit report from being transferred between countries. If you're a new resident in the U.S. without any U.S. credit history, you should explore approaches to establishing a U.S. credit history.

What's in Your Credit Report

Your credit report details your credit history as it has been reported to the credit reporting agency by lenders who have extended credit to you. Every U.S. consumer typically has three reports – one at each of the three major U.S. credit reporting agencies (Equifax, TransUnion, and Experian). Often, lenders report details of your credit history to more than one credit reporting agency.

Your credit report lists what types of credit you use, the length of time your accounts have been open, and whether you've paid your bills on time. It tells lenders how much credit you've used and whether you're seeking new credit.

Your credit report contains many pieces of information. The ability to quickly, fairly and consistently consider all of this information is part of what makes credit scoring so useful to lenders and borrowers alike.

All credit reports contain basically the same types of information:

· Personal Information
Your name, address, Social Security number, date of birth and employment information. This information is not used in calculating your FICO® Scores, it is only used to identify you. Updates to this information come from information you supply to your lenders. 

· Your Credit Accounts
Most lenders report information about each account you have established with them. They report the type of account (bankcard, auto loan, mortgage, etc), the date you opened the account, your credit limit or loan amount, the account balance and your payment history. 

· Requests for Credit
When you apply for a loan, you authorize your lender to ask for a copy of your credit report. This is how inquiries appear on your report. Your credit report lists inquiries that lenders have made for your credit report in the last two years. 

· Public Record and Collection Items
Lenders report delinquency information when you miss a payment. Credit reporting agencies also collect information on overdue debt from collection agencies, and public record information from state and county courts such as bankruptcies, foreclosures, tax liens, garnishment, legal suits and judgments. In general, these items remain on your credit report for 7 to 10 years. 

Checking Your Credit Report for Errors

Because your FICO® Score is based on the information in your credit reports, it is very important to make sure that the credit report information is accurate. You should review your credit report from each credit reporting agency at least once a year and before making any large purchases, such as a home or car.

You have the right to obtain one free credit report each year from each of the credit reporting agencies at www.annualcreditreport.com. Please note that your free credit report will not include your FICO® Score.

If you find an error

If you find an error on one or more of your credit reports, contact both the credit reporting agency and the organization that provided the information to the agency. Both parties are responsible for correcting inaccurate or incomplete information in your report as required by the Fair Credit Reporting Act.

In writing, tell the credit reporting agency what information you believe is inaccurate and request them to fix it. This is called initiating a credit report dispute. They will investigate and respond to you within 30 days. Include copies (not originals) of documents that support your position. Each of the three major credit reporting agencies offers you the ability to initiate a dispute online in order to correct errors in your credit report.

It's also important to advise the appropriate creditor or other information provider, explaining that you are disputing the information provided to the credit reporting agency.

Where to Get Your Report and Score

You have the right to obtain one free credit report each year from each of the credit reporting agencies at www.annualcreditreport.com. Please note that your free credit report will not include your FICO® Score.

If you have been denied credit, you have the right to request a free copy of your credit report from the credit reporting agency that furnished your report to the lender that declined your application.

It's also important to check your score on a regular basis. There are many credit scores available to consumers on the internet. However, since the FICO® Score is the score most lenders use, it's best to check that score so you can see what the lenders see.

Credit Statistics

Did you know there is a 92 point difference between the median FICO® Score of the highest scoring state and that of lowest scoring state?

How does your FICO® Score compare to your state's median score?
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As the leading company that helps the nation's largest banks and financial institutions assess consumer credit risk, FICO is often asked to describe the credit use of a typical consumer. In researching the answer, we discovered that consumers vary immensely in what types of credit they use, and how they use it.

By analyzing a representative national sample of millions of consumer credit profiles, FICO was able to survey the panorama of credit activity across the U.S. The following statistics reflect the average use of credit by today's consumers.

Number of Credit Obligations

On average, today's consumer has a total of 13 credit obligations. These include credit cards (such as department store charge cards, gas cards, or bank cards) and installment loans (auto loans, mortgage loans, student loans, etc.). Not included are savings and checking accounts, which are typically not reported to a credit reporting agency. Of these 13 credit obligations, nine are likely to be credit cards and four are likely to be installment loans.

Consumer Payment Performance

On average, today's consumers are paying their bills on time. Less than half of all consumers have ever been reported as 30 or more days late on a payment. Only 3 out of 10 have ever been 60 or more days overdue on any credit obligation. 77% of all consumers have never had a loan or account that was 90+ days overdue, and less than 20% have ever had a loan or account closed by the lender due to default.

Credit Utilization

About 40% of credit card holders carry a balance of less than $1,000. About 15% are far less conservative in their use of credit cards and have total card balances in excess of $10,000. When we look at the total of all credit obligations combined (except mortgage loans), 48% of consumers carry less than $5,000 of debt. This includes all credit cards, lines of credit, and loans (other than mortgages). Nearly 37% carry more than $10,000 of non-mortgage-related debt as reported to the credit reporting agencies.

Total Available Credit

The typical consumer has access to approximately $19,000 on all credit cards combined. More than half of all people with credit cards are using less than 30% of their total credit card limit. Just over 1 in 7 persons are using 80% or more of their total credit card limit.

Length of Credit History

The average consumer's oldest open obligation is 14 years, indicating that he or she has been managing credit for some time. In fact, we found that 1 out of 4 consumers had credit histories of 20 years or longer. Only 1 in 20 consumers had credit histories shorter than two years.

Credit Inquiries

When someone applies for a loan or a new credit card account – and a lender subsequently requests a copy of the applicant's credit report from a credit reporting agency – this request is noted as an "inquiry" in the applicant's credit file, regardless of whether the request was approved or declined. The average consumer initiated only one inquiry within the past year. Fewer than 6% had four or more inquiries over the past year.

FICO also offers other products for lenders and other industries at http://www.fico.com/en/Products/DMApps/Pages/default.aspx.   Examples include:
Marketing (customer targeting, cross-channel campaign optimization and dynamic delivery of personalized, relevant offers),
Collections and Recovery clients to increase productivity, raise the effectiveness of their operations, and respond more quickly to changing conditions,
Detecting payment card fraud,
Insurance Fraud Manager (IFM) detects fraud, abuse and error in healthcare claims before payment and identifies suspicious providers as soon as aberrant behavior patterns emerge, and
Alerts for counterfeit debit card and ATM deposit fraud.



