CREDIT SCORING FINANCE US

CREDIT SCORING FINANCE US PLAYS A PIVOTAL ROLE IN THE FINANCIAL LIVES OF INDIVIDUALS AND THE BROADER ECONOMIC
LANDSCAPE. UNDERSTANDING HOW CREDIT SCORES ARE GENERATED, WHAT INFLUENCES THEM, AND HOW TO IMPROVE THEM IS
CRUCIAL FOR ANYONE SEEKING LOANS, MORTGAGES, OR EVEN CERTAIN RENTAL AGREEMENTS IN THE UNITED STATES. THIS
COMPREHENSIVE GUIDE DELVES DEEP INTO THE INTRICACIES OF CREDIT SCORING IN US FINANCE, EXPLORING THE FUNDAMENTAL
CONCEPTS, THE SCORING MODELS, THE FACTORS THAT IMPACT YOUR SCORE, AND ACTIONABLE STRATEGIES FOR BUILDING AND
MAINTAINING EXCELLENT CREDIT. WE WILL NAVIGATE THE COMPLEX WORLD OF CREDIT REPORTS AND SCORES, EMPOWERING YOU
WITH THE KNOWLEDGE TO MAKE INFORMED FINANCIAL DECISIONS AND UNLOCK BETTER OPPORTUNITIES.
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WHAT 1S CrREDIT SCorING IN US FINANCE?

CREDIT SCORING IN US FINANCE IS ESSENTIALLY A STATISTICAL ANALYSIS OF A PERSON’S CREDIT HISTORY TO PREDICT THEIR
LIKELIHOOD OF REPAYING BORROWED MONEY. THINK OF IT AS A FINANCIAL REPORT CARD, WHERE LENDERS USE YOUR SCORE TO
ASSESS THE RISK ASSOCIATED WITH LENDING YOU MONEY. A HIGHER SCORE GENERALLY INDICATES A LOWER RISK, MAKING YOU A
MORE ATTRACTIVE BORROWER. THIS SYSTEM IS FUNDAMENTAL TO HOW CREDIT-BASED ECONOMIES FUNCTION, ENABLING LENDERS
TO MAKE DECISIONS QUICKLY AND EFFICIENTLY WHILE ALSO PROVIDING CONSUMERS WITH A WAY TO DEMONSTRATE THEIR
CREDITWORTHINESS.

THE CONCEPT OF CREDIT SCORING HAS EVOLVED SIGNIFICANTLY OVER THE DECADES. |NITIALLY, LENDERS RELIED ON MANUAL
UNDERWRITING PROCESSES, WHICH WERE TIME-CONSUMING AND SUBJECTIVE. THE ADVENT OF COMPUTERS AND SOPHISTICATED
ALGORITHMS REVOLUTIONIZED THIS BY ALLOWING FOR RAPID AND CONSISTENT EVALUATION OF A VAST AMOUNT OF FINANCIAL
DATA. TODAY, CREDIT SCORES ARE A UBIQUITOUS PART OF FINANCIAL TRANSACTIONS, INFLUENCING EVERYTHING FROM GETTING
A NEW CREDIT CARD TO SECURING AN APARTMENT LEASE.

How CrepiT Scores AR CALCULATED

THE CALCULATION OF CREDIT SCORES IS A PROPRIETARY PROCESS FOR EACH SCORING MODEL, BUT THEY ALL RELY ON THE
INFORMATION CONTAINED WITHIN YOUR CREDIT REPORT. THE GENERAL IDEA IS TO ANALYZE PAST FINANCIAL BEHAVIOR TO
PREDICT FUTURE REPAYMENT TENDENCIES. W/HILE THE EXACT ALGORITHMS ARE A CLOSELY GUARDED SECRET, THE FEDERAL
TraADE ComMissioN (FTC) AND VARIOUS CONSUMER ADVOCACY GROUPS HAVE SHED LIGHT ON THE KEY COMPONENTS THAT
CONTRIBUTE TO THE SCORE.

AT ITS CORE, CREDIT SCORING INVOLVES ASSIGNING NUMERICAL WEIGHTS TO DIFFERENT ASPECTS OF YOUR CREDIT HISTORY.
THESE WEIGHTS ARE DETERMINED THROUGH COMPLEX STATISTICAL MODELING THAT ANALYZES MILLIONS OF CREDIT FILES TO
IDENTIFY PATTERNS ASSOCIATED WITH RESPONSIBLE CREDIT USE AND DEFAULT. THE GOAL IS TO CREATE A PREDICTIVE MODEL
THAT CAN ACCURATELY FORECAST THE PROBABILITY OF A BORROWER DEFAULTING ON THEIR OBLIGATIONS WITHIN A SPECIFIC
TIMEFRAME, TYPICALLY 24 MONTHS.

THe MaJor CREDIT SCORING MODELS

IN THE UNITED STATES, SEVERAL CREDIT SCORING MODELS ARE WIDELY USED BY LENDERS, BUT TWO STAND OUT AS THE MOST



DOMINANT: FICO SCORES AND V ANTAGESCORE. W/HILE THEY SHARE MANY SIMILARITIES IN THE DATA THEY ANALYZE, THEIR
METHODOLOGIES AND SCORING RANGES CAN DIFFER SLIGHTLY, LEADING TO VARIATIONS IN YOUR REPORTED CREDIT SCORE
ACROSS DIFFERENT PLATFORMS.

FICO Scokes

FICO, sHORT For FAIR ISAAC CORPORATION, IS THE MOST PREVALENT CREDIT SCORING MODEL. THEY HAVE BEEN IN THE
BUSINESS FOR DECADES AND HAVE DEVELOPED VARIOUS VERSIONS OF THEIR SCORE, WITH NEWER ITERATIONS CONTINUOUSLY
BEING RELEASED. FICO SCORES ARE TYPICALLY BASED ON A RANGE OF 300 To 850, WITH HIGHER SCORES INDICATING BETTER
CREDITWORTHINESS. LENDERS OFTEN REFER TO SPECIFIC FICO SCORE VERSIONS WHEN MAKING LENDING DECISIONS, SO IT'S
BENEFICIAL TO KNOW WHICH FICO SCORE IS MOST RELEVANT TO YOUR LENDING CONTEXT.

FICO SCORES ARE DERIVED FROM FIVE MAIN CATEGORIES OF INFORMATION FOUND IN YOUR CREDIT REPORT. THESE CATEGORIES
ARE WEIGHTED DIFFERENTLY, WITH SOME HAVING A MORE SIGNIFICANT IMPACT ON YOUR SCORE THAN OTHERS. (UNDERSTANDING
THESE WEIGHTS IS KEY TO PRIORITIZING YOUR CREDIT-BUILDING EFFORTS. FOR INSTANCE, PAYMENT HISTORY IS THE MOST
CRUCIAL FACTOR, FOLLOWED BY AMOUNTS OWED.

V ANTAGESCORE

V/ ANTAGESCORE IS A NEWER PLAYER IN THE CREDIT SCORING MARKET , DEVELOPED THROUGH A COLLABORATION OF THE THREE
MAJOR CREDIT BUREAUS: EQUIFAX, EXPERIAN, AND TRANSUNION. IT AIMS TO PROVIDE A MORE CONSISTENT AND ACCESSIBLE
SCORING MODEL FOR CONSUMERS. V ANTAGESCORES ALSO TYPICALLY RANGE FROM 300 To 850, siMILAR To FICO scores.
\WHILE THEY SHARE MANY OF THE SAME UNDERLYING DATA POINTS, THEIR ALGORITHMS AND WEIGHTING MIGHT DIFFER,
POTENTIALLY LEADING TO A SLIGHTLY DIFFERENT SCORE THAN YOUR FICO scoRE.

V ANTAGESCORE ALSO CATEGORIZES THE FACTORS INFLUENCING SCORES INTO DISTINCT LEVELS OF INFLUENCE: UTILIZATION,
CREDIT AGE AND MIX, PAYMENT HISTORY, CREDIT AVAILABLE, AND NEWLY-USED CREDIT. THIS TIERED APPROACH HELPS
CONSUMERS UNDERSTAND WHICH ASPECTS OF THEIR CREDIT ARE MOST IMPACTFUL. BoTH FICO AND VANTAGESCORE ARE
VALUABLE TOOLS, AND UNDERSTANDING THE NUANCES OF EACH CAN HELP YOU BETTER MANAGE YOUR CREDIT PROFILE.

Key FACTORS INFLUENCING YoOUR CREDIT SCORE

YOUR CREDIT SCORE IS NOT A STATIC NUMBER,; IT'S A DYNAMIC REFLECTION OF YOUR FINANCIAL HABITS. SEVERAL KEY FACTORS
CONTRIBUTE TO ITS CALCULATION, AND MANAGING THESE EFFECTIVELY IS THE CORNERSTONE OF MAINTAINING GOOD CREDIT.
(UNDERST ANDING THESE ELEMENTS ALLOWS YOU TO FOCUS YOUR EFFORTS ON THE AREAS THAT WILL YIELD THE MOST
SIGNIFICANT IMPROVEMENTS.

PAYMENT HisTORY

THis IS, BY FAR, THE MOST CRITICAL FACTOR IN DETERMINING YOUR CREDIT SCORE. CONSISTENTLY MAKING PAYMENTS ON TIME,
FOR THE FULL AMOUNT DUE, DEMONSTRATES RELIABILITY TO LENDERS. LATE PAYMENTS, MISSED PAYMENTS, AND DEFAULTS CAN
SEVERELY DAMAGE YOUR SCORE AND REMAIN ON YOUR CREDIT REPORT FOR YEARS. EVEN A SINGLE LATE PAYMENT CAN HAVE A
NOTICEABLE NEGATIVE IMPACT.

LATE PAYMENTS ARE TYPICALLY CATEGORIZED BY HOW MANY DAYS PAST THE DUE DATE THEY ARE. A 30-DAY LATE PAYMENT
IS LESS DAMAGING THAN A 60-DAY OR 90-DAY LATE PAYMENT. LENDERS WANT TO SEE A CONSISTENT TRACK RECORD OF
RESPONSIBLE BEHAVIOR. [F YOU ANTICIPATE A DIFFICULTY IN MAKING A PAYMENT, IT'S ALWAYS BEST TO COMMUNICATE WITH
YOUR LENDER PROACTIVELY TO EXPLORE POTENTIAL SOLUTIONS, SUCH AS A PAYMENT PLAN OR DEFERRAL.

AMoUNTS Owep (CrepIT UTILIZATION)

THIS REFERS TO THE AMOUNT OF CREDIT YOU ARE CURRENTLY USING COMPARED TO YOUR TOTAL AVAILABLE CREDIT. IT’S
OFTEN EXPRESSED AS A CREDIT UTILIZATION RATIO. KEEPING THIS RATIO LOW IS CRUCIAL. FOR EXAMPLE, IF YOU HAVE A CREDIT
cARD WITH A $10,000 LiMIT AND You've usep $5,000, YOUR UTILIZATION IS 50%. EXPERTS RECOMMEND KEEPING THIS
RATIO BELOW 30%, AND IDEALLY BELOW 109% FOR OPTIMAL RESULTS.

HIGH CREDIT UTILIZATION CAN SIGNAL TO LENDERS THAT YOU MAY BE OVEREXTENDED AND RELYING HEAVILY ON CREDIT,
INCREASING THE PERCEIVED RISK. PAYING DOWN BALANCES BEFORE YOUR STATEMENT CLOSING DATE CAN HELP LOWER YOUR



REPORTED UTILIZATION. |T°S NOT JUST ABOUT PAYING OFF YOUR BALANCES; IT’S ALSO ABOUT HOW MUCH OF YOUR AVAILABLE
CREDIT YOU’RE UTILIZING AT ANY GIVEN TIME.

LeNGTH oF CReDIT HiISTORY

THE LONGER YOU HAVE BEEN USING CREDIT RESPONSIBLY, THE MORE INFORMATION LENDERS HAVE TO ASSESS YOUR
CREDITWORTHINESS. A LONGER CREDIT HISTORY GENERALLY CONTRIBUTES POSITIVELY TO YOUR SCORE, AS IT PROVIDES A
MORE EXTENSIVE TRACK RECORD OF YOUR FINANCIAL BEHAVIOR. THIS INCLUDES THE AGE OF YOUR OLDEST ACCOUNT, THE AGE
OF YOUR NEWEST ACCOUNT, AND THE AVERAGE AGE OF ALL YOUR ACCOUNTS.

THIS IS WHY IT'S OFTEN ADVISED NOT TO CLOSE OLD CREDIT CARD ACCOUNTS, EVEN IF YOU DON'T USE THEM REGULARLY, AS
THEY CONTRIBUTE TO YOUR OVERALL CREDIT HISTORY LENGTH. HO\X/EVER, BE MINDFUL OF POTENTIAL INACTIVITY FEES OR IF
THE CARD ISSUER HAS A POLICY OF CLOSING INACTIVE ACCOUNTS. A LONGER CREDIT HISTORY DEMONSTRATES A SUSTAINED
ABILITY TO MANAGE CREDIT OVER TIME.

CrebIT Mix

HAVING A MIX OF DIFFERENT TYPES OF CREDIT, SUCH AS CREDIT CARDS, INSTALLMENT LOANS (LIKE MORTGAGES OR CAR LOANS),
AND STUDENT LOANS, CAN BE BENEFICIAL. IT SHOWS THAT YOU CAN MANAGE VARIOUS FORMS OF CREDIT RESPONSIBLY.
HO\X/EVER/ THIS FACTOR IS GENERALLY LESS IMPORTANT THAN PAYMENT HISTORY OR CREDIT UTILIZATION, AND YOU SHOULD
NOT OPEN NEW ACCOUNTS SOLELY TO DIVERSIFY YOUR CREDIT MIX.

THE IDEA HERE IS THAT A DIVERSE CREDIT PORTFOLIO INDICATES A BROADER UNDERSTANDING OF CREDIT MANAGEMENT. FOR
EXAMPLE, MANAGING REVOLVING CREDIT (LIKE CREDIT CARDS) AND INSTALLMENT CREDIT (LOANS WITH FIXED PAYMENTS OVER
TIME) SHOWS YOU CAN HANDLE DIFFERENT REPAYMENT STRUCTURES. HO\X/EVER, LENDERS PRIMARILY WANT TO SEE THAT YOU
HANDLE WHATEVER CREDIT YOU HAVE RESPONSIBLY.

New CReDIT

OPENING MULTIPLE NEW CREDIT ACCOUNTS IN A SHORT PERIOD CAN NEGATIVELY IMPACT YOUR SCORE. EACH TIME YOU APPLY
FOR CREDIT, A HARD INQUIRY IS PLACED ON YOUR CREDIT REPORT, WHICH CAN SLIGHTLY LOWER YOUR SCORE. LLENDERS SEE A
SUDDEN INCREASE IN CREDIT APPLICATIONS AS A POTENTIAL SIGN OF FINANCIAL DISTRESS OR INCREASED RISK.

W/HILE SHOPPING AROUND FOR THE BEST LOAN RATES IS SMART, IT'S ADVISABLE TO DO SO WITHIN A LIMITED TIMEFRAME. FOR
MORTGAGES AND AUTO LOANS, SCORING MODELS OFTEN ALLOW FOR A “SHOPPING WINDOW " WHERE MULTIPLE INQUIRIES WITHIN
A SHORT PERIOD ARE TREATED AS A SINGLE INQUIRY. HO\X/EVER, THIS DOESN'T TYPICALLY APPLY TO CREDIT CARD
APPLICATIONS.

UNDERSTANDING YOUR CREDIT REPORT

Y OUR CREDIT REPORT IS THE FOUNDATIONAL DOCUMENT UPON WHICH YOUR CREDIT SCORE IS BUILT. |IT'S A DETAILED RECORD OF
YOUR BORROWING AND REPAYMENT HISTORY, COMPILED BY THE THREE MAJOR CREDIT BUREAUS. REVIEWING YOUR CREDIT REPORT
REGULARLY IS ESSENTIAL TO ENSURE ACCURACY AND TO IDENTIFY ANY POTENTIAL ISSUES THAT COULD BE AFFECTING YOUR
SCORE.

THINK OF YOUR CREDIT REPORT AS YOUR FINANCIAL AUTOBIOGRAPHY. |T CONTAINS INFORMATION ABOUT EVERY CREDIT
ACCOUNT YOU'VE EVER OPENED, YOUR PAYMENT HISTORY ON THOSE ACCOUNTS, ANY PUBLIC RECORDS LIKE BANKRUPTCIES OR
LIENS, AND INQUIRIES FROM POTENTIAL LENDERS. |T°S A COMPREHENSIVE SNAPSHOT OF YOUR FINANCIAL LIFE AS IT RELATES TO
CREDIT.

PERSONAL INFORMATION: NAME, ADDRESS, SOCIAL SECURITY NUMBER, DATE OF BIRTH.

CRreDIT ACCOUNTS: DETAILS OF ALL YOUR CREDIT CARDS, LOANS, MORTGAGES, AND OTHER CREDIT FACILITIES,
INCLUDING THE CREDITOR, ACCOUNT NUMBER, DATE OPENED, CREDIT LIMIT, BALANCE, AND PAYMENT HISTORY.

PuBLIC RECORDS: INFORMATION ABOUT BANKRUPTCIES, FORECLOSURES, LIENS, AND JUDGMENTS.

CreDIT INQUIRIES: A RECORD OF WHO HAS ACCESSED YOUR CREDIT REPORT. HARD INQUIRIES OCCUR WHEN YOU APPLY



FOR CREDIT, WHILE SOFT INQUIRIES CAN HAPPEN FOR BACKGROUND CHECKS OR PRE-APPROVED OFFERS.

[T IS RECOMMENDED THAT YOU OBTAIN A FREE COPY OF YOUR CREDIT REPORT FROM EACH OF THE THREE MAJOR CREDIT BUREAUS
ANNUALLY. YOU CAN DO THIS THROUGH THE OFFICIAL WEBSITE, ANNUALCREDITREPORT.COM. CHECKING YOUR REPORTS
ALLOWS YOU TO SPOT ERRORS, SUCH AS INCORRECT ACCOUNT INFORMATION OR ACCOUNTS THAT DON'T BELONG TO YOU,
AND DISPUTE THEM IMMEDIATELY.

STRATEGIES FOR IMPROVING YOUR CREDIT SCORE

IMPROVING YOUR CREDIT SCORE IS A MARATHON, NOT A SPRINT, BUT WITH CONSISTENT EFFORT AND SMART FINANCIAL HABITS,
SIGNIFICANT GAINS ARE ACHIEVABLE. THE KEY IS TO ADDRESS THE FACTORS THAT MOST HEAVILY INFLUENCE YOUR SCORE AND
TO BUILD A POSITIVE CREDIT HISTORY OVER TIME. HERE ARE ACTIONABLE STRATEGIES TO HELP YOU ON YOUR JOURNEY TO A
BETTER CREDIT SCORE.

e PAY BILLS ON TIME, EVERY TIME: THIS IS THE MOST IMPACTFUL STEP YOU CAN TAKE. SET UP AUTOMATIC PAYMENTS OR
REMINDERS TO AVOID MISSING DUE DATES.

® REDUCE CREDIT UTILIZATION: AIM TO KEEP YOUR CREDIT UTILIZATION RATIO BELOW 30%, IDEALLY BELOW 10%. PAY
DOWN BALANCES STRATEGICALLY.

e DON'T CLOSE OLD, UNUSED CREDIT CARDS: AS LONG AS THEY DON'T HAVE ANNUAL FEES, KEEPING OLDER ACCOUNTS
OPEN HELPS YOUR CREDIT HISTORY LENGTH.

® AVOID OPENING TOO MANY NEW ACCOUNTS AT ONCE: SPACE OUT YOUR CREDIT APPLICATIONS TO MINIMIZE HARD
INQUIRIES.

e CHECK YOUR CREDIT REPORTS FOR ERRORS: DISPUTE ANY INACCURACIES YOU FIND PROMPTLY WITH THE CREDIT
BUREAUS.

e CONSIDER A SECURED CREDIT CARD OR CREDIT-BUILDER LOAN: IF YOU HAVE LIMITED OR POOR CREDIT HISTORY, THESE
TOOLS CAN HELP YOU ESTABLISH OR REBUILD CREDIT RESPONSIBLY.

e BECOME AN AUTHORIZED USER: IF YOU HAVE A TRUSTED FRIEND OR FAMILY MEMBER WITH EXCELLENT CREDIT, ASK THEM
TO ADD YOU AS AN AUTHORIZED USER ON ONE OF THEIR CARDS. THEIR POSITIVE PAYMENT HISTORY CAN BENEFIT YOUR
SCORE.

CONSISTENCY IS YOUR BEST FRIEND WHEN IT COMES TO CREDIT BUILDING. SMALL, CONSISTENT POSITIVE ACTIONS OVER TIME
WILL YIELD MUCH BETTER RESULTS THAN SPORADIC EFFORTS. PATIENCE IS ALSO KEY, IT TAKES TIME FOR POSITIVE CHANGES TO
REFLECT FULLY ON YOUR CREDIT REPORT AND SCORE.

THE IMPACT oF CREDIT SCORES ON FINANCIAL OPPORTUNITIES

YOUR CREDIT SCORE IS A POWERFUL GATEKEEPER IN THE FINANCIAL WORLD, INFLUENCING YOUR ACCESS TO A WIDE RANGE OF
OPPORTUNITIES. A STRONG CREDIT SCORE CAN OPEN DOORS TO FAVORABLE LOAN TERMS, LOWER INTEREST RATES, AND EVEN
BETTER INSURANCE PREMIUMS. CONVERSELY/ A LOW SCORE CAN LIMIT YOUR OPTIONS AND MAKE BORROWING MORE EXPENSIVE, IF
NOT IMPOSSIBLE.

CONSIDER THE DIFFERENCE A GOOD CREDIT SCORE CAN MAKE WHEN APPLYING FOR A MORTGAGE. A BORROWER WITH EXCELLENT
CREDIT MIGHT QUALIFY FOR A LOWER INTEREST RATE, SAVING THEM TENS OF THOUSANDS OF DOLLARS OVER THE LIFE OF THE
LOAN. ON THE OTHER HAND, SOMEONE WITH A POOR CREDIT SCORE MIGHT BE DENIED THE LOAN ALTOGETHER OR OFFERED A RATE
THAT MAKES HOMEOWNERSHIP FINANCIALLY UNFEASIBLE.

BEYOND LOANS AND MORTGAGES, YOUR CREDIT SCORE CAN IMPACT:



® RENTING AN APARTMENT: L ANDLORDS OFTEN CHECK CREDIT SCORES TO ASSESS POTENTIAL TENANTS' RELIABILITY IN
PAYING RENT.

e UTILITY SERVICES: SOME UTILITY COMPANIES MAY REQUIRE A SECURITY DEPOSIT IF YOU HAVE A LOW CREDIT SCORE.

o CELL PHONE CONTRACTS: OBTAINING A NEW PHONE WITH A MONTHLY PAYMENT PLAN OFTEN DEPENDS ON YOUR
CREDITWORTHINESS.

® |[NSURANCE PREMIUMS: IN MANY STATES, CREDIT-BASED INSURANCE SCORES ARE USED TO HELP DETERMINE PREMIUMS FOR
AUTO AND HOMEOWNER'S INSURANCE.

® EMPLOYMENT: SOME EMPLOYERS, PARTICULARLY IN SENSITIVE INDUSTRIES, MAY CHECK CREDIT REPORTS AS PART OF
THEIR BACKGROUND SCREENING PROCESS.

ESSENTIALLYI YOUR CREDIT SCORE ACTS AS A MEASURE OF YOUR FINANCIAL RESPONSIBILITY, AND LENDERS AND OTHER SERVICE
PROVIDERS USE IT AS A PREDICTOR OF HOW LIKELY YOU ARE TO FULFILL YOUR FINANCIAL OBLIGATIONS. INVESTING TIME AND
EFFORT INTO MANAGING YOUR CREDIT WELL CAN LEAD TO SIGNIFICANT FINANCIAL BENEFITS AND PEACE OF MIND.

CREDIT SCORING AND THE FUTURE OF FINANCE

THE LANDSCAPE OF CREDIT SCORING IN US FINANCE IS CONTINUALLY EVOLVING, DRIVEN BY TECHNOLOGICAL ADVANCEMENTS,
CHANGING REGULATORY ENVIRONMENTS, AND THE INCREASING AVAILABILITY OF DATA. INNOVATIONS IN ARTIFICIAL INTELLIGENCE
AND MACHINE LEARNING ARE ENABLING MORE SOPHISTICATED CREDIT ASSESSMENT MODELS, POTENTIALLY ALLOWING FOR MORE
INCLUSIVE LENDING PRACTICES.

THE DEBATE AROUND ALTERNATIVE DATA SOURCES, SUCH AS RENT PAYMENTS, UTILITY BILLS, AND EVEN BANKING TRANSACTION
HISTORY, IS GROWING. THESE SOURCES COULD PROVIDE A MORE HOLISTIC VIEW OF AN INDIVIDUAL'S FINANCIAL BEHAVIOR,
ESPECIALLY FOR THOSE WHO ARE “CREDIT INVISIBLE” OR HAVE LIMITED TRADITIONAL CREDIT HISTORY. THE GOAL IS TO CREATE
A SYSTEM THAT IS BOTH ACCURATE AND FAIR, PROVIDING OPPORTUNITIES FOR MORE INDIVIDUALS TO ACCESS CREDIT AND
PARTICIPATE FULLY IN THE ECONOMY.

FURTHERMORE/ THE EMPHASIS ON FINANCIAL LITERACY AND CONSUMER EMPOWERMENT IS LIKELY TO CONTINUE. AS MORE
INDIVIDUALS BECOME AW ARE OF THE IMPORTANCE OF CREDIT SCORING, THERE WILL BE A GREATER DEMAND FOR TRANSPARENT
AND ACCESSIBLE TOOLS AND EDUCATION. THE FUTURE OF CREDIT SCORING FINANCE US WILL LIKELY INVOLVE A BLEND OF
TRADITIONAL DATA, INNOVATIVE ALTERNATIVE DATA, AND ENHANCED CONSUMER EDUCATION, AIMING FOR A MORE EQUITABLE
AND EFFICIENT CREDIT MARKET FOR ALL.

FAQ

QI \WHAT IS THE MOST IMPORTANT FACTOR IN CREDIT SCORING FINANCE US?

A: THE MOST IMPORTANT FACTOR IN CREDIT SCORING IN US FINANCE IS YOUR PAYMENT HISTORY. CONSISTENTLY MAKING
PAYMENTS ON TIME FOR ALL YOUR CREDIT OBLIGATIONS HAS THE BIGGEST POSITIVE IMPACT ON YOUR CREDIT SCORE.

Q: How OFTEN SHOULD | CHECK MY CREDIT SCORE AND REPORT?

A: |T IS RECOMMENDED TO CHECK YOUR CREDIT SCORE REGULARLY, PERHAPS MONTHLY, TO MONITOR ITS STATUS. You ARE
ENTITLED TO A FREE CREDIT REPORT FROM EACH OF THE THREE MAJOR CREDIT BUREAUS (EQUIFAX, EXPERIAN, AND TRANSUNION)
ANNUALLY THROUGH ANNUALCREDITREPORT.COM. IT'S A GOOD PRACTICE TO REVIEW THESE REPORTS AT LEAST ONCE A YEAR
TO ENSURE ACCURACY.



Q: CAN A MEDICAL DEBT AFFECT MY CREDIT SCORE?

A: YESI UNPAID MEDICAL DEBT CAN AFFECT YOUR CREDIT SCORE, ESPECIALLY IF IT IS SENT TO COLLECTIONS. HO\X/EVER, RECENT
REGULATORY CHANGES HAVE INTRODUCED A GRACE PERIOD BEFORE MEDICAL DEBT CAN APPEAR ON CREDIT REPORTS AND HAVE
REMOVED MOST MEDICAL DEBT FROM CREDIT REPORTS AFTER IT IS PAID OFF, REGARDLESS OF HOW OLD IT WAS.

Q: WHAT IS CONSIDERED A “GOOD” CREDIT SCORE IN THE US?

A: GENERALLY, A FICO score ofF 700 OR HIGHER IS CONSIDERED GOOD, WHILE SCORES OF 740-799 ARE CONSIDERED VERY
GOOD, AND SCORES OF 800 AND ABOVE ARE CONSIDERED EXCEPTIONAL. HOWEVER, WHAT CONSTITUTES A “GOOD” SCORE CAN
VARY SLIGHTLY DEPENDING ON THE LENDER AND THE SPECIFIC CREDIT PRODUCT.

QI How LONG DOES A LATE PAYMENT STAY ON MY CREDIT REPORT?

A: A LATE PAYMENT TYPICALLY STAYS ON YOUR CREDIT REPORT FOR SEVEN YEARS. THE IMPACT OF A LATE PAYMENT
DIMINISHES OVER TIME, BUT IT WILL REMAIN A PART OF YOUR CREDIT HISTORY FOR THAT DURATION.

Q: WILL CLOSING A CREDIT CARD HURT MY CREDIT SCORE?

A: CLOSING A CREDIT CARD CAN POTENTIALLY HURT YOUR CREDIT SCORE, ESPECIALLY IF IT'S AN OLDER ACCOUNT WITH A
GOOD PAYMENT HISTORY. THIS IS BECAUSE IT CAN REDUCE YOUR OVERALL CREDIT HISTORY LENGTH AND INCREASE YOUR CREDIT
UTILIZATION RATIO IF YOU CARRY BALANCES ON OTHER CARDS.

Q: CAN | DISPUTE AN ERROR ON MY CREDIT REPORT?

A: ABSOLUTELY. IF YOU FIND ANY INACCURACIES ON YOUR CREDIT REPORT, YOU HAVE THE RIGHT TO DISPUTE THEM WITH THE
CREDIT BUREAU THAT PROVIDED THE REPORT. THEY ARE REQUIRED TO INVESTIGATE YOUR CLAIM AND REMOVE ANY INACCURATE
INFORMATION.

Q: WHAT IS THE DIFFERENCE BETWEEN A HARD INQUIRY AND A SOFT INQUIRY ON MY
CREDIT REPORT?

A: A HARD INQUIRY OCCURS WHEN A LENDER CHECKS YOUR CREDIT IN RESPONSE TO YOUR APPLICATION FOR CREDIT, SUCH AS A
LOAN OR CREDIT CARD. HARD INQUIRIES CAN SLIGHTLY LOWER YOUR CREDIT SCORE. A SOFT INQUIRY HAPPENS WHEN YOUR
CREDIT IS CHECKED FOR INFORMATIONAL PURPOSES OR BY YOURSELF, SUCH AS FOR PRE-APPROVED CREDIT OFFERS OR WHEN YOU
CHECK YOUR OWN CREDIT SCORE, AND THESE DO NOT AFFECT YOUR CREDIT SCORE.
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