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Understanding	
  your	
  Credit	
  Score	
  
If	
  you	
  have	
  received	
  a	
  loan	
  lately,	
  you	
  may	
  have	
  been	
  told	
  about	
  your	
  credit	
  score.	
  	
  A	
  credit	
  score	
  is	
  a	
  
numerical	
  expression	
  based	
  on	
  a	
  statistical	
  analysis	
  of	
  a	
  person's	
  credit	
  files,	
  to	
  represent	
  the	
  
creditworthiness	
  of	
  that	
  person.	
  The	
  following	
  is	
  a	
  FAQ	
  about	
  credit	
  scores	
  based	
  on	
  information	
  found	
  
at	
  www.myFICO.com.	
  
	
  
What	
  is	
  a	
  credit	
  score	
  &	
  who	
  or	
  what	
  is	
  FICO®?	
  
FICO	
  stands	
  for	
  Fair	
  Isaac	
  Corporation	
  and	
  is	
  the	
  leading	
  company	
  that	
  creates	
  a	
  scoring	
  system	
  for	
  
credit.	
  According	
  to	
  myFICO.com,	
  “90	
  percent	
  of	
  all	
  financial	
  institutions	
  in	
  the	
  U.S.	
  use	
  FICO	
  scores	
  in	
  
their	
  decision-­‐making	
  process.”	
  
FICO®	
  scores	
  range	
  from	
  300-­‐850,	
  where	
  the	
  higher	
  the	
  number,	
  the	
  better	
  the	
  credit	
  worthiness.	
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What’s	
  in	
  your	
  FICO®	
  score	
  
FICO	
  Scores	
  are	
  calculated	
  from	
  a	
  lot	
  of	
  different	
  credit	
  data	
  in	
  your	
  credit	
  report.	
  This	
  data	
  can	
  be	
  
grouped	
  into	
  five	
  categories	
  as	
  outlined	
  below.	
  The	
  percentages	
  in	
  the	
  chart	
  reflect	
  how	
  important	
  each	
  
of	
  the	
  categories	
  is	
  in	
  determining	
  your	
  FICO	
  score.	
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These	
  percentages	
  are	
  based	
  on	
  the	
  importance	
  of	
  the	
  five	
  categories	
  for	
  the	
  general	
  population.	
  For	
  
particular	
  groups	
  -­‐	
  for	
  example,	
  people	
  who	
  have	
  not	
  been	
  using	
  credit	
  long	
  -­‐	
  the	
  importance	
  of	
  these	
  
categories	
  may	
  be	
  somewhat	
  different.	
  
Payment	
  History	
  

o Account	
  payment	
  information	
  on	
  specific	
  types	
  of	
  accounts	
  (credit	
  cards,	
  retail	
  accounts,	
  
installment	
  loans,	
  finance	
  company	
  accounts,	
  mortgage,	
  etc.)	
  



o Presence	
  of	
  adverse	
  public	
  records	
  (bankruptcy,	
  judgments,	
  suits,	
  liens,	
  wage	
  attachments,	
  etc.),	
  
collection	
  items,	
  and/or	
  delinquency	
  (past	
  due	
  items)	
  

o Severity	
  of	
  delinquency	
  (how	
  long	
  past	
  due)	
  
o Amount	
  past	
  due	
  on	
  delinquent	
  accounts	
  or	
  collection	
  items	
  
o Time	
  since	
  (recency	
  of)	
  past	
  due	
  items	
  (delinquency),	
  adverse	
  public	
  records	
  (if	
  any),	
  or	
  

collection	
  items	
  (if	
  any)	
  
o Number	
  of	
  past	
  due	
  items	
  on	
  file	
  
o Number	
  of	
  accounts	
  paid	
  as	
  agreed	
  	
  

	
  
Amounts	
  Owed	
  

o Amount	
  owing	
  on	
  accounts	
  
o Amount	
  owing	
  on	
  specific	
  types	
  of	
  accounts	
  
o Lack	
  of	
  a	
  specific	
  type	
  of	
  balance,	
  in	
  some	
  cases	
  
o Number	
  of	
  accounts	
  with	
  balances	
  
o Proportion	
  of	
  credit	
  lines	
  used	
  (proportion	
  of	
  balances	
  to	
  total	
  credit	
  limits	
  on	
  certain	
  types	
  of	
  

revolving	
  accounts)	
  
o Proportion	
  of	
  installment	
  loan	
  amounts	
  still	
  owing	
  (proportion	
  of	
  balance	
  to	
  original	
  loan	
  

amount	
  on	
  certain	
  types	
  of	
  installment	
  loans)	
  
Length	
  of	
  Credit	
  History	
  

o Time	
  since	
  accounts	
  opened	
  
o Time	
  since	
  accounts	
  opened,	
  by	
  specific	
  type	
  of	
  account	
  
o Time	
  since	
  account	
  activity	
  	
  

New	
  Credit	
  
o Number	
  of	
  recently	
  opened	
  accounts,	
  and	
  proportion	
  of	
  accounts	
  that	
  are	
  recently	
  opened,	
  by	
  

type	
  of	
  account	
  
o Number	
  of	
  recent	
  credit	
  inquiries	
  
o Time	
  since	
  recent	
  account	
  opening(s),	
  by	
  type	
  of	
  account	
  
o Time	
  since	
  credit	
  inquiry(s)	
  
o Re-­‐establishment	
  of	
  positive	
  credit	
  history	
  following	
  past	
  payment	
  problems	
  

Types	
  of	
  Credit	
  Used	
  
o Number	
  of	
  (presence,	
  prevalence,	
  and	
  recent	
  information	
  on)	
  various	
  types	
  of	
  accounts	
  (credit	
  

cards,	
  retail	
  accounts,	
  installment	
  loans,	
  mortgage,	
  consumer	
  finance	
  accounts,	
  etc.)	
  
Please	
  note	
  that:	
  	
  

o A	
  FICO	
  score	
  takes	
  into	
  consideration	
  all	
  these	
  categories	
  of	
  information,	
  not	
  just	
  one	
  or	
  two.	
  
No	
  one	
  piece	
  of	
  information	
  or	
  factor	
  alone	
  will	
  determine	
  your	
  score.	
  

o The	
  importance	
  of	
  any	
  factor	
  depends	
  on	
  the	
  overall	
  information	
  in	
  your	
  credit	
  report.	
  
For	
  some	
  people,	
  a	
  given	
  factor	
  may	
  be	
  more	
  important	
  than	
  for	
  someone	
  else	
  with	
  a	
  different	
  
credit	
  history.	
  In	
  addition,	
  as	
  the	
  information	
  in	
  your	
  credit	
  report	
  changes,	
  so	
  does	
  the	
  
importance	
  of	
  any	
  factor	
  in	
  determining	
  your	
  FICO	
  score.	
  Thus,	
  it's	
  impossible	
  to	
  say	
  exactly	
  how	
  
important	
  any	
  single	
  factor	
  is	
  in	
  determining	
  your	
  score	
  -­‐	
  even	
  the	
  levels	
  of	
  importance	
  shown	
  
here	
  are	
  for	
  the	
  general	
  population,	
  and	
  will	
  be	
  different	
  for	
  different	
  credit	
  profiles.	
  What's	
  
important	
  is	
  the	
  mix	
  of	
  information,	
  which	
  varies	
  from	
  person	
  to	
  person,	
  and	
  for	
  any	
  one	
  person	
  
over	
  time.	
  

o Your	
  FICO	
  score	
  only	
  looks	
  at	
  information	
  in	
  your	
  credit	
  report.	
  
However,	
  lenders	
  generally	
  consider	
  many	
  things	
  when	
  making	
  a	
  credit	
  decision,	
  including	
  your	
  
income,	
  how	
  long	
  you	
  have	
  worked	
  at	
  your	
  present	
  job	
  and	
  the	
  kind	
  of	
  credit	
  you	
  are	
  
requesting.	
  



o Your	
  score	
  considers	
  both	
  positive	
  and	
  negative	
  information	
  in	
  your	
  credit	
  report.	
  
Late	
  payments	
  will	
  lower	
  your	
  score,	
  but	
  establishing	
  or	
  re-­‐establishing	
  a	
  good	
  track	
  record	
  of	
  
making	
  payments	
  on	
  time	
  will	
  raise	
  your	
  FICO	
  credit	
  score.	
  

 
	
  
Why	
  are	
  there	
  so	
  many	
  types	
  of	
  scores?	
  
Lenders	
  purchase	
  predictive	
  scores	
  and	
  sometimes	
  create	
  their	
  own	
  analytical	
  models	
  to	
  give	
  them	
  
unique	
  insights	
  that	
  lead	
  to	
  better	
  decisions.	
  FICO®	
  scores	
  can	
  be	
  used	
  at	
  every	
  stage	
  of	
  the	
  lender’s	
  
business,	
  including	
  marketing,	
  originations,	
  account	
  management,	
  and	
  collections	
  and	
  recovery.	
  	
  Others	
  
scoring	
  models	
  produce	
  scores	
  with	
  more	
  specialized	
  predictions,	
  or	
  are	
  calculated	
  from	
  information	
  
pulled	
  from	
  different	
  data	
  sources.	
  	
  	
  
	
  
Who	
  regulates	
  Fair	
  Isaac?	
  
FICO	
  (Fair	
  Isaac	
  Corporation)	
  is	
  not	
  a	
  bank	
  or	
  creditor,	
  so	
  it	
  isn't	
  supervised	
  in	
  the	
  way	
  that	
  banks	
  and	
  
creditors	
  are	
  supervised.	
  	
  However,	
  FICO	
  is	
  a	
  service	
  provider	
  to	
  the	
  financial	
  services	
  industry	
  and	
  is	
  
thereby	
  subject	
  to	
  regulation	
  by	
  the	
  Consumer	
  Financial	
  Protection	
  Bureau	
  (CFPB)	
  and	
  the	
  Federal	
  Trade	
  
Commission	
  (FTC).	
  	
  The	
  CFPB	
  enforces	
  compliance	
  with	
  financial	
  services	
  laws,	
  while	
  the	
  FTC	
  regulates	
  
privacy,	
  antitrust,	
  and	
  oversees	
  fair	
  and	
  reasonable	
  business	
  practices	
  in	
  many	
  other	
  industries.	
  	
  FICO	
  
also	
  assists	
  its	
  financial	
  services	
  clients	
  fulfill	
  their	
  compliance	
  obligations	
  described	
  above.	
  	
  FICO	
  
develops	
  its	
  predictive	
  models	
  and	
  other	
  products	
  so	
  that	
  they	
  comply	
  fully	
  with	
  all	
  applicable	
  federal	
  
regulations,	
  such	
  as	
  the	
  Fair	
  Credit	
  Reporting	
  Act	
  and	
  Regulation	
  B.	
  	
  FICO®	
  credit	
  scoring	
  models	
  are	
  
empirically	
  derived,	
  demonstrably	
  and	
  statistically	
  sound,	
  and	
  built	
  with	
  depersonalized	
  data.	
  	
  In	
  
addition,	
  FICO	
  models	
  include	
  unique	
  regulatory	
  features	
  that	
  other	
  models	
  may	
  not	
  include,	
  such	
  as	
  
specialized	
  authorized	
  user	
  treatment.	
  
	
  
How	
  to	
  I	
  get	
  more	
  information	
  about	
  credit	
  scores?	
  
Please	
  visit	
  www.myFICO.com.	
  This	
  website	
  offers	
  invaluable	
  tools	
  and	
  recourse	
  for	
  understanding	
  your	
  
credit	
  score	
  and	
  managing	
  your	
  credit.	
  	
  
	
  
	
  
	
  


