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Credit Scores =

WHY THEY MATTER AND HOW TO

GOOD

A creditscore is a numetricd representation of your
creditworthiness or financial reputation. Scores range from a
low of 300 fo cs high cs 850. Your score reflects how reliably
you have managed your financicl obligatiors in the past.
Lenders wse this fo assess their risk of lending fo you in the
future.

Why Do Credit Scores Matter?

Having a good credit score can help you obtain better ferms
onloans, credit cards, irsurance and more. Over allifefime,
this can add up o significant finoncicl savings. Lower scores
may lead to missing out on or paying more to obtain those
same things.

A good credlit score increcses your chances of being
approved for credit cards, vehicle or personal loars and
mortgages. Lenders view a high score as anindicator of low
risk, making them more likely fo extend credit fo you.

With a good credit score, you will likely qudlify for larger loan
amounts when applying for a mortgage or vehicle loan. You
may clso benefit from higher spending limifs on credit cards.
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IMPROVE YOURS

Lower Interest Rates

A mcijor benefit of good credit is getting lower interest
rates onloars. When applying for aloan or credit card, the
lender or credit provider typically rurs your credit history

fo determine what inferest rate to charge. The higher your
score, the lower your inferest rate. This mears paying less

fo borrow those funds. Applicants with o lower credit score
reflect ahigherrisk to the lender, so they will charge ahigher
inferest rate fo cover expenses in case a borrower defaults.
This higher rate may mean significantly more interest paid
over the life of the loan, especially onlarger purchases.

Housing

Landlords mayy nun a credit check when evauating a
potential tfenant’s rental application. Asfrong credit history
may improve your chance of being approved for your
preferred property. Those with a poor credit history may

be required fo put down a higher security deposit before
monving in, pay first and lcst month's rent in achvance, agree
fo a shorfer-term lecse or even be denied completely.

Lower Insurance Rates

Irsurance companies look at your credit history and cssign
a risk score when deciding whether to extend coverage
and what premiums fo charge. Poor credit habifts may lead
fo higher costs for irsurers which they will offset by charging
higher premiums.

Some employers, especially those in the fincncial servces
industry or those that require security clecrance, may review
yvour credit history for delinquent payments, bankruptcy flings
and more during the infendew process. Good creditscores
may harve a positive reflection on your financial responsibility
and integrity.
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Utility providers and mobile phone companies may check
your credit score before turning onsendces. With a good
credit score, providers are likely to offer senvice with minimal
frouble. Previowsly missed payments may lower your credit
score, which could result in higher deposifs, denial of senvice
or needing a co-signer.

Banking

Depending on the bank, evensimply opening a checking
account might lead fo a credit check. The bank may be
locking for information on your history of frequent overdrafts
or having accounts closed by other institutiors.

How to Improve Your Credit Score

First you should know what factors impact your credit score.
There are five main factors: payment history, credit utilization,
length of crediit history, credit mix, and new creditinguiries.

Your payment history is the most significant factor accounting
for 35% of your credit score. You can develop orimprove a
strong crediit history by corsistently making your payments

on fime and in full. Begin establishing o good credit history

by getting a credit card and wing it for smdall experses, then
pay it off each month.

MNext, your credit utilization represents 30% of your score. This
mecsures what percentage of your aivailakle credityou

are wsing. Maintain alow credit utilization rate onrevolhing
accounts, like credit card accounts, by keeping bbalances
under 0% of the credit limit. The lower the ratio, the better
because when the ulilization ratfio goes down, credit scores go
up. Once you have established a good credit history or your
income has increcsed, you can reguest an increase to your
credit limit. This will immediately decrecse your utilization ratio.

The length of yvour credit history reflects 15% of your score.
This indicates how long you have managed your credit.
COlder accounts, especidlly when held in good standing,
demorsirate lower risk to lenders. Maintaining older
accounts, evenif not actively used, is asimple way to
rmaintcin a heclthy credit history. Closing an old account
will reduce the average age of your credit history and also
increcse your credit utilization ratio, which may decrecse
your credif score.

Finally, credit mix and recent credit inquiries each represent
10% of your score. Maintaining a mix of different types of
credit accounts, including credit carck, retaill accounts,
irstallment loars, and mortgage loans, can help fo increcse
your credit score. However, avoid opening multiple credit
accounts over ashort period of time. Frequent inquiries can
quickly lower your credit score. Idedlly wait six to twelve
months in between new credit gpplicatiors.

Be sure to check your credit report regulary for any errors
that mary negatively impact your credit score and promptly
dispute any errors. Consumers are encouraged fo isit
AnnuclCreditReport.com. Here you can request a copy

of your credit report from each of the three magjor credit
bureaus - BExperian, Equifax, and TransUnion, once each yecr
at no charge.

We are happy to arswer your financial questiors, fo

walk through the financial and non-financicl decisiors
surrounding your stage of life and help you to achieve the
gocls you may have. Give us a call at (217) 441-2200 or visit
s online and check out the free resources available at
www. MySoundPlan.com.
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