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SCORING DO’S AND DON’TS
DO:

· Pay your bills on time.  Delinquent payments and collections can have a major negative impact on your FICO* score.  

*A FICO score is a credit score developed by Fair Isaac & Co. Credit scoring is a method of determining the likelihood that credit users will pay their bills.  A credit score attempts to condense a borrower’s credit history into a single number. 

· If you have missed payments, get current and stay current.  The longer you pay your bills on time, the better your FICO score.
· Pay down your debt rather than move it around.

· Keep balances low on credit cards and other revolving credit.  High, outstanding debt can affect a FICO score.  Keep balances below 50% of your total credit line.

· If you are having trouble making ends meet, contact your creditors or see a legitimate credit counselor.  This won’t improve your FICO score immediately, but if you can begin to manage your credit and pay on time, your score will improve.

· Re-establish your credit history if you have had problems.  Opening new accounts responsibly and paying them on time will raise your FICO score in the long term.
· Note:  It is OK to request and check your own credit report.  This won’t affect your FICO score as long as you order your credit report directly from the credit-reporting agency or through an organization authorized to provide consumer credit reports. 
· Apply for and open new credit accounts only as needed.  Don’t open new accounts just to have a better credit mix unless suggested by a qualified credit consultant.

· Have credit cards but manage them responsibly.  In general, having credit cards and installment loans (and making timely payments) may improve your FICO score.  Someone with no credit cards tends to be a higher risk than someone who has managed credit cards responsibly.  

· Do your rate shopping for a loan within a focused period of time.  FICO scores distinguish between a search for a mortgage or auto loan (where it is customary to shop for a best rate), and a search for many new credit lines.

DON’T

· Don’t close unused credit cards as a short-term strategy to raise your FICO score.

· Don’t open a number of new credit cards that you don’t need just to increase your available credit.  This approach could backfire and actually lower your score.

· If you have been managing credit for a short time, don’t open a lot of new accounts too rapidly.  New accounts will lower your average account age, which will have a greater affect on your FICO score if you don’t have a lot of other established credit information.  Also, rapid account build-up can look risky in you are a new credit user.  
· Paying off collection accounts or other derogatory items will not remove them from your credit.  The fact that this event occurred is predictive, in addition to any dollar amount associated with the past due.

· Closing an account will not remove it from your credit report and may not improve your score.

· Reducing all your debt to $0 balances and letting accounts become inactive, will eventually start decreasing your score.  Scores are based on an accumulation of payment history.  Keeping balances at a minimum and making timely payments will help maintain a healthy score.

Improving your score will take time and often there is no quick fix.  FICO scores reflect credit payment patterns over time with more emphasis on recent information.  Scores are derived from the following factors and according to these priorities:
RECENCY

FREQUENCY

SEVERITY

There is no mystery about how consumers can improve their FICO scores.  FICO scores reflect the long-term patterns of credit use and repayment history over time.  FICO scores automatically improve, as your overall credit picture gets better.  That means showing a historical pattern of paying your bills on time and using credit conservatively.  Scores are weighted according to the following criteria (example below can vary per reporting agency).  

1. 35% - Major and minor delinquencies including late payments, collections, judgments and bankruptcies.

2. 30% - Amount of outstanding debt and balance to high credit ratios.

3. 15% - Length of credit history (how long accounts have been open)

4. 10% - Inquiries or applications for new credit (promotional inquires do not affect the score)

5. 10% - Type of credit – real estate and revolving vs. installment

REMEMBER

Scores are a predictive tool used to determine the likelihood of a consumer paying their debts more than 30 days late.

At Monaghan Mortgage & Finance, we can help you prepare and repair your credit scoring.  Call us today at 207-761-0100, or email direct at lizloans@maine.rr.com.

