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and terms for any borrowed
funds. Furthermore, your credit history can influence
insurance premiums, the ability to rent a home and
even employment opportunities.

Think Ahead
Just one late payment can trigger a decrease in
your credit score that could cost you thousands
of dollars in the following years.

The most reliable borrowers are rewarded
with the highest scores based on these

5 aspects of their credit SItuatlon'
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report to determlne a figure that represents your Ievel of

credit risk.

When lenders talk about your credit score, they are
usually referring to the FICO® score devised by the
Fair Isaac Corporation. Fair Isaac formulates a unique
score between 300 and 900 for both of the major
credit bureaus in Canada: Equifax and TransUnion.

Leave Mistakes Behind
Information included in your report can affect
your score for many years, but recent activity has
a muich greater impact than older issues.

TYPES OF CREDIT USED

Do you have more than one (o)
type of debt listed on your report: 1 0 /0
installment debt including 2 mortgage
or auto loan or revolving debt such _1 50/0
as credit cards? :

NEW CREDIT

How many accounts have been opened
recently, and how many inquiries have
been made by lenders who are currently

- considering your applications for credit?

LENGTH OF CREDIT HISTORY —
How long have your accounts been active?

10%

PAYMENT HISTORY

Do you pay all of your bills on time—
including those that are not related to
borrowing—such as tax and utility bills,
or even parking tickets?

AMOUNTS OWED
How close are you to reaching the credit limit
on each of your accounts?
Source: Fair Isaac Corporation
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] elp.reduce ydu"r credlt risk as weII asthe amount of debt you incur.

AMOUNTS OWED 30% ; i

: Keeplng your ratio of outstandmg debt to available credat below 50% is good, but less than 30% is best. Splitting a high
~ balance among multiple cards may work to improve your ratio; however, opening new accounts to do this can offset the
benefit. If you do not plan to apply for a loan anytime soon, it might make sense to carry more debt on the cards with the
lowest interest rates so that a greater portion of each payment goes toward reducing the principal balance.

'LENGTH OF CREDIT HISTORY: 15%

Try to avoid closing long-standing credit lines or opening too many new ones within a short period of time. Either of these
actions could lower the average age of your accounts.

It's good to have at least one credit card with a low interest rate to establish or lengthen your credit history and build up your
score. Use it from time to time to keep it active, even if you pay off the balance completely each month.

NEW CREDIT: 10%
Avoid applying for new credit if you plan to secure a major loan in the near future. A high number of recently opened accounts
or multiple credit inquiries can signal excess risk to a lender. However, loans that typically involve rate shopping, such as
mortgage, auto and student loans, are treated differently. Generally, related inquiries made in the process of finding a loan
won't significantly affect your score.

If you have had difficulties in the past, opening and maintaining a new account will help restore your credit record over time.

TYPES OF CREDIT USED: 10%

Showing that you can responsibly manage both revolving debt, such as credit cards, and installment debt, like a car loan,
. will make you a more attractive borrower.

Take Control of Debt

Carrying large amounts of debt
for a long time can not only harm
your credit score, it’s also likely to
be expensive and stressful. Try
the following method to lower
your outstanding credit balances.

Make a list of your credit cards, and include the
amount owed, minimum payment and interest rate for
each account. Commit to paying slightly more than the
minimum payments every month.

Pay as much as you can toward the account with
the highest interest rate whenever you have extra
funds available.

Once that card is paid off, begin paying more on the
one with the next highest rate.

Repeat the process until you are debt-free.




