


2. Amounts Owed - How much is too much?  30%  
      approximately. 
 
      Yes, it is ok to owe money on your accounts.  It 
 does not mean you are a high risk borrower with a 
 low score.  However, owing a great deal of money on 
 many accounts may indicate to a creditor that a person 
 could be overextended, and have a greater chance of 
 being late or not make a payment at all.  Part of the 
 scoring process is to determine how much is too much.   
 
 What is taken into account: 
 

Amount owed on all accounts. 
 
Amount owing on specific types of accounts, such as 
credit cards and installment loans. 

 
Lack of a specific type of balance on certain  accounts - 
having a small balance without missing a payment shows 

you manage credit  responsibly.  On the other hand, clos-
ing unused credit accounts  show zero balances and that 
are in good standing will not raise your score.  
 
The number of accounts you have with a balance. 

 

Total credit line being used on credit cards and other 
credit accounts. 
 
Installment loan account balance in relation to the 
original loan amount.  Being able to pay off installment 
loans is a good sign that a person is able and willing to 

manage and repay debt. 
3.  Length of credit history - Are you established                    
     users?  15% approximately.   
 In general, a longer credit history will increase your 
 score.  However, you could have a high score with a 
 short credit history, depending on  the remainder of 
 the credit report looks. 

How long your credit accounts have been established. 
How long specific credit accounts have been estab-
lished. 
How long it has been since certain accounts have 
been used. 

4. New Credit - How much debt are you taking on?  
10% approximately. 

 If you are shopping for a new rate versus  many that 
 is distinguished in the scoring. However, research  has 
 shown that if you open several credit accounts in  a 
 short period of time, it does represent a greater risk.  
 This is especially true for people who do not 
 have a long history of established credit. 
What is considered in the scoring: 

How many new accounts have been opened. 
How long it has been since you opened a new                 
account. 

How many credit inquiries have been made into your 
account. 
The length of time since a credit inquiry (s) was made. 
How your credit history looks following past payment 
problems.  Are you able to re-establish on time pay-

ments after a period of late payments? 
5. Types of credit used - Are you diversified?  10% 

approximately. 
 
 The score looks at: 
 
How many accounts you have along with how they 
vary. 

 
 Your score is very important to your personal         
 financial security.  Having a good score is encour-  
      aging when new credit is applied for.  Your score is 
 based on a combination of factors - not one 
 piece of information will determine your score.  
 Also, your score is determined by what the credit  
 reporting agencies have collected on your credit 
 report.  A lender may still look at additional factors 
 such as your income from your present job and the   
     kind of credit you are requesting.   
 
 Ways to improve your score: 
 
Pay your bills on time. 
 
Pay down your debt - steadily. 
 
If you have missed a payment or two, get current and 
stay current. 

 
Check your credit reports and correct any inaccurate 
items. 

 
Be aware that paying off a collection account or clos-
ing an account on which you previously missed a pay-

ment, will not remove it from your credit report. 
 
Limit how frequently you apply for new credit. 

 
Don’t close unused credit cards as a short term strate-
gy to raise your score.  Close the wrong one and it 

can shorten your credit history.   
 
Do your rate shopping for a given auto or mortgage 
loan within a focused period of time. 
 
Apply for and open new credit accounts, only as              
needed.  Do not open accounts to create diversity. 
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