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QC Busting Common Credit 
Score Myths

Many people contact our agency looking for information about 
how to increase their credit score. Although no credit counseling 
agency can advise individuals specifically about how to repair 
their credit, we do hear some interesting “facts” people have 
learned from friends and family members.  Sadly, much of what 
we hear is inaccurate, so we were encouraged recently when we 
happened to read a blog-post from Fair Isaac and Company (or 
FICO, as they’re more commonly known) that addressed some 
of the misinformation people have about increasing their scores.

Fair Isaac and Company’s Senior Director of Global Scoring 
Solutions, and a member of FICO Labs, Rachel Bell, discussed 
some of the misconceptions about raising a credit score. Before 
we address those myths, let’s take a refresher on the five elements 
that make up your credit score. Your Payment History counts 
toward 35% of your score and looks at how you’ve maintained 
your obligations over time.  Amounts Owed makes up 30% of 
your score, and is fairly self-explanatory. Length of Credit History 
accounts for 15% of your score and considers how long you’ve 
been using credit, and your most recent activity. New Credit and 
Types of Credit Used each make up 10% of your score. New Credit 
evaluates the most recent accounts you have opened and Types 
of Credit considers the mix of accounts on your profile – credit 
cards, mortgages, student loans, etc.

Okay, now that we’ve covered the factors impacting your score, 
let’s bust some of those credit myths. 

The first issue Ms. Bell addresses is that in order to improve your 
score, you must have high balances on your credit accounts.  Thirty 
percent of your credit profile is weighed against the amount of debt 
you’re carrying.  The more debt you have, relative to your credit 
limits, the more your score is adversely affected; therefore, having 
high balances is not helpful to your score.  Another interesting fact 
from Ms. Bell’s blog is that paying off your accounts in full may 
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not be as helpful as you’d think, if you immediately make new 
charges on those accounts. As Ms. Bell states, this is a fantastic 
habit that will help you reduce the hold that credit has on your 
financial life, but it may not do much to increase your credit 
profile. According to FICO, their model “rarely reflects” our most 
recent payments.  That’s not to say the FICO scoring model is 
deficient; it’s just a fact related to the way creditors report to the 
bureaus. Many lenders report the previous outstanding balance 
billed to the customer; therefore, paying your bill in full may still 
leave a notation that you’re carrying a balance with your creditor.   
Essentially, your creditor will report the account balance for the 
last billing period, and not the payment that would have brought 
your obligation to zero.

The next myth is one that has existed for quite a while.  Some 
people are convinced that opening new credit accounts will 
raise their score quickly. This is not entirely accurate. There 
are some benefits to opening a new line of credit, but they’ll 
take time to be reflected in your score.  The new account may 
improve your utilization rate and add variety to your profile, 
although the latter is a minor consideration in your score. 
However, you can also lose points because the account will 
count as New Credit. That loss should be temporary and should 
work itself out within a few months.

Similar to the last myth, we’ve heard this next one on many 
occasions. It was once believed that closing any unused 
credit cards would quickly increase your score. In all fairness, 
the lending community touted this maneuver for decades; 
unfortunately, it’s not the case.  The FICO scoring model actually 
considers unused credit as a positive factor.  You see, although 
you have access to these credit limits, you’re not using them.  
From a risk perspective, that’s a good thing.  When you close an 
unused account it no longer counts toward your profile, which 
will raise the percentage of available credit you’re using and 
reduce your score.

As you can see, the world of credit is not as cut and dried as 
many of us may think.  
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For more of Ms. Bell’s insights 
and some other great information 
about credit, please visit FICO’s 
bankinganalyticsblog.fico.com.



New Credit Report Tracks 
Financial Behavior

Over the last few years, a number of exotic mortgage products, 
loose lending practices and Wall Street hocus-pocus, combined 
to deal a devastating blow to our economy. Although the pace 
is still slow, we are recovering. At the same time, many people 
are looking into steps we could take to avoid similar catastrophes 
in the future. Most of us would agree that a more thorough 
examination of a borrower’s overall financial behavior would have 
prevented the wave of foreclosures we’ve experienced. Enter 
CoreLogic. CoreLogic is an information broker, and the newest 
entrant into the credit reporting industry. The organization’s new 
CoreScore attempts to give lenders a deeper understanding of an 
individual’s spending habits.

What makes CoreLogic different? The information they collect 
isn’t typically captured by the three big credit bureaus, which is 
why many lenders are so interested. The CoreLogic organization 
has established relationships with a variety of stakeholders in the 
public and private sectors. Just about everyone, from small, local 
lenders, to county courthouses, provides records to the company. 
Until recently, the information CoreLogic gathered was primarily 
used for market research, but now it will be used to help assess 
our financial habits. For instance, if you rent an apartment or own 
a condo, any late rent payments or Homeowners’ Association 
dues are likely on file, in addition to the child support judgments, 
evictions and property liens reported by the courts. Payday 
lenders and small community banks also supply information 
on how you manage financial obligations. If you owe more on 
your home than what it’s worth, CoreLogic knows that, too. Not 
surprisingly, the inclusion of this kind of information in your credit 
profile has some consumer advocates concerned.

Chi Chi Wu, a staff lawyer at the National Consumer Law Center, 
voiced her concerns in a recent New York Times article. She noted 
that “there is evidence that all (the new report) could do for a 
substantial portion of low- and moderate-income consumers is 
make their credit files worse.” Wu cited utility bills as an example. 

During the winter 
months, when 
heating bills climb, 
many customers 
fall behind. They 
get caught up later 
in the spring, but 
this inconsistent 
pay pattern has 
the potential to 
negatively impact 
a consumer’s 

CoreScore report. Ms. Wu also suggested some valid reasons why 
people may withhold their rent payment, for instance, if their 
landlord failed to address heating or hot water problems. Again, 
such legitimate activity would adversely affect the consumer.  
Wu also questions perhaps the largest threat to a consumer’s 
CoreScore profile – payday loans. According to Ms. Wu, “Payday 
loans and other high-cost credit are very onerous, and people 
have trouble paying them because they have a 400% A.P.R.”  Many 
payday borrowers find themselves trapped in an unfortunate 
cycle, taking out one payday loan to repay another, thereby 
prolonging their indebtedness.  Factoring payday loan payment 
histories into a credit score would penalize many consumers.

The CoreScore report is already available to lenders, and the 
corresponding credit score is currently in development with 
FICO, the developer of the most widely used credit scoring 
formula. The three major credit bureaus, Trans Union, Experian, 
and Equifax, apply FICO’s scoring model to the information in 
our reports to generate a credit risk score, a three-digit number 
ranging between 350 and 800, which describes how well we tend 
to manage our financial responsibilities. Based on this number, 
lenders can decide whether or not to lend us money, and if so, 
at what interest rate. If you have a high credit score, you’re a low 
risk. If you had a low credit score, you’re a high risk.

The CoreScore credit score is being created specifically for 
mortgage and home equity lenders; however, there’s a good 
chance that a more sophisticated tool will eventually be 
developed, one that will predict how we might behave under 
different loan terms.  Because CoreLogic will be the country’s 
fourth major credit reporting bureau, it will be subject to the 
Fair Credit Reporting Act. Within a year, the new report will be 
available at AnnualCreditReport.com, and consumers will be 
entitled to one free copy every year.

What does this mean for you? Given the additional information 
considered by CoreLogic and the money you could lose through 
higher interest rates, it’s more crucial than ever that you do your 
best to make every payment on time and in full. The best way 
to make sure that happens is by preparing – and following – an 
accurate monthly budget.

CoreScore attempts to give 
lenders a deeper understanding of 
an individual’s spending habits

QC
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QC Free Access to your Credit 
Score

How many of us know our credit score? Sure, we hear a lot about 
its importance, but very few of us regularly check this all-important 
number.  Receiving your score is only one part of understanding 
your creditworthiness, and to fully comprehend our overall 
situation we must look at these numbers in conjunction with our 
credit reports.  However, it is good to know your score because 
it provides a base from which you can develop a plan to improve 
your credit standing. Well, thanks to new federal regulations, 
Americans have had increased access to our scores since July 21, 
2011.

We all know that the lower your credit score is, the more you’ll pay 
in interest when you finance a purchase, and the more you pay in 
interest, the less you’ll have available to build wealth. You should 
also recognize that a poor credit history can impact other aspects 
of your life.  That’s because your credit is reviewed by a variety 
of sources these days. Landlords, employers, utility companies, 
and other lenders routinely review your credit before making a 
decision about you, not only to evaluate your creditworthiness 
prior to extending credit, but also to monitor your financial 
behavior throughout the relationship.   Not knowing where 
your credit stands at any given moment can have unintended 
consequences, so experts recommend that you understand your 
credit profile entirely. The new, increased access to credit scores 
will provide you with one of the necessary tools to do just that.

The Federal Trade Commission and the Federal Reserve Board 
jointly announced their rules for implementing free credit score 
notifications under the Dodd-Frank Wall Street Reform and 
Consumer Protection Act. Effective July 21, 2011, when a credit 
score is used to establish or modify your credit terms on credit 
cards, auto loans and student loans, lenders will be required 
to share the score used to evaluate your financing request in 
situations where you are negatively affected. IN other words, if 
you’re denied credit or approved at a higher rate than suggested, 
you’ll receive a notice from the lender detailing the score used in 
their decision.  Furthermore, if your score is used to reevaluate 

your current credit 
accounts and the review 
results in an increase in 
your interest rate, you 
would receive a similar 
notice.

What’s really helpful 
is the additional 
information lenders will 
be required to disclose 
when a credit review 
results in the provision 
of a free credit score. 
According to the 
legislation, lenders 
will also have to provide up to four key factors that hurt your 
credit score, or up to five factors if the number of inquiries made 
into your credit report played a significant role in their decision 
about you. These factors are helpful because they detail areas of 
concern within your profile – essentially showing you what might 
make any lender worried about doing business with you. Knowing 
where to focus your efforts to improve your credit profile will 
help you formulate a plan to get your credit back into shape.

As mentioned earlier, your credit score is just one of several 
important factors in understanding your creditworthiness. A 
thorough review of your credit reports is also key to understanding 
your overall profile.  Although the new law provides free access 
to the score associated with an adverse action, you still have 
two other scores that may not have been reviewed during the 
decision-making process.  You’ll recall that there are three credit 
reporting agencies, so the score provided to you is only one of 
three pieces in this puzzle.  The credit scoring formula distills the 
information contained in a report into a three digit number—
generally between 300 and 850, the higher the better.  Your score 
simply provides a snapshot of your standing at that particular 
moment. You may purchase your other credit scores; however, 
taking a look at your credit reports may actually be more helpful.   
The information you’ll need to focus on is contained in your 
reports, and thankfully you can receive copies of your credit 
reports for free by visiting www.annualcreditreport.com .

Those of us who are denied credit, 
or are approved at a higher rate 
than suggested, will receive a 
notice from the lender detailing 
the score used in their decision
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QCWill Credit Counseling Hurt 
your Credit Score?

Cambridge speaks to thousands of people every month, and one 
of the most common questions we hear is, “Will credit counseling 
hurt my credit score?” The short answer is no, but that comes 
with an explanation.  “Credit counseling” is the process by which a 
certified credit counselor will help you create a workable financial 
plan that reflects your income, expenses, and goals.  Your counselor 
will review your finances with you, give you personalized advice to 
help you develop a budget, provide valuable resources you can use 
in that process, and recommend alternative strategies to manage 
your situation.  This type of free consultation has no impact 
whatsoever on your credit standing.  Now, one of the options a 
counselor may offer is enrollment in a debt management program, 
or DMP. At the outset, a debt management program will impact 
your credit, but probably not in the way you may be thinking.

Your credit scores, or “FICO scores,” are calculated from the data 
in your credit report at any given moment. That’s why they often 
change from month to month, as your creditors report your 
activity. The data is grouped into five categories: Payment History, 
(35% of your score); Amounts Owed (30%); Length of Credit 
History (15%), New Credit (10%); and Types of Credit Used (10%).
The importance of any one factor depends on the total amount 
of information in your credit report at that moment.  This means 
that what impacts your score may not impact another person’s 
score as heavily.  Now, on to the good news.

Fair Isaac and Company, developers of the FICO scoring model, 
considers debt management enrollment as a neutral mark – 
neither good nor bad, and it carries no weight when calculating 
your score.  This wasn’t always true.  In 1989 debt management 
was considered a negative notation; however, the formula 
changed in 1998 because people were enrolling in DMPs as a 
proactive step. Instead of looking for help after they fell behind 
on their bills, people were reaching out to credit counseling 
agencies before things got out of hand.  So if the creditors you 
include on your program note that your account is being repaid 
through a reduced payment and interest program, you won’t 
lose any points as a result of that notation. However, each of 
your prospective lenders has its own policies. One may view 
debt management as a non-issue, while others may interpret it 
negatively. There’s simply no way to predict that reaction.

Although participation in a debt management program isn’t a 
factor in FICO’s formula, the process of enrollment will affect your 
score.  In a DMP, your credit counseling agency pays your bills once 
each month, and many creditors drastically reduce their interest 
rates and waive their late and over-limit fees.  In return for those 

benefits, they require that the accounts you include in your plan be 
closed. That’s a reasonable trade-off. Closing those accounts lowers 
your score because the amount of available credit is reduced.  The 
number of points you lose depends on the other information in 
your credit profile at that time.  If you have a good credit history, 
with a lot of accounts in good standing, you may lose just a few 
points.  If you only have a few accounts, the impact may be greater.

At the time you enroll, the agency will let your creditors know 
when your payment will be disbursed; however, as you transition 
into the program, you could experience a late or missed payment.  
That would impact your score, but the length of the program, 
generally 3 to 5 years, gives you more than enough time to make 
up for that initial event.  It’s also important to remember that 
even though participation in a DMP is a neutral mark, it doesn’t 
“protect” you from incurring a negative notation, either.  Just 
like when you’re managing your bills on your own, if you miss a 
payment on one of your accounts, your history will be affected.  
That’s one of the things you’ll learn while you’re working with 
an agency. You’re not just a number to us – we want to show 
you how to earn lower interest rates by developing good credit 
habits. Making payments on time is one of them.

If you pull your own credit report or review your score through a 
free website like CreditKarma.com, which we highly recommend, 
you may discover that you have too much debt. For example, if all 
of the credit limits on your accounts added up to $10,000, and all of 
the balances on those accounts added up to $5,000, you’d be using 
50% of your available credit. On creditkarma.com, you’d see a note 
like “proportion of balances to credit limits is too high on revolving 
bank accounts,” which means that your score has already been 
impacted negatively. In fact, if you’re using more than just 30% of 
your available credit, you may already be damaging your score.

In situations like these, when interest rates and balances are both 
so high that it would take more than five years to repay your 
debts, it’s worth your time to call a counselor and find out if a 
debt management program could help you. At Cambridge, our 
DMPs help people get back on track, allowing our typical client to 
pay down their balances much faster and saving them plenty in 
interest. 
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Even though participation in a 
DMP is a neutral mark, it doesn’t 
“protect” you from incurring a 
negative notation



QC Credit Tips for Senior Citizens
With age comes wisdom, or so we’d prefer to think. The 
experiences we’ve lived through, whether positive or negative, 
add to our understanding.   However, some matters, such as the 
ever-changing world of personal finance, can move at such a 
rapid pace that experience will only get us so far.  When we reach 
our senior years, we may feel that we’ve seen it all, financially 
speaking.  But, one of our most important financial tools, our 
credit score, requires some special attention as we age.  While 
the factors that comprise your credit score remain the same, 
payment history, amounts owed, and so on, the distribution of 
activity throughout these factors typically changes over time.

That’s because our financial needs are prone to change as we 
grow older. Past a certain point, the older you are, the less debt 
you carry.  The student loans are paid off, the home is paid off, 
and you don’t need to replace your car as often because you may 
be driving less. It stands to reason that older consumers are also 
less likely to purchase new homes or other big-ticket items, or to 
rely on credit cards. However, taking into account the way your 
credit score is derived, letting your credit go entirely dormant 
may not be such a great idea, either.  It can cost you.

You can avoid this unpleasantness by giving your credit a regular 
workout.  Just like with our bodies, there’s a price to pay for 
inactivity.  First, many creditors have policies to close credit card 
accounts for prolonged periods of non-use.  Closing an account 
impacts two portions of your credit profile: Length of History, 
and Amounts Owed. The longer you maintain an account, the 
more it adds to your track record of using credit responsibly. If 
an account is closed, it will no longer count toward your history.  
Also, a closed account no longer counts toward the percentage 
of available credit used, which is a factor within the Amounts 
Owed category. This portion of our credit score looks at the ratio 
of how much credit we use versus our total credit limit.  When 
an account closes, it decreases the amount of available credit, 
increasing your usage ratio and reducing your score. The good 
news is you don’t have to rush out and get a summer home in 
Florida or charge everything under the sun to build up your credit 
profile. You can “work out” your credit by making little charges 
here and there for things you needed to buy anyway, and then 
paying them off in full when the bills arrive.

Another way to ensure the health of your credit score is to review 
your credit profile regularly.   Mistakes can pop up on your report 
without warning, and you also have to be on the lookout for 
identity theft; therefore, it’s vital that you review your reports, at 
least annually.  We all have three credit profiles at any time, one 

with each of the major credit reporting agencies – TransUnion, 
Experian, and Equifax, and we’re entitled to a free copy of 
each report every 12 months. Ordering copies of your reports 
is simple.  Visit AnnualCreditReport.com, complete the required 
information and you’ll receive copies of your credit profiles in no 
time. When you get them, look each over carefully.  You want to 
be on the lookout for anything strange, like an incorrect mailing 
address, a Social Security number variation, unrecognizable 
accounts, and any kind of negative information that shouldn’t be 
there.  If there’s anything wrong with your profile, your reports 
will provide instructions about how to dispute the items in 
question.

It’s not all doom and gloom for most seniors.  Because of your 
long history using credit, any missteps will generally impact your 
score less than they would for someone who’s just starting out.  
That’s because your Length of History is also a factor in your 
score. When you’ve managed accounts over decades, your profile 
has a depth of information that describes your typical credit 
usage.  A late payment at this point in your life can have a far less 
dramatic impact on your profile; however, you still want to avoid 
any actions that could adversely impact your score. Remember: 
in some states your credit profile can be used to determine the 
amount of your insurance premiums, the cost of a lease – they’re 
even used in some places in regard to utility accounts. Failing to 
maintain your profile by using credit strategically can cause your 
score to destabilize over time. If that happens, you might find 
yourself paying more for financing than you should.
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QCPartnerships and 
Opportunities

Cambridge is about more than just credit counseling - as the economy changes, so 
does the type of help consumers need. Cambridge has researched and connected 
with many groups to further help those in need. The ones below are just several 
we will be introducing in this and future volumes.

Family Mint is a complete, step-by-step program for 
learning money management. Designed for kids age 
5 and up, this program guides your child through 
a series of exercises that will add depth to their 
understanding of personal finance principles.

Kids who complete the two-month program develop 
important money habits that will benefit them the 
rest of their lives. Give your kids an advantage. Visit 
the link below to learn more:

www.familymint.com/cambridge-credit

My Secure Advantage, or MSA, is a team of Money 
Coaches. The purpose of the MSA program is to help 
members overcome whatever financial challenges 
they may be facing, to build a strong and secure 
financial future, and to build wealth and increase net 
worth.

MSA Money Coaches have years of experience in the financial industry. They include former financial 
planners, Internal Revenue Service tax representatives, bankers, stockbrokers, retirement analysts, 
investment advisors, tax law instructors, licensed fire & casualty insurance agents and licensed life 
insurance agents. MSA’s Money Coaches have an average of 18 years’ experience, are salaried, and 
prohibited from selling you any products or services.

Call (800) 984-6811 or visit www.mysecureadvantage.com to learn more
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