The Nutmeg Guide
to Good Credit
Wondering how to build your credit? We can help!

The Basics
Why is credit important?
Your credit will apply to almost
every loan you’ll ever need. It
shows lenders and companies
how responsible you are at
paying back your debts, so
having a good credit score is
really important!

Your credit history will determine your eligibility for a loan
and its interest rate.
What’s the difference
between credit history
and credit score?
Your credit history is your
recorded payment history for any
loans, credits cards and lines of
credit.
Your credit score is a rating of
your credit history that’s used by
lenders to decide how likely you
are to make timely payments.
A long credit history doesn’t make it a good one! Late payments and
unpaid debts will cause a low credit score, no matter what.
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YOUR Credit Score
Where can I see my own
credit history?
Federal law allows for one
free copy of your credit report
every 12 months from Equifax,
Experian and TransUnion.
You can also download your
credit history online from
www.annualcreditreport.com
once per year.

Never enter your credit card information online to retrieve
your credit history. Websites offering free credit scores will
still charge you for other things like credit monitoring!
If you apply for a loan or credit card, you are entitled to see the credit
score used by the lender to evaluate your application. Most lenders
will rate your application based on a FICO® score (history of on-time
payments, amount currently owed, credit history age and more).
A higher FICO® score means you’re a good risk—you’ll earn lower
rates and better terms on loans!
FICO® scores range from 300 (very bad) to 850 (perfect) with the
national average at 660. Any score over 720 is considered excellent,
but you’ll want a perfect score to get the best rates and lowest credit
fees possible.
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A FICO® score below 600 is considered poor credit. With a low
credit score, you’ll have a harder time getting credit from financial
institutions (like us).
To help illustrate how your FICO® score is determined, we made this
nifty graph. Remember: late payments and high debt will hurt your
score while a longer, responsible credit history will help you!

The Factors of Your FICO® Score
New Credit
10%

Types of Credit
10%

Payment
History
35%

Length of
Credit History
15%

Personal Debt
30%
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Rebuilding Credit
How long does it take to
rebuild my credit history?
The short answer: at least a year.
Low credit score depends on
how bad and recent your credit
missteps were. Late payments,
judgments and collections will
stay on your credit reports for
seven years. Bankruptcy can
linger for up to ten years. Stay on
top of your finances!

How to Improve a Poor Credit Score
• Don’t hesitate and start TODAY. The earlier you begin rebuilding
your credit, the better.
• Pay all of your bills on time.
• Check your credit report regularly to ensure there are no mistakes.
• Make sure your credit is not at its limit. You should have at least
20% available on all revolving credit.
• Apply for a secured credit card. Once approved, you can build
your credit from the ground up! All you’ll need to do is put down
a refundable deposit (which typically becomes your credit limit)
and make regular, timely payments. Secured credit cards are easy
to manage and a great first step toward better credit.
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Still not convinced? Take a look at what you could save with
good credit!
Common
Accounts

No Credit
Cost

APR

Good Credit
Cost

APR

Savings

Utility
Deposits
(1 Year)

$600

Up to 20%

$0

0%

$600

Car Payment
(5 Years)

$28,829

11.64%

$24,046

3.97%

$4,783

Student Loan
(10 Years)

$60,133

10.25%

$44,592

3.53%

$15,541

Mortgage
(20 Years)

$434,160

6.245%

$381,130

5.52%

$53,040

What if you can’t pay your bills?
If you find yourself unable to make payments on your loan or
another form of credit, you can try the following to keep your credit
score from decreasing:
• Contact your lenders and creditors right away. They may be
able to help by reducing or modifying your payments. Even one
late payment will negatively affect your credit score, so being
proactive is important!
• For loans, request lower payments or forbearance (temporary
postponement or reduction of loan payment amount based
on financial hardship and granted on a case-by-case basis by
lenders).
• Consolidate your debt. Many lenders offer consolidation
packages that turn all of your loans into one with the option to
lengthen your payment term.
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Getting Started
The DOs of good credit:
• Use a cosigner’s credit when
applying for a loan if you have
little or no credit history. Make
those payments on time—
if you don’t, it’ll affect the
cosigner’s credit too!
• Establish a regular payment
history with the right credit
card.
• Use your credit card for small
purchases and don’t max it out! The DON’Ts of good credit:
• Pay off your balance each
month and all of your bills
on time. If you never miss a
payment, you’ll never have to
worry about having bad credit.
• Use student loans for
education purposes only and
pay them back on time!

• Cosigning for a friend who
may miss their payments.
• Applying for several loans in a
short amount of time.
• Making late payments.
• Closing a credit line.

Contact us for more information!

BankingAwesome.com
860.513.5000
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