Guide to managing and
improving your credit score




What is a credit reference agency?

A credit reference agency, or CRA, is an independent organisation that records
financial information about an individual or a business. This financial data is used
to build a picture of an individuals’ or business’ credit history - a credit score - which
is then accessed by lenders when a consumer applies for credit.

Any searches from a lender on a credit file will leave what is known as a ‘footprint’.
These ‘footprints’ are kept on file by CRAs and are visible to both lenders and
customers.

Credit scores are taken into account by lenders when they choose whether or not to
approve credit. All lenders assess credit scores in different ways, and a score that’s
deemed acceptable by one may not be by another.

What is a credit score?

Your credit score is a rating that represents how creditworthy you are in the eyes of
banks, financial organisations and any other lenders that use CRAs.

It’s generated by summarising information from your credit report, which is
compiled by the credit reference agencies.

Credit scores typically range from 0 to 999. The
higher the score, the better the chance you
have of being approved for credit, while people
with lower scores are generally seen to be
higher risk by financial organisations.
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How is your credit score compiled?

In the UK, there are three main agencies that compile credit scores and ratings. These
agencies are: Equifax, Experian and Call Credit.

Each of these agencies collects information from banks, financial organisations and utility
companies in order to compile reports. It’s worth noting that not all of your information
will have been shared with all three agencies, so there may sometimes be differences
between each agency’s report.

A large amount of financial history will be recorded in credit files that may have a positive
or negative impact on a credit score. Things that can
affect it positively include;

« Making loan or mortgage payments on time

« Using a credit card responsibly

« Not going over any pre-arranged credit limits

« Being on the electoral roll at your registered
address
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Things that can have a negative impact on your
credit score include;

\

« Missing or making late payments on a personal
loan or mortgage

« Going overdrawn on a bank account without a pre-arranged overdraft

« Having a financial association (such as a joint bank account) with someone who has a
poor financial record

« Applying for credit too frequently

Rent payments are not currently taken into account for credit scores, but this is set to
change. Experian are developing a Rental Exchange service which will give tenants the
option of making their rental payment history visible on their credit report.
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http://www.sainsburysbank.co.uk/loans/what-are-unsecured-loans.shtml
http://www.sainsburysbank.co.uk/loans/what-are-unsecured-loans.shtml
http://www.telegraph.co.uk/finance/personalfinance/borrowing/mortgages/9147939/Credit-rating-tenants-to-use-rental-record-to-boost-credit-score.html

How will your credit score affect you?

Financial organisations, credit lenders and utility companies usually use credit scores to
determine whether or not to offer credit, and what terms that credit might be offered on. Each
institution may work with Equifax, Experian or Call Credit to look up your score and use it to
inform their decision.

Your credit score is likely to be checked if you;

«  Apply for a new bank account, or try to set up
an arranged overdraft on your existing account

«  Apply for a credit card or store card

«  Make a big purchase, such as a car, on finance
«  Take out a new mobile phone contract

«  Apply for aloan

. Apply for a mortgage, or to rent a property

«  Take out an insurance policy

There is no set level for what is considered an acceptable score, and different organisations
work on the basis of different thresholds. As a general rule, if you have a higher score you are
considered to be lower risk by most organisations, and they may be more likely to choose to
offer you credit on favourable terms.

For lower credit scores, it’s more likely that organisations may reject credit applications
altogether, or offer it on less attractive terms.

Is there anything you can do about it?

If you think you may have a poor credit score, there are things you can do to manage and
improve it. This can put you in a better position for being approved for credit in the future.
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Checking and managing

Step One - Check your credit score

The more you know about your credit report and credit score, the better prepared you'll be
to manage and improve it.

It's important to check your report regularly to make sure all the information it contains is
correct - you can check with each CRA as to best practise for checking your score. If your
credit score is based on incorrect or out of date information, it could result in you being
unfairly refused credit.

Everyone has the right to know what information the three credit reference agencies hold
on them. If you would like to see a copy of this information, you can write to Call Credit,
Experian or Equifax with your details for a cost of £2*

Experian Credit Expert Experian’s Credit Expert service offers a
30 day free trial, and is £14.99* per month
thereafter.

Equifax Equifax Equifax offers a 30 day free trial, and is

£9.95* per month thereafter.

CallCredit Noddle Noddle is a free service*.

* Price correct on 10th October 2013. Please note these prices may change.

Whichever service you choose to sign up for, you will need to provide your personal
information as well as some information about your existing financial accounts. Once
you have confirmed your identity, you will then be given access to your credit report and
resulting credit score.
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http://www.ico.org.uk/for_the_public/topic_specific_guides/credit
https://www.creditexpert.co.uk/
http://www.equifax.co.uk/
https://www.noddle.co.uk/

Step Two - Make sure all information is accurate

Inaccurate or out-of-date information can result in a poor credit rating so it’s important
to check your report is correct. Once you have gained access to your credit rating, read it
carefully and make sure everything is correct. This will include;

« Personal details such as your name and marital status

« Current and past addresses, as well as addresses you've
been linked to

« Details of bank accounts, credit cards, loans and mortgages

. Store credit accounts and utility contracts

« Anyindividuals you are financially linked with

« Late payment information

« The search history of your credit report - ‘footprints’

« Any previous names you may have been known by

« Your electoral roll entry

« Any past bankruptcies, insolvencies or court judgements

« Any CIFAS fraud warnings connected with your address

If you do come across any information that you don’t think is correct, you'll need to take
steps to put it right. Here’s how to make some of the most common changes to your credit

report:
Disassociate yourself There are a number of reasons why you may be linked

from a connected person  financially with another person. It may be because they are a
family member, because you have shared business assets or
because you have a joint bank account with them. If you no
longer want to be financially associated, you can apply to be
disassociated from them with a Disassociation Form. This is
available from a credit reference agency.
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Update electoral roll Whether or not you are registered to vote will affect your credit
details score. If you aren’t registered, or if you're registered at an old
address, update your details by visiting About My Vote.

Update previous Each time you change your address or personal details with
addresses or personal a financial organisation such as your bank, that organisation
information

will notify credit reference agencies. However, if you do find

a mistake when you check your credit report, you'll need to
contact the credit reference agency directly to put it right. This
can be done by writing to the agency, calling them, or following
instructions online.

Resolve fraudulent If you suspect you have been the victim of fraud, you'll need to
activity on your credit make sure the fraudulent activity isn’t being recorded on your
report

credit report and affecting your credit score. Contact the agency
who has issued the report ASAP, either by phone or online, and
they will work with you to resolve the issue.

It's worth noting that if you make changes to your credit report with one credit agency,
those changes won't necessarily carry over to the reports held on you by the other two
agencies. Because of this, it can be a good idea to write to all three agencies.

Improving

Step Three - Be proactive about improving your rating

Once you have checked your credit score and ensured that all the information it contains is
correct, you may want to take proactive steps to improve it.
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http://www.aboutmyvote.co.uk/

The main way to improve your credit score is to prove that you can manage credit
responsibly. There are a number of different ways to do this, and they may all impact
positively on how lenders see you.

Pay all bills on time Details of many of the bills you pay on a regular basis, such
as your gas or mobile phone bill, will be shared with CRAs.
Payments that are made on time will have a positive impact on
your report, while late payments are likely to have a negative
impact.

Make sure you are on the  An up-to-date entry on the electoral roll can help to confirm your

electoral roll address and improve your credit rating.
Always meet the If you miss or make late payments on the balance of your
minimum monthly credit card, this information can be shared with credit reference

DRSS O EEg it Cues agencies and bring your credit score down.

Use a credit card regularly  When a financial organisation is deciding whether or not to

and responsibly offer you credit, they often look for evidence that you have
successfully managed credit in the past. If you use a credit card
regularly and meet all payments, this is likely to have a good
impact.

Take out a credit card If you're struggling to get accepted for credit, you may need to
designed for people with  apply for a specialist credit card that’s designed for people with a
oy ErEdllc SEOiES - @) low credit score. These cards typically have low credit limits and
credit repair or credit , , ,
builder higher than average interest rates, but they can act as a stepping

stone to a regular credit card.
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Managing and improving your credit score sounds more complicated than it actually is. In
reality, sticking to three principles over time can make a big impact.

Remember;

1. View your credit report and score regularly
2. Correct any inaccurate information
3. Use your existing credit responsibly

Following these three simple steps will help you to stay in control of your credit score. Over
time, this can give you a much better chance of being offered credit, such as a loan or credit
card, at an attractive rate.
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Links:

1) http://www.sainsburysbank.co.uk/loans/what-are-unsecured-loans.shtml

2) http://www.telegraph.co.uk/finance/personalfinance/borrowing/mortgages/9147939/Credit-rating-
tenants-to-use-rental-record-to-boost-credit-score.html

3) http://www.ico.org.uk/for_the_public/topic_specific_guides/credit

4) https://www.creditexpert.co.uk/

5) http://www.aboutmyvote.co.uk/

This PDF aims to be informative and engaging. Though it may include tips and information, it does not
constitute advice and should not be used as a basis for any financial decisions. Sainsbury’s Bank accepts
no responsibility for the content of external websites included within this PDF. All information in this PDF
was correct at date of publication.
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