
Credit Score Activity

Every person who has a Social Security number also has a credit file.  A credit file lists information about you that is publicly known (such as your address, your marital status, any property you own, and whether you have been party to a lawsuit).  It also lists all your creditors and amounts owed.  If you default on a loan, that information is shown.  Credit bureaus collect information about you and analyze the data.  Based on their analysis, they prepare a credit score.  The credit score indicates whether you are a good or poor credit risk.  The higher the score, the lower the risk.
	Credit Score
	Description

	Up to 499
	Unacceptable.  Debtor has no credit established or has a previous bankruptcy or current delinquencies.  (Credit requests would be denied.)

	500–599
	Poor.  Risk is high.  Debtor is improving but had too much credit or too many collections in the past.  (Credit requests are denied or carry very high interest rates to cover high risk.)

	600–699
	Fair.  Medium risk.  Debtor has too much credit and too many payments but is not currently delinquent or in collection; credit history is not perfect.  (Credit requests are granted with medium interest rates and lower limits.)

	700–749
	Good.  Lower risk.  Debtor has a fair load of debt not exceeding recommended levels; payment record is good.  (Credit requests are granted with low interest rates and good limits.)

	749–799
	Very good.  Low risk.  Debtor can take on more debt without a problem; payment history is very good.  (Credit requests are granted with low interest rates and high limits.)

	800+
	Excellent.  Risk is minimal.  Debtor has very little debt and usually pays off balances in full each month.  (Credit requests are granted with lowest rates and highest limits.)


Directions

Read the information about Thomas Walker and answer the questions that follow.

Thomas Walker’s credit report reveals the following information:  He has been working for three years at the same company.  He earns $2,000 a month.  Thomas has debts that require him to make more than $1,500 per month in payments.  He makes payments regularly, but he sometimes makes a late payment.  Thomas is renting a house and is making car payments.  He has used more than 75 percent of the credit limit on all his credit cards.  Thomas has one disputed item with a store involving an amount of $30.
Based on this data, what kind of credit score would you expect Thomas to have?  Explain your answer.  What can he do to improve his score?
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