
Understanding your Credit Statement 
Your credit card statement is more than just a bill. It’s an important document that can make 
or break your credit standing. While it’s easy to ignore the information inside, taking a few 
minutes with your credit card statement will help you stay on top of your debt. Understanding 
and monitoring the following five items on your credit card statements can help control your 
use of credit. 

Credit Card Balance 

Knowing your full balance due at all times will help you determine whether or not you can pay 
it off within the grace period and, if not, how long you can expect to take to pay your debts. 
Not knowing your balance can leave you susceptible to such problems as exceeding your credit 
limit, incurring additional fees, and paying more interest. 

Knowing your full balance due at all times will help you determine whether or not you can pay 
it off within the grace period and, if not, how long you can expect to take to pay your debts. 
Not knowing your balance can leave you susceptible to such problems as exceeding your credit 
limit, incurring additional fees, and paying more interest. 



Credit Limit 

Knowing your credit limit will help keep you out of credit trouble. If you are about to make a 
charge and are unsure of your total balance and credit limit, you may end up exceeding your 
limit. This may cause some embarrassment if your card is denied, and it may cost you some 
extra dollars in the form of over-the-limit fees if the charge does go through. 

APR (annual percentage rate) 

Your credit card’s APR indicates how much interest you will have to pay on the balance that you 
owe. The higher the APR, the more interest you will have to pay. Always make sure you know 
the APR on your credit cards. Keep in mind that some cards’ interest rates will vary on 
purchases and cash advances. Additionally, be aware that some credit card contracts contain a 
clause that allows for significantly raised interest rates if a payment is missed. 

Grace Period 

The length of time that new purchases are free from interest, called the grace period, has 
steadily decreased from 31 to about 23 days. What many consumers fail to realize is that, in 
most cases, no grace period is permitted if you use your credit while carrying a balance. The 
trick is to be disciplined enough to pay off the balance in full within the grace period as often as 
you can to avoid costly interest. And when you can’t, do your best to make payments higher 
than the minimum monthly payment so you can minimize the amount of interest paid and 
make some headway in paying off the principal. 

Due Date 

The due date on your credit card statement is not something to forget. Missing your due date-
even just by a day-will likely result in late fees. Late or over-the-limit fees currently average $18 
or more per occurrence. Try to send your credit card payment at least one week prior to the 
due date so you don’t get stuck having to pay any extra fees and interest. 



Understanding the FICO credit scoring 
system

Consumers today are exposed to many advertisements on getting a loan to make a major purchase, such 
as a house or a car. It is important to understand how credit is viewed in order to determine what loan 
options are available to the borrower. Currently, most lenders determine an individual’s credit 
worthiness by using what is called the FICO rating system.

Key Elements of the FICO Score

The FICO rating system consist of several different elements from a credit file, including length of credit 
history, number of open accounts, loans, mortgages, and public records. The various elements are rated 
to produce a three digit score between 300 and 950. The FICO rating system is segmented into five parts 
that a lender will use in determining your credit worthiness. The system is also used by the three major 
credit bureaus: Experian, Equifax, and Trans Union.

Previous Credit Experience

The first part in determining the FICO score is through previous credit performance. This may include 
credit cards, retail accounts, installment loans, finance company accounts and mortgage loans. Some of 
the questions asked to determine a consumer’s credit worthiness in this section are: What is the history 
of any delinquencies? How old are any late payments? What level of delinquency was reached? How late 
was the payment made? Is the payment still outstanding? How many credit obligations have been 
delinquent?

Current Level of Indebtedness

The second part of determining your FICO score is through an individual’s current level of indebtedness. 
Specific types of accounts, such as credit cards and installment loans are scored differently, and in 
conjunction with the overall amount owed on all open accounts. The number or accounts open and the 
balances on each account are also considered as factors. During this process the lender needs to 
determine whether the borrower can repay any credit obligations that are extended.

Credit History

The third part in determining one’s FICO score is through the amount of time credit has been in use. 
Most often, the longer the credit history, the better your score, However this factor only makes up 15% 
of your total score. That means that young people, students, or others with short histories can still score 
high overall, as long as the other factors are highly rated. The age of the oldest account and the average 
age of all accounts are taken into consideration. Additionally, lenders view the amount of time that has 
elapsed since using certain accounts, as well as the mix of older and newer trade lines.



The Pursuit of New Credit

New credit applications make up the fourth part of determining a FICO score. With the wide availability 
of credit nowadays, consumers can now shop around for credit to find the best terms for their situation. 
Every time a credit application is processed, an inquiry is created in one’s credit record. The FICO system 
handles this by treating a grouping of inquires – which could represent a search for the best rate on a 
single loan – as a single inquiry when it comes to auto or mortgage loans. Numerous inquiries for other 
types of credit raise a red flag to potential lenders, and can thus impact the FICO scoring negatively. It is 
therefore wise to be prudent, for example, about the number of credit cards opened up in a relatively 
short period of time.

Credit Experience

Finally, the type of credit experience is evaluated in determining the FICO score. A healthy mix of 
different types of credit, installments loans, retail accounts, credit cards, and mortgage can be a positive 
sign of a reliable borrower. This score is typically not a key factor in determining the total FICO score. 
(However, that does not mean it’s a wise to go out and apply for different types of credit to increase this 
segment of the FICO system!) This could jeopardize your score in the other areas. The score in this area 
takes into account what type and how many accounts a potential borrower has, as well as an optimal 
ratio of installment versus revolving accounts which is factored on an individualized basis. But one factor 
that can significantly influence on the credit experience portion of the total score is a borrower’s 
percentage of open installment loans. A large number of active installment loans can lower this portion 
of your score, as it brings into question the borrower’s ability to re-pay additional extensions of credit.

What's on my Credit Report

Your credit report is a constantly updated document that reveals your personal credit information. It is 
the most important piece of information creditors use when deciding whether to grant credit and, if so, 
how much to give.

The information collected in a credit report is gathered by for-profit agencies known as credit bureaus or 
credit reporting agencies. The three major national credit bureaus, known as the “Big Three,” are Equifax, 
TransUnion, and Experian. The Big Three, as well as about 2,000 smaller credit reporting agencies 
nationwide, are required by law to list information accurately. As a consumer, you have the right to 
receive, upon request, copies of your credit report.

Credit reports typically hold four types of information: personal, credit account, public record, and 
inquiry.

Personal

The top portion of a credit report includes names, nicknames, old and current addresses, Social Security 
number, birth date, and current and previous employers. Correct personal information is vital in 
ensuring that credit reports belong to the right persons.

Credit reports typically hold four types of information: personal, credit account, public record, and 
inquiry.



Credit History

This section includes information obtained from your creditors that contains specific data about both 
open and closed accounts. This includes the date the account was opened, credit limit or original amount 
of the loan, amount presently owed, regular monthly payment, and payment pattern over the past 
several years. This information also lists whether anyone else shares responsibility for paying the 
account.

Public Record

This section features information contained in public records, including any bankruptcies, tax liens, or 
monetary judgments.

Inquiries

The final section of a credit report contains information gathered by credit bureaus identifying the 
names of persons and organizations that have obtained a copy of your credit report. Inquiries also 
identify the reasons reports are obtained.

Credit reports are often reviewed by individuals to verify that information is accurate, to confirm 
reasons for rejection of credit or insurance, or to identify fraudulent activities. Credit reports are 
generally obtained by businesses and employers in order to measure a consumer’s ability to pay off 
expenses and debts. When you apply for a job, an employer will often ask you to sign an application 
form that entitles the employer to investigate your credit background. That investigation is conducted 
by obtaining a copy of your credit report. Your credit report will also be examined each time you 
apply for credit, insurance, or lease agreements. Such applications normally require your signature 
permitting review of your credit report, so it’s important to be fully aware of what you are signing.

Another thing to know about the Big Three credit bureaus is that they compile their own data 
independently of each other. A credit report from one bureau may not be the same as a credit report 
from another bureau. For that reason, it is advisable to obtain your credit report from each of the Big 
Three bureaus every one to two years in order to correct any errors or discrepancies that may appear 
on your report.

Obtaining Your Credit Report

To order a copy of your credit report, contact one or all of the following credit bureaus. Remember, 
credit bureaus compile their own data independently and may list inaccurate information. A credit 
report from one credit bureau may not contain the same information as a credit report from another 
bureau.

It is your responsibility to make sure personal and credit information is accurate, particularly since 
lenders will use that information to determine whether or not you can obtain credit, mortgages, 
insurance, and employment.



Equifax

P.O. Box 740241

Atlanta, GA 30374

1-800-685-1111

Website: http://www.equifax.com

TransUnion

Consumer Disclosure Center

P.O. Box 390

Springfield, PA 19064-0390

1-800-888-4213

Website: http://www.transunion.com

Experian (formerly TRW):

National Consumer Assistance Center P.O. Box 949

Allen, TX 75013-0949

1-800-682-7654

Website: http://www.tuc.com/

The Big Three national credit bureaus typically charge consumers less than $10 to review a credit 
report. There are situations, though, in which a report can be obtained at little or no cost. These 
include:

• Being turned down for credit, employment, or insurance based on the report’s information
within the last 60 days

• Being unemployed or on public assistance
• Being a victim of fraud

Additionally, some states allow for their residents to receive free or reduced-cost credit report copies. 
These states include:

• Connecticut: $5 for first report; $7.50 for each additional report
• Georgia: Two free copies per year
• Maine: $2 per report
• Maryland: One free report per year
• Vermont: One free report per year


	Blank Page
	Blank Page
	Blank Page



