the Your Home credit quide

Asa homeowner, you already know the importance
of good credit. But no matter how hard you try, you may
not be able to maintain perfect credit year after year.
Your circumstance may change, priorities could shift, and
despite good intentions, you could end up damaging your
credit rating.

If you think this is happening to you, what should you
do? First, understand that you are not alone. Millions
of Americans every year discover that their credit “score,”
the numerical calculation lenders use to gauge a borrower’s
creditworthiness, has fallen. Second,
educate yourself. Though mysterious on
the surface, the logic behind credit
scores—how they are determined, how
they are used by lenders—is pretty
simple, and there are a few steps you can
follow to improve your credit standing.

What’s in a Score?
The three main credit reporting agencies,

Credit is one of the
most important tools in
the arsenal of your
financial health. Here's
how to keep it sharp.

BY ROBERT IRWIN

Your credit score isn’t the sole determinant of whether
or not you are able to secure credit—and at what interest
rate—but it is a factor. Some lenders may set a floor
(or lowest acceptable credit score) beyond which they will
not offer credit, while other lenders may simply assign
different interest rates or payment terms to borrowers with
lower scores.

The Right Mix
Credit scores are influenced by a number of factors, some of
which go beyond the simple standard of
whether all your bills have been paid on
time. According to Fair Isaac, the weight of
any one factor depends on the overall
information in your credit report(s).
The biggest determinant (35 percent)
of a credit score is your payment history—
how timely and fully you’ve made your
payments. In this regard, every additional
month you fall behind on a payment

Experian, Trans Union and Equifax,

collect data on consumers and their borrowing history
and share this information with lenders nationwide.
A fourth company, Fair Isaac Company has designed a
simple way of interpreting this data, known as a credit
score. Lenders use this score to make quick and fair
decisions when offering credit.

Credit scores can range from 350 on the low end to
850 at the top, with the low 600s representing the generally
accepted cut-off for “good” credit. Lenders, such as your mortgage
company or auto dealer, often set numerical guidelines based
on credit scores to help them determine whom to offer credit
and on what terms. According to Costa Mesa, California-
based Experian, the average nationwide credit score as of
May 2007, was 692.

can lower your score further, while long
stretches of on-time payments are viewed favorably.

The second most important determinant (30 percent) is
the total outstanding amount that you owe, particularly in
relation to your income. Lenders perceive every additional
line of credit (from any source) as a potential barrier to your
ability to pay your bills on time, particularly if your yearly
income remains the same. As a rule, experts suggest carrying
no more than 50 percent of your total available credit. In
other words, if you have $20,000 available on all of your
credit cards, you should try to restrict your amount owed to
less than $10,000 at any one time. A common misconception
is that closing some credit card accounts will boost your
score. In reality, your score will only rise if you’re paying down
the outstanding debt on those cards as you’re closing them.

ne of the biggest single threats to a homeowner’s credit

today is identity theft. While you may not be responsible for
the debt if fraud was proven to be the culprit, it could take
months or even years to clean up the mess. And during that
time, you may have trouble refinancing or getting other credit.

creditculprit:identity theft

Tracking your credit use is the best method for detecting identity
theft. Each of the three credit agencies provides a service (for about
$50 annually) that will alert you to unauthorized use of your credit.
Certain financial institutions offer similar types of services, such
as e-alerts, which will automatically notify you of any suspicious
activity on your account. Many times these services are free.




kﬂ OW VO U r crEd It SCO re Where to go to learn your credit score and/or obtain a copy of your credit report...
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1. To receive your one free annual report:

2. To receive additional reports, (for a fee), which will include your credit score:

Annual Credit Report Request Service Equifax Experian TransUnion

PO Box 105283 PO Box 740241 PO Box 2104 PO Box 1000
Atlanta, GA 30348-5283 Atlanta, GA 30374 Allen, TX 75013 Chester, PA 19022
877.322.8228 800.685.1111 888.397.3742 800.888.4213

www.annualcreditreport.com www.equifax.com

Www.experian.com

www.transunion.com

Another factor is the amount of time you’ve had available
credit, particularly revolving credit lines like credit cards or
home equity loans. A credit report with mostly new accounts
is not as favorable as one with accounts that hold a long credit
history. It may be useful to consider any accounts under a
year old as “new.” The type of credit matters, too. A borrower
who has a mortgage, a home equity loan, credit cards and an
education loan, for example, has a healthier mix of credit
products than just holding credit cards. A final significant factor
in determining your credit score is the number of “inquiries,” or
times that a potential lender reviews your credit report. Even
though all credit inquiries received within a 14-day period as a
single inquiry, shopping for credit numerous times throughout
the year can raise a red flag. This doesn’t include the unsolicited,
preapproved credit card offers you receive in the mail.

Get a Better Score

So what do you do if you discover that your credit score is
lower than desired? Here are a few simple rules to follow
that can help boost your score.

e Pay down your revolving debt. Don’t move debt around
between credit cards.

¢ Get current on bills and stay current. If paying your bills
is an issue, consider using online bill paying or other
automatic ways to pay your bills. You’ll set it up once and
not only pay your bills but build your score automatically.

® Don’t open a lot of new accounts. Instead, hang onto
and maintain your older accounts.

e If you are having trouble making ends meet, contact your
creditors or see a legitimate, non-profit credit counselor.
Believe it or not, creditors (mortgage or otherwise) would
rather work out a payment schedule than see you fall
delinquent and not pay at all. Good credit can be a homeowner’s
most valuable possession. Use it wisely and guard it well!

Janice L Merrill

Home Mortgage Consultant
1512 E Superior Street
Duluth, MN 55812
218-728-0399 Phone

HOW WE CAN HELP...

Get your credit under control

As one of the nation’s largest financial institutions,
Wells Fargo takes pride in developing lasting relationships
with customers through all of life’s stages, including those
marked by credit challenges! Rely on Wells Fargo Home
Mortgage and the following tools to stay on top of your credit:

- Wells Fargo Select*" Identity Theft Protection, a product
provided by Trilegiant Corporation, helps protect your
identity by monitoring your credit daily and alerting you to
changes in your credit profile. It also gives you direct
access to Identity Theft Recovery Specialists, who can help
you restore your identity. For more information or to enroll,
go to www.wellsfargo.com.

« Account Alerts help you manage your money, stay on
top of activity in your checking, savings and credit card
accounts, and detect fraud. Once you set up your alerts,
e-mail notifications about the important activity in your
accounts will be sent to the e-mail address or wireless
device you specify. For more information or to enroll,

go to www.wellsfargo.com.

+ As alender of integrity, Wells Fargo is committed to giving
qualified homebuyers product options and pricing that’s
consistent with their financial picture, credit history and loan
type - plus the information they need to make informed
decisions. And we take our commitment even further with
our exclusive Steps to Success™ financial education
program of free tools and service to help our loan customers
gain greater control of their finances. For more information
contact your Wells Fargo Home Mortgage consultant.

Identity Theft Protection is a service of Trilegiant Corporation, which is a separate entity not affiliated with Wells Fargo. Identity Theft Protection is
a service administered by Trilegiant Corporation in conjunction with Alliance Marketing Association. Trilegiant Corporation may modify or improve
any partofthe service atany timeand without prior notice. Credit Alertis a registered service mark of Affinion Publishing, LLC. Wells Fargo & Company,
its affiliates, and subsidiaries are not liable for any damages resulting from the provision of, or failure to provide, the products or benefits.Credit is
subject to approval. Some restrictions apply. This information is accurate as of date of printing and is subject to change without notice. Wells Fargo

Home Mortgage is a division of Wells Fargo Bank, N.A. © 2008 Wells Fargo Bank, N.A. All rights reserved.
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