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Specification and Informational Issues in Credit Scoring Nicholas M. Kiefer and C. Erik Larson I. Introduction Credit
scoring models rate credit applications on the basis of current application.

Credit repair is not a guaranteed fix of your credit score, but if you go in knowing the risks and pick a
company with a good reputation and money-back guarantee, you can hopefully avoid being burned. Honestly,
many of the companies are a scam. But the best credit repair reviews of services that have been around for a
couple decades show that these companies know the rules surrounding credit repair and know how to best
navigate those rules to either raise your credit score or give you your money back. There is no magical
formula to raise your credit score in a hurry, but there are a few instances where the best credit repair services
can help you give your score a deserved bump. The Best Credit Repair Services There are a lot of credit repair
companies out there and a lot of scams that go with them, so how can you find the more reliable ones? Look
for three things: I looked at some of the top credit repair services and tested them out for all of these criteria,
and these were my favorites. Best Credit Repair Overall: SkyBlue SkyBlue is the most affordable and reliable
credit repair option that I looked at. Here is a more detailed breakdown of the cost. SkyBlue is one of the only
credit repair services that offers a full day refund no matter what the reason, which is unheard of in credit
repair. Best Credit Repair for Guarantee: The Credit People also offers the basics when it comes to credit
repair. Here is a complete The Credit People review to give you a better idea of the service. Best Credit Repair
by Reputation: Lexington Law The best part about Lexington Law is that it is an actual law firm that
specializes in credit law, which means they know what they are doing when dealing with lenders. It also has
an "A" rating from the BBB, and has been around longer than most other credit repair services. You can also
check out a Sky Blue vs. Lexington Law comparison of services here. Best Credit Repair for Extras: They also
have an "A" rating from the BBB. The only downside to CreditRepair. This language is worded very carefully,
so buyer beware. Here is a good comparison of how CreditRepair. Lexington Law when it comes to services.
The main function of any credit repair service is to remove errors from your credit report. These could range
from errors in reporting from lenders to simple errors in your personal information. A good amount can
actually effect your credit, so if you believe there are errors in your credit report, you can benefit from one of
the best credit repair companies correcting those errors for you. A little known fact about your credit report is
that every detail in the report needs to be verifiable. For example, if you have a negative item on your credit
report from a lender who was bought or went out of business, there is a chance that if the credit bureaus were
to call to verify the information on your report, they would get no answer. In that case, they are required to
remove it from your credit report. This is a loophole that credit repair services will use to raise your score. If
your lenders are willing to work with credit repair agencies: The credit repair agencies that have been doing
this for a while know the tricks of the trade, so they have the experience to negotiate with your lenders on your
behalf. Does this always work? However, for the lenders who are willing to listen, this is a good way for credit
repair services to raise your score. Bottom line, credit repair is not a guaranteed fix of your credit score, but if
you go in knowing the risks and pick a company with a good reputation and money-back guarantee, you can
hopefully avoid being burned.
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Specification and Informational Issues in Credit Scoring. by Nicholas M. Kiefer and C. Erik Larson. Abstract. Lenders
use rating and scoring models to rank credit applicants on their expected performance.

What is credit scoring? Credit scoring is a system creditors use to help determine whether to give you credit. It
also may be used to help decide the terms you are offered or the rate you will pay for the loan. Using a
statistical program, creditors compare this information to the loan repayment history of consumers with
similar profiles. For example, a credit scoring system awards points for each factor that helps predict who is
most likely to repay a debt. A total number of points â€” a credit score â€” helps predict how creditworthy you
are: Some insurance companies also use credit report information, along with other factors, to help predict
your likelihood of filing an insurance claim and the amount of the claim. They may consider this information
when they decide whether to grant you insurance and the amount of the premium they charge. Federal law
gives you the right to get a free copy of your credit reports from each of the three national credit reporting
companies once every 12 months. They are allowed to charge a reasonable fee for the score. When you buy
your score, you often get information on how you can improve it. To order your free annual credit report from
one or all of the national credit reporting companies, and to purchase your credit score, visit www. Box
Atlanta, GA How is a credit scoring system developed? To develop a credit scoring system or model, a
creditor or insurance company selects a random sample of customers and analyzes it statistically to identify
characteristics that relate to risk. Each of the characteristics then is assigned a weight based on how strong a
predictor it is of who would be a good risk. Each company may use its own scoring model, different scoring
models for different types of credit or insurance, or a generic model developed by a scoring company. The law
allows creditors to use age, but any credit scoring system that includes age must give equal treatment to
applicants who are elderly. What can you do to improve your score? Credit scoring systems are complex and
vary among creditors or insurance companies and for different types of credit or insurance. If one factor
changes, your score may change â€” but improvement generally depends on how that factor relates to others
the system considers. Only the business using the system knows what might improve your score under the
particular model they use to evaluate your application. Nevertheless, scoring models usually consider the
following types of information in your credit report to help compute your credit score: Have you paid your
bills on time? You can count on payment history to be a significant factor. If your credit report indicates that
you have paid bills late, had an account referred to collections, or declared bankruptcy, it is likely to affect
your score negatively. Are you maxed out? Many scoring systems evaluate the amount of debt you have
compared to your credit limits. How long have you had credit? Generally, scoring systems consider your
credit track record. An insufficient credit history may affect your score negatively, but factors like timely
payments and low balances can offset that. Have you applied for new credit lately? If you have applied for too
many new accounts recently, it could have a negative effect on your score. How many credit accounts do you
have and what kinds of accounts are they? Although it is generally considered a plus to have established credit
accounts, too many credit card accounts may have a negative effect on your score. In addition, many scoring
systems consider the type of credit accounts you have. For example, under some scoring models, loans from
finance companies may have a negative effect on your credit score. Scoring models may be based on more
than the information in your credit report. When you are applying for a mortgage loan, for example, the
system may consider the amount of your down payment, your total debt, and your income, among other
things. Improving your score significantly is likely to take some time, but it can be done. To improve your
credit score under most systems, focus on paying your bills in a timely way, paying down any outstanding
balances, and staying away from new debt. Are credit scoring systems reliable? Credit scoring systems enable
creditors or insurance companies to evaluate millions of applicants consistently on many different
characteristics. To be statistically valid, these systems must be based on a big enough sample. They generally
vary among businesses that use them. Properly designed, credit scoring systems generally enable faster, more
accurate, and more impartial decisions than individual people can make. And some creditors design their
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systems so that some applicants â€” those with scores not high enough to pass easily or low enough to fail
absolutely â€” are referred to a credit manager who decides whether the company or lender will extend credit.
Referrals can result in discussion and negotiation between the credit manager and the would-be borrower. If
you are denied credit, the ECOA requires that the creditor give you a notice with the specific reasons your
application was rejected or the news that you have the right to learn the reasons if you ask within 60 days. Ask
the creditor to be specific: Indefinite and vague reasons for denial are illegal. In that case, the FCRA requires
the creditor or insurance company to give you a notice that includes, among other things, the name, address,
and phone number of the credit reporting company that supplied the information. If a credit score was a factor
in the decision to deny you credit or to offer you terms less favorable than most other customers receive, the
notice also will include that credit score. If you receive one of these notices, you are entitled to a free copy of
your credit report. Contact the company to find out what your report said. If a creditor or insurance company
says you were denied credit or insurance because you are too near your credit limits on your credit cards, you
may want to reapply after paying down your balances. Because credit scores are based on credit report
information, a score often changes when the information in the credit report changes. Ask the creditor or
insurance company if a credit scoring system was used. If it was, ask what characteristics or factors were used
in the system, and how you can improve your application. If you are denied credit or not offered the best rate
available because of inaccuracies in your credit report, be sure to dispute the inaccurate information with the
credit reporting company. To learn more about this right, see Disputing Errors on Credit Reports.
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Lenders use rating and scoring models to rank credit applicants on their expected performance. The models and
approaches are numerous. We explore the possibility that estimates generated by models.

You need to provide your name and address and a few finance-related personal details, such as your Social
Security number. Because the site holds such sensitive information, it offers a number of security features that
you should opt in to. You can request a texted code to verify your identity with two-factor authentication if
you log in from a different device, for example, and enter answers to security questions. You can turn credit
and identity monitoring off or on and request email notifications for special promotions, changes to your credit
score, and so on. This is a smart practice for individuals who live and work around other people, but it would
be nice to be able to change this setting if no one else is nearby. Navigating Credit Karma A simple site
demands a simple user experience, and Credit Karma supplies it. At top center of the Dashboard home page is
your credit score, as reported by two of the three bureaus. A semicircular graphic pinpoints where you fall on
the scale of possible numbers, and arrows illustrate whether your current score has gone up or down since the
last report. Below that is a three-month line graph that shows your ups and downs, followed by links to your
actual credit reports, accounts, and any existing loans. And in the lower right is a financial product
"suggested" for you. A toolbar across the top of the page provides additional navigation tools. Rather, your
accounts, bills, budgets, and spending take center stage. TransUnion and Equifax Experian is the third. This
three-digit number between and basically tells potential lenders how likely you are to repay debt. To learn
more about why your score is what it is, you click Score Details under My Overview. Credit card use,
payment history, and derogatory remarks fall into the first group, while credit age, total accounts, and hard
inquiries are less influential. You can also see balance changes, as well as your credit reports themselves. Past
reports are available, too. It also lacks some of the features designed to help you improve your credit score that
Credit Karma offers. Mint also lets you get your credit score and report there and learn about what goes into
your number, but the site does so much more to help you manage and track all of your financial accounts and
your budget. If you have an auto loan, for example, you tell Credit Karma what the year, make, model, trim,
and current mileage are. You can also link to the Credit Karma Auto Marketplace from here, where third-party
data providers, such as Carvana and Capital One, help you shop for a car or a loan or help you sell your car.
Home loans work similarly. If Credit Karma thinks you could get a better deal, it displays refinancing
opportunities that might be attractive. The same goes for personal loans, business loans, and student loans. So,
Credit Karma offers tools that can help you do both. The Credit Score Simulator is one of the best of these. It
displays several moves that might trigger a change in your credit score, like getting a new loan, letting your
accounts go past due, and receiving a credit limit increase. Click on one and supply any additional information
needed, and a graphic at the top shows you what your new credit score might be. Other tools that might be
helpful to you are interactive calculators for mortgage refinancing and debt repayment, and recommendations
based on your current financial situation. These are sprinkled throughout the site, but you can see several at a
time by clicking on My Recommendations in the toolbar. Obviously, Credit Karma knows a lot about you and
could use that information to its advantage. But the company says it does not spam its users nor sell their data
to its partners. We did not see an uptick in breathless offers to our inboxes during our testing period, nor did
we from Mint. Neither replicates the browser-based version; each lacks some of the extras, the calculators, the
simulator, and other resources you can use to work on improving your credit. But both offer quick access to
your credit scores and reports, recommendations for financial products that might be more economical, and
comparison-shopping. You can also see how a particular purchase fits into your budget and which transactions
have posted recently. Whether you simply want to keep a close eye on your credit score or you have some
work to do on it, Credit Karma can help.
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Lenders use rating and scoring models to rank credit applicants on their expected performance. The models and
approaches are numerous. We explore the possibility that estimates generated by models developed with data drawn
solely from extended loans are less valuable than they should be because of.

If insurers set rates too high they will lose market share to competitors who have more accurately matched
rates to expected costs. If they set rates too low they will lose money. This continuous search for accuracy is
good for consumers as well as insurance companies. The majority of consumers benefit because they are not
subsidizing people who are worse insurance risksâ€”people who are more likely to file claims than they are.
The computerization of data has brought more accuracy, speed and efficiency to businesses of all kinds. In the
insurance arena, credit information has been used for decades to help underwriters decide whether to accept or
reject applications for insurance. New advances in information technology have led to the development of
insurance scores, which enable insurers to better assess the risk of future claims. Actuarial studies show that
how a person manages his or her financial affairs, which is what an insurance score indicates, is a good
predictor of insurance claims. Insurance scores are used to help insurers differentiate between lower and
higher insurance risks and thus charge a premium equal to the risk they are assuming. Statistically, people who
have a poor insurance score are more likely to file a claim. Insurance scores do not include data on race or
income because insurers do not collect this information from applicants for insurance. In the January 7,
Federal Register, the Federal Trade Commission FTC indicated that its long-awaited study of the impact of
credit scoring on homeowners insurance would be presented to Congress in late spring. The submission of the
report has been delayed. In , the FTC asked nine of the largest homeowners insurance companies to provide
information that it said would allow it to determine how consumer credit data are used by the companies in
underwriting and rate setting. Impacts on Consumers of Automobile Insurance, released in July , also states
that credit scores cannot easily be used as a proxy for race and ethnic origin. In other words, credit scoring
predicted risk for members of minority groups in much the same way that it predicted risk for members of
nonminority groups. The Federal Reserve also studied the use of credit scoring. Although looking at credit
scoring to quantify risk posed by a borrower rather than an applicant for insurance or a policyholder, the
Federal Reserve said in a report issued at the end of August that credit scores were predictive of credit risk and
were not proxies or substitutes for race ethnicity or gender, underscoring the FTC study. A July report from
the Arkansas insurance department shows the impact of insurance scoring on calculations of the final premium
in for some 3. Credit scoring was a neutral factorâ€”meaning it did not affect the outcomeâ€”in the remaining
Policies for which credit information decreased the premium outnumbered policies for which it increased the
premium by 3. When analyzed by type of insurance policy, the data showed that the use of credit scoring
impacted more homeowners policies positively The percentage impacted negatively was about the same for
both types of policies. In about the same number of policyholders saw a decrease in premium 45 percent but
fewer 13 percent saw an increase. A study by WalletHub. WalletHub noted in summing up its findings that
while the price of insurance for any individual is influenced by a multitude of factors, credit scores have
significant impact on the final tally. Another study, by insuranceQuotes. Background Insurance scores are
confidential rankings based on credit history information. They are a measure of how a person manages his or
her financial affairs. People who manage their finances well tend to also manage other important aspects of
their lives responsibly, such as driving a car. Combined with factors such as geographical area, previous
crashes, age and gender, insurance scores enable auto insurers to price more accurately, so that people less
likely to file a claim pay less for their insurance than people who are more likely to file a claim. Insurance
scores predict the average claim behavior of a group of people with essentially the same credit history. A good
score is typically above and a bad score is below People with low insurance scores tend to file more claims.
But there are exceptions. Within that group, there may be individuals who have stellar driving records and
have never filed a claim just as there are teenager drivers who have never had a crash although teenagers as a
group have more accidents than people in other age groups. It is becoming increasingly important to have an
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acceptable credit record. Whether we like it or not, society equates the ability to manage credit responsibly
with responsible behavior, even if individuals have a bad credit record through no fault of their own. Banks
and other lenders look at the credit records of loan applicants to find out whether they are likely to have loans
repaid. Some employers also look at credit records, especially where employees handle money, and view a
good credit record as a measure of maturity and stability. In some insurance companies, underwriters have
long used credit records in cases where additional information was needed. Before the development of
automated scoring systems, underwriters would look at the data and make decisions, often erring on the overly
cautious side that disadvantaged many more people. With the development of these scoring models, the use of
credit-related information in underwriting and rating for many insurers has become routine. Insurers use
insurance scores to different extents and in different ways. Most use them to screen new applicants for
insurance and price new business. Why Insurers Need It: Insurers need to be able to assess the risk of
lossâ€”the possibility that a driver or a homeowner will have an accident and file a claimâ€”in order to decide
whether to insure that individual and what rate to set for the coverage provided. The more accurate the
information, the closer the insurance company can come to making appropriate decisions. Where information
is insufficient, applicants for insurance may be placed in the wrong risk classification. That means that some
good drivers will pay more than they should for coverage and some bad drivers will pay less than they should.
The insurance company will probably collect enough premiums between the two groups to pay claims and
expenses, but the good drivers will be subsidizing the bad. By law in every state, insurers are prohibited from
setting rates that unfairly discriminate against any individual. But the underwriting and rating processes are
geared specifically to differentiate good risks from bad risks. Since insurance is a business, insurers favor
those applicants that are least likely to suffer a loss. One of the key competitive aspects of the personal lines
insurance business is the ability to segment risks and price policies accurately according to the likely cost of
claims generated by those policies. Insurance scores help insurers accomplish these objectives. Actuarial
studies by Tillinghast, an actuarial consultant firm, have shown a 99 percent correlation between insurance
scores and loss ratioâ€”the cost of claims filed relative to the premium dollars collected. In other words,
people who have low insurance scores, as a group, account for a high proportion of the dollars paid out in
claims. Insurance scores developed by the insurance scoring company Fair Isaac involve a set of 15 to 30
credit characteristics, each with an assigned weight, that produce a score ranging from to The lower the score,
the greater the risk. According to Fair Isaac, 76 percent of consumers exhibit good or fair credit management
behavior. This small group would include the very young, who have not yet established a credit history; those
who might not use credit on personal or religious grounds; and retirees who have probably paid off their
mortgage. The reasons behind the predictive value of credit scores appear to be behavioral. The character trait
that leads to careful money management seems to show up in other daily situations in which people have to
make decisions about how to act, such as driving. People who manage money carefully may be more likely to
have their car serviced at appropriate times and may also more effectively manage the most important
financial asset most Americans ownâ€”their houseâ€”making routine repairs before they become major
insurance losses. But of course, there are always exceptions to the rule. For example, there are people who
have filed for bankruptcy that have never filed an insurance claim. Particular emphasis is placed on those
items associated with credit management patterns proven to correlate most closely with insurance risk, such as
outstanding debt, length of credit history, late payments, collections and bankruptcies, and new applications
for credit. Credit-related activities within the last 12 months are given most weight. Common
Misunderstandings about Credit Scoring: Many people have no idea they are beneficiaries of insurance
scoring. Depending on the company and state, more than 50 percent of policyholders can have a lower
premium because of good credit, insurers say, although consumers themselves, when asked, think most people
do not benefit. Some consumers are disturbed by the fact that, when applying for insurance, one insurer will
reject their application based on their insurance score yet another company will find it acceptable. Many large
insurance companies have now developed their own insurance scoring model, using their own proprietary
information in combination with standard actuarial data. Even when insurers use the leading vendors of
insurance scoring models they may have the model tailored to their own target market. Not all insurers are
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looking to insure the same kind of drivers or homeowners. Some may target only those with the best scores,
with no recent accidents or traffic violations, while others may seek out people with a less than perfect record.
Since virtually all companies use credit information in different ways, insurance scoring fosters competition
among insurance companies and more choices for the consumer. Most people think that insurers can obtain all
the information they need from state motor vehicle departments and that reportable accidents, speeding tickets,
convictions for drunk driving and other traffic violations are automatically in this age of electronic
communication, instantaneously recorded. But, in fact, much of that data is missing from motor vehicle
records MVRs. One in five convictions may be missing. An earlier study found that on average only 40
percent of reportable accidents appeared on MVRs. An analysis of current laws shows the amount of useful
information is very limited. If a driver is found guilty of an out-of-state infraction, that information is not
automatically provided to the state where the licensed driver or vehicle is registered. Other states offer drivers
an opportunity to obtain a lesser sentence or to avoid having information noted in the official record. By
contrast, credit records are generally complete an FTC study published in found that credit reports for 5
percent of consumers could be inaccurate. But where there are mistakes, there is a clearly defined review
process for correcting the deficiencies. In short, credit information is generally more accurate, and that works
to the advantage of the majority of insurance consumers. With this information available to insurers, a
majority of policyholders will pay less for home and auto insurance. A study commissioned by the Texas
Department of Insurance on the use of credit information by insurers doing business in the state found a strong
relationship between credit scores and claims experience. The study also found that the use of insurance scores
significantly improves pricing accuracy in predicting risk when combined with other rating variables such
geographical area and age of driver. This means that all drivers with the same credit rating characteristics
would be charged the same amount, regardless of race, income or ethnic background. The findings, which
were published in December and January , confirm the results of other studies. Another earlier Texas study
published in March found a strong correlation between credit history and the filing of an auto insurance
claimâ€”both the size and frequency of claims. A June study by EPIC Actuaries conducted for the insurance
industry also found that overall, insurance scores significantly increase the accuracy of the risk assessment
process. Insurance scores, their study showed, are among the three most important risk characteristics for each
of the six major automobile coverages. For example, for property damage liability coverage, those with the
worst insurance scores had expected losses of 33 percent above average. Those with the best had losses 19
percent below average. Some states have examined the issue of whether credit scores have an adverse impact
on low-income or minority populations.
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Australia[ edit ] In Australia, credit scoring is widely accepted as the primary method of assessing
creditworthiness. Prior to March 12, Veda Advantage , the main provider of credit file data, provided only a
negative credit reporting system containing information on applications for credit and adverse listings
indicating a default under a credit contract. Veda was acquired by Equifax in Feb [1] , making Equifax the
largest credit agency in Australia [2]. With the subsequent introduction of positive reporting, lending
companies have begun an uptake of its usage with some implementing risk based pricing to set lending rates
[3]. Austria[ edit ] In Austria , credit scoring is done as a blacklist. Consumers who did not pay bills end up on
the blacklists that are held by different credit bureaus. Certain enterprises including telecom carriers use the
list on a regular basis. Banks also use these lists, but rather inquire about security and income when
considering loans. Beside these lists several agencies and credit bureaus provide credit scoring of consumers.
According to the Austrian Data Protection Act , consumers must opt-in for the use of their private data for any
purpose. Consumers can also withhold permission to use the data later, making illegal any further distribution
or use of the collected data. Experian , which entered the Canadian market with the purchase of Northern
Credit Bureaus in , announced the closing of its Canadian operations as of April 18, There are, however, some
key differences. One is that, unlike in the United States, where a consumer is allowed only one free copy of
their credit report a year, in Canada, the consumer may order a free copy of their credit report any number of
times in a year, as long as the request is made in writing, and as long as the consumer asks for a printed copy
to be delivered by mail. Trans Union Emperica scores also range from and It also contains general
information on how to build or improve credit history, and how to check for signs that identity theft has
occurred. The publication is available online at the Financial Consumer Agency of Canada. Paper copies can
also be ordered at no charge for residents of Canada. China[ edit ] Private companies have developed credit
score systems, these systems include Sesame Credit and Tencent Credit. Denmark[ edit ] The credit scoring is
widely used in Denmark by the banks and a number of private companies within telco and others. The credit
scoring is split in two: The probability of defaulting Businesses: The probability of bankruptcy For privates,
the credit scoring is always made by the creditor. For businesses it is either made by the creditor or by a third
party. There are a few companies who have specialized in developing credit scorecards in Denmark: Experian
generic rating for business Bisnode generic rating for business The credit scorecards in Denmark are mainly
based on information provided by the applicant and publicly available data. It is very restricted by legislation
compared to its neighbouring countries. Germany[ edit ] In Germany, credit scoring is widely accepted as the
primary method of assessing creditworthiness. Consumers have the right to receive a free copy of all data held
by credit bureaus once a year. At present Schufa , the main provider of credit file data, provides scores for
about three-quarters of the German population. India[ edit ] In India , there are four credit information
companies licensed by Reserve Bank of India. Although all the four credit information companies have
developed their individual credit scores, the most popular is CIBIL credit score. This score ranges from to ,
with being the best score. Individuals with no credit history will have a score of If the credit history is less
than six months, the score will be 0. CIBIL credit score takes time to build up and usually it takes between 18
and 36 months or more of credit usage to obtain a satisfactory credit score. Norway[ edit ] In Norway , credit
scoring services are provided by three credit scoring agencies: Credit scoring is based on publicly available
information such as demographic data, tax returns, taxable income and any Betalingsanmerkning non-payment
records that might be registered on the credit-scored individual. Upon being scored, an individual will receive
a notice written or by e-mail from the scoring agency stating who performed the credit score as well as any
information provided in the score. In addition, many credit institutions use custom scorecards based on any
number of parameters. Credit scores range between and South Africa[ edit ] Credit scoring is used throughout
the credit industry in South Africa , with the likes of banks, micro-lenders, clothing retailers, furniture
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retailers, specialized lenders and insurers all using credit scores. Currently all four retail credit bureau offer
credit bureau scores. The data stored by the credit bureaus include both positive and negative data, increasing
the predictive power of the individual scores. The Empirica score is segmented into two suites: Experian
South Africa likewise has a Delphi credit score with their fourth generation about to be released late In ,
Compuscan released Compuscore ABC, a scoring suite which predicts the probability of customer default
throughout the credit life cycle. Six years later, Compuscan introduced Compuscore PSY, a 3-digit
psychometric-based credit bureau score used by lenders to make informed lending decisions on thin files or
marginal declines. Anyone who does not pay their debts on time, and fails to make payments after a reminder,
will have their case forwarded to the Swedish Enforcement Authority which is a national authority for
collecting debts. The mere appearance of a company, or government office, as a debtor to this authority will
result in a record among private credit bureaus; however, this does not apply to individuals as debtors. The
banks, also use income and asset figures in connection with loan assessments. Then the party requesting the
payment must show its correctness in district court. Failure to dispute is seen as admitting the debt. If the
debtor loses the court trial, costs for the trial are added to the debt. Taxes and authority fees must always be
paid on demand unless payment has already been made. Every person with a Swedish national identification
number must register a valid address, even if living abroad, since sent letters are considered to have been
delivered to that person once they reach the registered address. At the time, he was living in the USA training
for his first Space Shuttle mission and had an old invalid address registered for the car. Letters with payment
requests did not reach him on time. The case was appealed and retracted, but the non-payment record
remained for three years since it could not be retracted according to the law. Credit scorecards Credit Scoring
in the United Kingdom is very different to that of the United States and other nations. There is no such thing
as a universal credit score or credit rating in the UK. Each lender will assess potential borrowers on their own
criteria, and these algorithms are effectively trade secrets. Lenders instead use their own internal scoring
mechanism. The most popular statistical technique used is logistic regression to predict a binary outcome:
Some banks also build regression models that predict the amount of bad debt a customer may incur. Typically
this is much harder to predict, and most banks focus only on the binary outcome. Credit scoring is closely
regulated only by the Financial Conduct Authority when used for the purposes of the Advanced approach to
Capital Adequacy under Basel II regulations. Consumers can also send complaints to the Financial
Ombudsman Service if they experience problems with any Credit Reference Agency. This situation is due to
the complexity and structure of credit scoring, which differs from one lender to another. Lenders need not
reveal their credit score head, nor need they reveal the minimum credit score required for the applicant to be
accepted. However, it may still be useful for consumers to gauge their chances of being successful with their
credit or loan applications by checking their credit score prior to applying. If the applicant is declined for
credit, the lender is not obliged to reveal the exact reason why. However industry associations including the
Finance and Leasing Association oblige their members to provide a satisfactory reason. Credit-bureau data
sharing agreements also require that an applicant declined based on credit-bureau data is told that this is the
reason and the address of the credit bureau must be provided. A credit score is primarily based on credit report
information, typically from one of the three major credit bureaus: Experian , TransUnion , and Equifax.
Income and employment history or lack thereof are not considered by the major credit bureaus when
calculating credit scores. There are different methods of calculating credit scores. Some of these versions are
"industry specific" scores, that is, scores produced for particular market segments, including automotive
lending and bankcard credit card lending. Nearly every consumer will have different FICO scores depending
upon which type of FICO score is ordered by a lender; for example, a consumer with several paid-in-full car
loans but no reported credit card payment history will generally score better on a FICO automotive-enhanced
score than on a FICO bankcard-enhanced score. FICO also produces several "general purpose" scores which
are not tailored to any particular industry. Industry-specific FICO scores range from to , whereas general
purpose scores range from to FICO scores are used by many mortgage lenders that use a risk-based system to
determine the possibility that the borrower may default on financial obligations to the mortgage lender. For
most mortgages originated in the United States, three credit scores are obtained on a consumer: Previously, the
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credit bureaus also sold their own credit scores which they developed themselves, and which did not require
payment to FICO to utilize: However, as of , these scores are no longer sold by the credit bureaus. Trans
Union offers a Vantage 3. In addition, many large lenders, including the major credit card issuers, have
developed their own proprietary scoring models. Studies have shown scores to be predictive of risk in the
underwriting of both credit and insurance. These new types of credit scores are often combined with FICO or
bureau scores to improve the accuracy of predictions. It is widely recognized that FICO is a measure of past
ability to pay. New credit scores that focus more on future ability to pay are being deployed to enhance credit
risk models. L2C offers an alternative credit score that uses utility payment histories to determine
creditworthiness, and many lenders use this score in addition to bureau scores to make lending decisions. It is
thought that the FICO score will remain the dominant score, but it will likely be used in conjunction with other
alternative credit scores that offer other pictures of risk. The three credit bureaus run Annualcreditreport.
Credit scores are available as an add-on feature of the report for a fee. If the consumer disputes an item on a
credit report obtained using the free system, under the Fair Credit Reporting Act FCRA , the credit bureaus
have 45 days to investigate, rather than 30 days for reports obtained otherwise. Credit scores including FICO
scores are also made available free by subscription to one of the many credit report monitoring services
available from the credit bureaus or other third parties, although to actually get the scores free from most such
services, one must use a credit card to sign up for a free trial subscription of the service and then cancel before
the first monthly charge. Chase , which took over Washington Mutual in , discontinued this practice in March,
6: Will UltraFICO Help Expand Credit - or Create Greater Risk? - Knowledge@Wharton
Speci-cation and Informational Issues in Credit Scoring Nicholas M. Kiefer Departments of Economics and Statistical
Sciences, Cornell University.

7: Promontory Financial Group
The credit scores insurance companies use sometimes are called "insurance scores" or "credit-based insurance
scores." Credit scores and credit reports Your credit report is a key part of many credit scoring systems.

8: Credit Scores | Consumer Information
Credit Scoring in R 4 of 45 R Code Examples In the credit scoring examples below the German Credit Data set is used
(Asuncion et al, ). It has bad loans and good loans and is a better data set.

9: Do the Best Credit Repair Services Really Work? | HuffPost
The RFI provides background information about how credit scores are used by the Enterprises and the mortgage
industry, about the credit score models that FHFA and the Enterprises are evaluating, and about the credit score model
options under consideration by FHFA.
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