
How to Qualify for Credit 

Explain how lenders judge your 
credit worthiness 

Describe the factors that go into 
your credit rating 



Credit Worthiness 

•  Credit worthiness is a measure of your 
reliability to repay a loan. 

•  You must have the ability and 
willingness to pay your debts! 



Three C’s of Credit 

Character 
Capacity 
Capital 



Character 

•  Your character is a measure of your 
sense of financial responsibility 
•  Credit History--a record of your past 

borrowing and repayments 
•  If you paid bills on time in the past, lenders are 

more likely to loan to you in the future 
•  Employment history affects credit history 
•  Education records/living in the same place/regular 

savings all affect credit history 



Character (cont) 

•  First time borrowers may need a loan to 
be Cosigned. 

•  By cosigning a loan, you agree to pay 
the debt if the person receiving the loan 
does not. 
•  Cosigning creates a potential financial 

obligation 



Capacity 

•  Your capacity is a measure of your 
financial ability to repay a loan 
•  Do you have sufficient income? 
•  What are your other fixed expenses? 
•  Are you financially over-extended? 



Capital 

•  Your capital is the value of what you 
own, including savings, investments, 
and property. 
•  The more capital you have the safer it is for 

the lender to give you a loan 
•  Assets could be sold to repay loan if needed. 



Your Credit Rating 

•  Lenders get information about you from 
loan applications 

•  Lenders get information about your 
credit history from credit bureaus 



Loan Applications 

•  You will be required to fill out a loan 
application in order to borrow 

•  Information application provides the 
lender with information to determine 
credit worthiness 

•  Must list your assets and liabilities 
•  Complete loan application form 



Credit Bureaus 

•  A credit bureau is a company that 
collects information about consumers’ 
credit history and sells it to lenders. 
•  Get information from stores, utility 

companies, banks, court records. 
•  Records if you bounce a check, miss a 

payment, get sued, etc. 



Credit Bureaus (cont) 

•  Three major credit bureaus 
•  Trans Union 
•  Equifax 
•  Experian 

•  You are entitled to one free credit report 
each year or if denied credit 

•  Check for free credit report 



Credit Ratings 

•  A credit rating is a measure of your 
credit worthiness 
•  It is a judgment about whether or not you 

have the ability and willingness to pay your 
bills on time 

•  FICO score--numerical score between 
100 and 800 
•  Higher score = better credit rating 



FICO Score 

•  Your FICO Score is based on several 
factors 
•  Payment History 
•  Current Debt 
•  Length of Credit History 
•  New Accounts and Inquiries 
•  What Kind of Credit Do You Use 


